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SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 

Monday  February  23,  1959. 
HOUSE  OF  EEPKESENTATIVES 

WITNESS 

HARRY  LIVINGSTON,  DISBURSING  CLERK,  HOUSE  OF  REPRESENTA- 
TIVES 


Contingent  Expenses  of  the  House 

Mr.  Thomas.  Gentlemen,  will  the  committee  please  come  to  order  ? 

We  will  start  to  consider  some  of  the  deficiency  items,  which  are 
contained  in  House  Document  No.  58. 

It  is  nice  to  have  Mr.  Livingston,  the  Disbursing  Clerk  of  the  House, 
with  us. 

Tell  us  about  the  two  items  for  the  House. 

REPORTING  HEARINGS 

Mr.  Livingston.  The  first  item,  Mr.  Chairman,  is  a supplemental 
request  of  $10,000  for  reporting  hearings  for  fiscal  year  1958,  caused 
by  the  heavy  work  of  the  committees  of  the  House.  The  appropria- 
tion for  the  fiscal  year  1958  was  $120,000,  of  which  $119,984.70  has 
been  expended  leaving  a balance  of  $15.30.  We  have  bills  to  be  paid 
totaling  $6,685.35.  The  balance  or  $3,314.65  will  be  used  to  pay  any 
bills  submitted  later  for  payment.  On  this  item  we  have  no  way  of 
knowing  the  amount  that  will  be  needed  for  contract  reporting  of 
committee  hearings. 


(1) 
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The  rates  per  folio  for  contract  reporting  service  are  established  by 
the  Coniinittee  on  House  Administration. 

We  suhinit  the  following  table  showing  the  monthly  expenditures 
for  the  fiscal  year  1958,  and  the  fiscal  years  1957,  1956,  and  1955: 

Fiscal  year  1958 


1957—  July $310.25 

August 1,  686.  10 

vSepiernber 9,  097.  75 

October 3,994.75 

Xovernber 1,  681.  00 

December 38.00 

1958 — anuary 2,  043.  55 

February 5,  792.  20 

March 13,332.50 

April 9,  923.  55 

May 20,  059.  25 

June__ 13,883.10 

July 21,932.00 

August 13,401.50 

October 2,  765.  10 

December 44.  10 


Total 119,984.70 


Total 119,984.70 


Fiscal  year 

Appropriated 

Expended 

Balance 

1ftS7 

: $125,000 
125, 000 
125, 000 

$84, 463. 17 
105,814.48 
86, 090. 17 

$40, 536. 83 
19. 185  62 
38, 909. 83 

1956 

1955 

POSTAGE  STAMPS 

Mr.  Thomas.  What  is  your  next  item  ? 

Mr.  Livingston.  We  are  requesting  a supplemental  appropriation 
of  $183,640  for  airmail  and  special  delivery  stamps,  for  the  1st  ses- 
sion of  the  86 th  Congress,  as  authorized  by  Public  Law  85-778,  ap- 
proved August  27,  1958.  This  law  increased  the  stamp  allowance 
of  Members  and  Delegates  from  $300  per  fiscal  year  to  $400  per  ses- 
sion, and  each  standing  committee  from  $180  per  fiscal  year  to  $240  per 
session,  starting  with  the  1st  session  of  the  86th  Congress. 

Hereafter  we  will  request  the  appropriation  for  the  stamp  allow- 
ance be  appropriated  on  a session  basis  instead  of  a fiscal  year  basis. 
As  all  Members  have  not  withdrawn  their  full  amount  for  the  current 
fiscal  year,  which  is  available  for  their  use  through  June  30,  1959,  we 
have  been  using  the  1959  appropriation  to  issue  stamps  for  the  1st 
session  of  the  86th  Congress.  The  funds  used  for  this  purpose  will  be 
reimbursed  from  the  supplemental  appropriation  to  bring  the  1959 
appropriation  into  balance. 

Air.  Thomas.  Tell  us  about  our  mail.  Is  it  increasing  in  volume? 

Mr.  Livingston.  Yes.  This  increase  was  authorized  by  the  Con- 
gress last  year.  It  also  changes  the  stamp  allowance  from  a fiscal  to 
a session  basis. 

Mr.  Thomas.  In  other  words,  you  have  an  increase  in  the  size  of 
the  stamp  load? 

Mr.  Livingston.  Yes,  sir. 
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THE  JUDICIAE Y 

WITNESSES 

WARREN  OLNEY  III,  DIRECTOR,  ADMINISTRATIVE  OFFICE  OF  THE 
UNITED  STATES  COURTS 

JOHN  C.  AIRHART,  DEPUTY  ASSISTANT  DIRECTOR 
DARWIN  H.  ANDERSON,  BUDGET  AND  ACCOUNTING  OFFICER 

Mr.  Thomas.  It  is  nice  to  have  such  distinguished  gentlemen  with 
us  this  morning  from  the  judiciary,  Mr.  Warren  Olney  III,  Director, 
Administrative  Office  of  the  U.S.  Courts;  Jolin  C.  Airliart,  Deputy 
Assistant  Director,  and  Darwin  H.  Anderson,  budget  and  accounting 
officer. 

We  have  two  or  three  items  that  we  are  interested  in.  One  is  “Fees 
of  jurors  and  commissioners,  U.S.  courts”;  No.  2 is  “Travel  and  mis- 
cellaneous expenses,  U.S.  courts”;  “Salaries  and  expenses.  Adminis- 
trative Office  of  the  U.S.  Courts”;  and  “Expenses  of  referees,  U.S. 
courts.” 

Fees  of  Jurors  and  Commissioners 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase  (+) 
or 

decrease  (— ) 

Program  by  activities:  Fees,  expenses,  and  costs  (total  obli- 
gations)  - - - - 

$1, 940, 000 
55. 000 

$5, 120, 000 
55, 000 

-f  $180, 000 

Financing:  Appropriation  available  in  prior  year 

Appropriation  (new  obligational  authority) 

4, 995, 000 

5, 175, 000 

180,000 

Object  classification 


Presently 

available 

Revised 

estimate 

Increase  (-1-) 
or 

decrease  (— ) 

01  Personal  services:  Fees,  U.S.  Commissioners 

07  Other  contractual  services: 

Fees: 

Jury  commissioners 

$725, 000 

10, 000 
570, 000 
3, 611,000 

13. 000 

11.000 

$780, 000 

10. 000 
620, 000 
3, 685, 000 

13. 000 

12. 000 

+$55, 000 

Grand  jurors 

+50,  TOO 
+74, 000 

+1,000 

Petit  jurors.-  ; 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments : 

Total  obligations 

4, 940, 000 

5, 120,  000 

180, 000 

Let  us  take  the  first  one,  “Fees  of  jurors  and  commissioners.”  You 
are  requesting  $180,000.  Tell  us  about  it,  please,  sir. 

Mr.  Olney.  Mr.  Chairman,  that  is  an  item  over  which  we  have 
little  control.  It  is  to  pay  the  additional  costs  of  jurors  and  U.S. 
commissioners.  We  need  more  money  than  we  had  asked  for  because 
of  statutory  increases  in  the  amounts  of  their  fees. 

Mr.  Thomas.  Mr.  Reporter,  we  will  insert  pages  17  and  19  of  the 
justifications  in  the  record  at  this  point. 

(The  pages  referred  to  follow :) 
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Ck)UBTs  OF  Appeals,  District  Courts  and  Other  Judicial  Services 
Fees  of  jurors  and  commissioners,  U.8.  courts,  1959 


Appropriation  to  date ^$4,  995,  000 

Oblipations  to  Nov.  30,  1958 1,327,109 

Expenditures  to  Nov.  30,  1958 1,327,109 

Budget  estimate  next  fiscal  year 6, 120, 000 

Request 180,  000 


^ The  sum  of  $55,000  of  this  appropriation  was  obligated  in  1958  under  a special  provi- 
Klon  In  the  text. 

PURPOSE  AND  NEED  POE  SUPPLEMENTAL  FUNDS 

Fees  of  U.8.  commissioners 

Payments  to  commissioners  for  services  in  1958  are  expected  to  aggregate 
$700,000  and  will  include  fees  at  higher  rates  under  Public  Law  85-276  for  the 
last  10  months  of  the  year.  Because  the  higher  rates  will  be  in  effect  for  the 
full  year  1059  it  is  estimated  that  fees  will  total  $780,000.  The  sum  of  $725,000 
presently  is  available  for  fees  of  commissioners.  To  meet  the  estimated  cost,  an 
additional  sum  of  $55,000  will  be  required. 

Fees,  expenses  and  costs  of  jurors 

The  costs  for  juries  in  1958  amounted  to  $4,196,300  and  included,  higher  statu- 
tory fees  which  were  in  effect  only  from  September  7,  1957.  The  estimate  for 
1950  is  $4,315,000,  or  an  increase  of  $118,700  of  which  approximately  $30,000  is 
estimated  to  cover  the  difference  between  higher  fees  being  in  effect  for  the  full 
year  1959  as  compared  with  10  months  of  1958,  while  the  remainder,  $88,700, 
will  provide  funds  for  a slight  increase  in  payments  to  jurors.  The  sum  of 
$4,191,000  presently  is  available  for  costs  for  juries  and  an  additional  amount  of 
$124,000  will  be  needed  to  complete  estimated  payments  to  jurors  serving  in  1959. 

A supplemental  sum  of  $124,000  together  with  funds  now  available  will  allow 
an  average  increase  in  payments  in  1959  of  2.8  percent  over  1958.  Expenditures 
to  November  30, 1958,  totaled  $1,185,295  as  compared  with  $1,128,353  for  the  same 
period  a year  ago,  or  an  average  increase  in  payments  of  5 percent.  It  is  rec- 
ognized that  payments  for  the  first  5 months  of  this  year  include  the  higher  rates 
of  fees  for  the  full  period  whereas  the  same  period  last  year  was  made  up  of 
payments  at  old  rates  for  2 months  and  new  rates  for  3.  It  is  believed  that  as  the 
year  progresses  the  current  percentage  of  increase  will  gradually  decrease  to  the 
point  where  funds  requested  (for  a 2.8  percent  increase)  will  be  suflBcient. 

Taxes  and  assessments 

To  pay  the  Government’s  share  of  FIG  A taxes  on  fees  paid  to  U.S.  commis- 
sioners, it  is  estimated  that  an  additional  sum  of  $1,000  will  be  needed  in  1959. 

Mr.  Olney.  The  fees  were  increased  early  in  1958  and  were  in 
effect  for  about  10  months  of  that  year.  The  higher  rates  are  payable 
for  the  full  year  1959. 

Mr.  Thomas.  How  much  guesswork  is  in  this  figure  by  the  very 
nature  of  the  proposition,  Mr.  Olney? 

Mr.  Olney.  Considerable. 

Mr.  Thomas.  When  did  you  make  up  your  estimates  ? 

Mr.  Anderson.  May  I answer  that,  Mr.  Chairman  ? 

Mr.  Thomas.  Yes. 

Mr.  Anderson.  We  made  up  the  estimate  in  late  December  and  I 
have  reviewed  it  and  we  are  pretty  close. 

Mr.  Thomas.  You  are  hitting  the  nail  on  the  head. 

Mr.  Anderson.  We  are  within  a few  thousand  dollars  of  the  addi- 
tioual  amount  requested. 

Mr.  Thomas.  This  is  customarily  a deficiency  item  every  year,  is 
it  not? 

Mr.  Anderson.  Nearly  every  year,  sir. 

Mr.  Thomas.  It  makes  sense  to  handle  it  that  way  because  it  is 
dependent  on  matters  that  are  beyond  your  control ; in  other  words, 
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on  how  much  work  is  in  the  courts.  You  cannot  control  it  and  it  gives 
jou  a shorter  period  to  look  at  it. 

Mr.  Anderson.  That  is  correct. 


Travel  and  Miscellaneous  Expenses,  U.S.  Courts 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase  (+) 
or 

decrease  (— ) 

Program  by  activities: 

Travel  and  miscellaneous  expenses: 

"nirfint:  nhligRt.ifm.s  _ 

$2,975,000 

3,500 

$3, 153, 000 
3,500 

+$178,000 

RfiiTTihnr.<5ahlft  obligations 

Total  obligations 

Financing: 

Advances  and  reimbursements  from  other  accoimts 

Appropriation  (new  obligational  authority) 

2,978,500 

-3,500 

3, 156, 600 
-3,600 

178,000 

2,975,000 

3, 163,000 

178,000 

Object  classification 


Presently 

available 


Revised  Increase  (+) 
estimate  or 


decrease  (— ) 


Direct  obligations: 

02  Travel. 

03  Transportation  of  things 

04  Communication  services 

Penalty  mail 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  other  contractual  services 

Transcripts  ordered  by  court 

Attorneys’  fees,  Commission  on  Mental  Health, 


$1,346, 100 

25. 000 
336, 200 

92. 000 
5,000 

168, 700 

42.000 

45.000 


$1, 346, 100 

25. 000 
375, 200 
120, 000 

5,000 
179, 700 

42. 000 

57.000 


+$39,000 

+28,000 


+11,000 


+12,000 


District  of  Columbia. 

08  Supplies  and  materials 

09  Equipment: 


1,000 

190,200 


1,000 

200,200 


+10,000 


General  office 

Furniture 

Lawbooks,  accessions 

Lawbooks,  continuations 

Total  direct  obligations 

Reimbursable  obligations:  06  Printing  and  reproduction. 

Total  obligations 


104. 000 
144, 800 

103.000 

372.000 


134.000 
162,800 

133. 000 

372.000 


+30,000 

+18,000 

+30,000 


2,975,000 

3,500 

2, 978, 500 


3, 153, 000 
3,500 

3, 156, 500 


178,000 


178,000 


Mr.  Thomas.  What  is  your  next  item? 

Mr.  Olney.  “Travel  and  miscellaneous  expenses.” 

Mr.  Thomas.  You  are  requesting  $178,000.  Put  pages  23  through 
26  in  the  record  at  this  point. 

(The  pages  referred  to  follow :) 


Appropriation  to  date $2,975,000 

Obligations  to  Nov.  30,  1958 1,  394,  531 

Expenditures  to  Nov.  30,  1958 1,  068,  223 

Budget  estimate  next  fiscal  year 3,  733,  000 

Bequest 178, 000 


PURPOSE  AND  NEED  FOB  SUPPLEMENTAL  FUNDS 

The  “Miscellaneous  expense”  portion  of  this  appropriation  provides  the  funds 
with  which  to  purchase  the  supplies,  equipment,  lawbooks,  printed  forms,  and 
communication  services  for  the  U.S.  circuit  and  district  courts  (except  for  the 
offices  of  referees  in  bankruptcy).  As  the  fiscal  year  1958  progressed  it  was 
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notod  that  the  costs  of  communications,  transcripts,  printing  opinions,  and  conj- 
nioditios  were  advnncing  rapidly;  also,  in  their  efforts  to  keep  abreast  of  the  in- 
cr(*Msing  volume  of  business  the  courts  required  more  of  these  facilities  and 
e<iui|mi(Mit.  Funds  were  inadequate  to  meet  all  the  demands  and  it  therefore 
heciime  necessary  to  defer  the  purchase  of  numerous  essential  items  of  equip- 
ment and  lawbooks.  Fiscal  year  1959  thus  began  with  a backlog  of  unfilled  re- 
quests from  court  officials  totaling  nearly  $80,000.  A review  of  the  needs  of  the 
courts  in  the  way  of  physical  facilities  and  the  policies  of  administering  the  ap- 
propriation concerned  indicates  that  every  effort  is  being  made  to  effect  econo- 
mi(‘s  of  operation,  but  yet  additional  funds  are  needed  to  provide  the  courts  with 
necessary  tends  and  equipment.  The  following  requests  for  additional  funds, 
excei)t  for  penalty  mail,  are  presented  for  the  imrpose  of  providing  funds  to  elimi- 
nate the  backlog  and  to  meet  current  needs  from  the  current  appropriation. 

Communication  services 

An  additional  amount  of  $39,000  will  be  required  in  1959  to  meet  the  current 
rate  of  payment  for  communication  services.  The  estimate  is  comprised  of  two 
elements:  (1)  $18,000  for  telephone  rate  increases  authorized  by  competent 
authority;  (2)  .$21,000  for  increases  in  reimbursements  to  the  General  Services 
Administration  resulting  from  changes  in  billing  procedure  under  GSA  Circular 
93.  revised  May  13, 1957. 

The  increases  in  rates  and  reimbursement  to  GSA  are  changes  over  which 
there  is  no  administrative  control  on  the  part  of  the  courts  and  the  cost  to  the 
courts  rises  in  the  same  proportion  as  to  other  Government  agencies. 

Pen  a It]/  mail 

The  passage  of  the  Postal  Rate  Increase  Act,  1958,  effective  August  1,  1958, 
places  an  additional  burden  upon  the  appropriation  through  the  payment  at 
higher  rates  for  the  use  of  the  penalty  mail  privilege.  It  is  estimated  that  the 
additional  cost  in  1959  will  be  $28,000,  or  about  one-third  more  than  funds 
presently  available. 

Printing  opinions  of  courts  of  appeals 

An  increase  in  the  number  of  opinions  produced  by  courts  of  appeals  and  the 
rising  contract  rates  therefor  indicate  that  an  additional  sum  of  $11,000  will  be 
required  in  19.50.  Obligations  for  the  first  5 months  of  this  year  total  $5,000 
more  than  for  the  same  period  a year  ago.  It  is  requested  that  the  sum  of 
$11,000  be  included  in  the  supplemental  appropriation. 

Transcripts  allowed  hy  the  courts 

At  its  two  most  recent  meetings,  March  1958  and  September  19.58,  the  .Tndicial 
Conference  of  the  United  States  authorized  increases  in  maximum  rates  to  be 
charged  by  courf  reporters  for  transcripts. 

In  March,  the  ceiling  on  ordinary  transcript  was  increased  from  55  cents  to 
65  cents  per  page  for  the  original  and  from  25  cents  to  30  cents  per  page  for 
copy.  INIaximum  rates  for  daily  transcript  were  increased  in  September  on  a 
sliding  scale  basis  from  $1.30  to  $1  per  page  for  the  original  and  from  .50  cents 
to  35  cents  per  page  for  copies  as  the  number  of  copies  ordered  increased.  The 
cost  to  the  Government  for  furnishing  transcripts  on  appeal  in  forma  pauperis 
has  therefore  increased  by  approximately  $12,000  per  annum  and  a supplemental 
appropriation  will  be  needed  to  cover  these  increases. 

Photocopy  paper 

By  turning  to  mechanical  means  of  producing  copies  of  documents  requested 
of  offices  of  clerks  of  court,  the  clerks  have  been  able,  to  a large  degree,  with 
present  staff  to  handle  the  increase  in  volume  of  this  phase  of  their  work.  It 
is  necessary,  however,  to  furnish  these  oflEices  with  supiffies  required  to  produce 
the  copies.  In  order  to  fill  requests  for  photocopy  paper  for  use  in  preparing 
such  copies  an  additional  appropriation  of  $10,000  will  be  required.  It  is  re- 
quested that  this  sum  be  included  in  the  supplemental  appropriation  for  1959. 

Equipment  and  lawbooks 

The  fiscal  year  19.58  closed  with  pending  unfilled  orders  for  lawbooks,  general 
office  equipment,  and  furniture  totaling  approximately  $80,000.  Since  that  time 
numerous  orders  have  been  filled  but  the  more  recent  requests  have  been  placed 
on  the  pending  list.  The  lawbooks  should  he  fnrni.shed  to  the  courts  without 
delay.  Items  of  office  equipment  and  furniture  are  required  for  normal  opera- 
tions and  should  be  provided  when  the  need  arises.  In  order  to  close  the  fiscal 
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year  1059  with  no  backlog  other  than  current  requisitions  and,  to  foresee  the 
possibility  of  providing  the  courts  with  these  items  during  1960  with  funds  ap- 
propriated for  that  year,  it  is  urgently  requested  that  an  additional  suni  of 
$78,000  be  appropriated  for  1959. 

MISCELLANEOUS  EXPENSES 

Mr.  Thomas.  You  have  an  item  for  $80,000  for  lawbooks  and  gen- 
eral equipment. 

Gentlemen,  turn  to  page  23  and  read  the  last  paragraph : 

The  miscellaneous  expense  portion  of  the  appropriation  provides  the  funds 
with  which  to  purchase  the  supplies,  equipment,  lawbooks,  printed  forms  and 
eommunication  services  for  the  United  States  circuit  courts  and  district  courts 
(except  for  the  offices  of  referees  in  bankruptcy).  * * * Fiscal  year  1959  thus 
began  with  a backlog  of  unfilled  requests  from  court  officials  totaling  $30,000. 

'\Yliat  is  that  item  ? 

Mr.  Olney.  That  is  for  lawbooks,  equipment  of  all  kinds  that  the 
courts  need,  even  including  such  things  as  copy  machines. 

Mr.  Thomas.  Is  that  an  annual  expenditure,  a recurring  item  every 
year? 

Mr.  Olney.  Yes.  We  have  annual  expenses  for  these  items.  But, 
the  sum  we  are  requesting  here  will  not  be  required  again  in  1960  be- 
cause it  is  for  the  purpose  of  clearing  up  a backlog  of  orders. 

VOLUNTARY  REDUCTION  IN  .REQUEST 

Might  I say  at  the  outset  we  were  asking  for  a total  of  $178,000  and 
that  can  well  be  cut  to  $160,000.  We  have  been  able  to  pick  up  a 
considerable  part  of  this  backlog  and  there  is  $18,000  that  can  be  cut 
off  of  that. 

Mr.  Thomas.  This,  represents  a cut  in  your  1959  appropriation  of 
$178,000? 

Mr.  Olney.  Yes. 

Mr.  Thomas.  What  was  your  budget  estimate  v > 

Mr.  Olney.  The  amount  we  are  requesting  can  be  reduced  from 
$178,000  to  $160,000. 

Mr.  Thomas.  1 mean  what  was  the  amount  you  requested  before  the 
regular  committee  for  1959,  $3.2  or  $3.7  billion  ? 

Mr.  Anderson.  The  appropriation  for  1959  is  $2,975,000. 

Mr.  Thomas.  What  was  your  request?  Your  appropriation  was 
$2,975,000.  What  did  you  request  of  the  committee  for  1959?  You 
made  a reduction  of  $123,300. 

Mr.  Anderson.  $123,300  more,  that  is  correct. 

Mr.  Thomas.  If  we  were  to  give  you  that  much,  do  you  think  we 
would  all  be  getting  in  trouble  here  ? 

Mr.  Olney.  Might  I explain  the  reason  for  this  ? 

During  the  year  we  have  had  increases  in  communication  costs. 

Mr.  Thomas.  $39,000  for  the  payment  of  communications  services, 
comprised  of  $18,000  for  telephone  rate  increases,  $21,000  for  increases 
in  disbursements  to  the  General  Services  Administration.  How  much 
was  your  penalty  mail,  $28,000  ? 

Mr.  Anderson.  That  is  right. 

Mr.  Thomas.  What  is  your  next  one,  printing  of  opinions  of  courts 
of  appeals;  obligations  for  the  first  5 months  were  $5,000  more  than 
the  same  period  last  year.  It  is  requested  that  the  sum  of  $11,000  be 
included. 
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Mr.  Axderson.  That  is  running  true  to  estimate,  Mr.  Chairman. 
Mr.  Thomas.  Then  you  lump  in  an  item  of  $80,000.  On  the  surface 
you  can  see  11  and  28  is  39,  and  40  in  round  figures.  That  is  79,  is 
it  not? 

Mr.  Andekson.  Plus  the  $39,000  for  communication  services. 

Mr.  Thomas.  I lumped  that  in  at  40. 

Mr.  Anderson.  Yes,  sir. 

Salaries  and  Expenses,  Administrative  Office,  U.S.  Courts 


Program  and  financing 


Proprram  by  activity: 

Salaries  and  expenses: 

Direct  oblieations 

Reimbursable  obligations 

Supplemental  required  for  pay  increases 

Total  obligations 

Financing:  Advances  and  reimbursements  from 
accounts.— 

New  obligational  authority 

New  obligational  authority: 

Appropriation 

Transfer  from  “Salaries  or  judges” 

Appropriation  (new  obligational  authority) 


other 


Presently 

available 

Revised 

estimate 

Increase  (+) 
or 

decrease  (— ) 

$1, 032, 100 
4,000 
-82, 100 

$1, 088. 350 
4, 000 

+$56, 250 
+82, 100 

954, 000 
-4, 000 

1, 092, 350 
-4, 000 

138. 350 

950,000 

1,088, 350 

138. 350- 

950, 000 

1,006,250 
82, 100 

+56, 250 
+82, 100 

950, 000 

1, 088, 350 

138  350 

Object  classification 


Total  number  of  permanent  positions.. — 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

Personal  service  obligations: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  service  obligations 

Direct  obligations: 

01  Personal  services 

02  Travel 

04  Communication  services 

Penalty  mail 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Total  direct  obligations 

Reimbursable  obligations:  01  Personal  services 


Presently 

available 


Revised 

estimate 


Increase  (+) 
or 

decrease  (— ) 


144 

1 

139 

142 


$846, 500 
3,000 
3,200 


852, 700 


848,700 
19,200 
9, 200 
6, 000 
20, 100 
10, 600 
44, 250 
7,500 
13, 600 
52, 850 
100 

-82, 100 


950, 000 
4, 000 


954, 000 


152 

2 

142 

151 


$877, 600 
9, 000 
4,2»i0 


890, 800 


886, 800 
21, 200 
10, 100 
8,000 
20, 100 
10, 950 
44, 250 
7, 500 
24, 900 
54, 450 
100 


1, 088, 350 
4, 000 


1,092, 350 


+8 

+1 

+3 

+9 


+$31, 100 
+6,000 
+1,000 


38, 100 


+38, 100' 
+2,000 
+900 
+2,000 

"'"+350 


+11,300 
+1, 600 

"+82,'i60 


138,350 


Total  obligations. 


138, 350 
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Detail  of  personal  services 


Presently 

available 


Revised  Intjrease  (+) 
estimate  or 

decrease  (— ) 


Nnm-  Total 


Num-  Total 


Num-  Total 


Grades  and  ranges; 

Special  positions  at  rates  equal  to  or  in  excess  of  $16,375: 

Director 

Assistant  Director 


ber  salary 

1 $20,000 

1 17, 500 


GS-17.  $15,375  to  $16,335: 

Deputy  Assistant  Director 

Chief,  Division  of  Procedural  Studies  and  Statistics- 

Chief,  Bankruptcy  Division 

GS-15.  $12,770  to  $13,970: 

Chief,  Probation  Division. 

Chief,  Division  of  Business  Administration 

Chief,  Division  of  Personnel 

Attorney 

GS-14.  $11,355  to  $12,555: 

Assistant  Chief,  Division  of  Procedural  Studies  and 


2 

1 

1 

1 

1 

1 


30,  784 
15,  392 
15, 392 

13, 374 
13,  083 
12,  771 


ber  salary 

1 $20,000 

1 17, 500 

^ Imi 

2 30, 784 

1 15, 392 

1 15, 392 

1 13, 374 

1 13, 083 

1 12, 771 

4 51, 085 


ber  salary 

id  ‘ 


+4  +$51, 085 


Statistics.  

Administrative  attorney 

Chief  auditor 

Budget  and  accounting  oflacer.. 

Chief,  Section  of  Court  Services  and  Quarters 

Assistant  Chief,  Probation  Division. 

Statistician  (legal). 

GS-13.  $9,890  to  $11,090:  Administrative  attorney 

GS-12.  $8,330  to  $9,530 

GS-11.  $7,030  to  $8,230-. 

GS-10.  $6,505  to  $7,405. 

GS-9.  $5,985  to  $6,885. 

GS-8.  $5,470  to  $6,370 

GS-7.  $4,980  to  $5,880- 

GS-6.  $4,490  to  $5,390- 

GS-5.  $4,040  to  $4,940 

GS-4.  $3,755  to  $4,325-- 

GS-3.  $3,495  to  $4,065 

Grades  established  by  interdepartmental  lithographic 
wage  board: 

Grade  20.  $6,510  to  $7,176 

Grade  15.  $5,450  to  $6,032 

Grade  14.  $5,242  to  $5,782 

Grade  13.  $5,034  to  $5,574 

Grades  established  by  administrative  action  pursuant  to 
section  202(7)  of  the  Classification  Act  of  1949,  as 
amended: 


1 

1 

1 

1 

1 

2 


2 

6 

3 

1 

10 

1 

11 

15 

27 

25 

14 


1 

1 

2 

1 


11, 606 
11, 606 
11,606 
11,357 
11,357 
22,  714 


19,802 
53, 914 
21,341 
7, 426 
64, 605 
6. 074 
62, 109 
76,  544 
121,  430 
99,  549 
52,  877 


7, 176 
6,032 
11, 024 
5,574 


1 

1 

1 

1 

1 

2 

1 

2 

6 

3 

1 

10 

1 

13 

15 

27 

25 

15 


11,60 
11,606 
11,606 
11,357 
11,357 
22. 714 
11,357 
19,802 
63, 914 
21,341 
7,426 
64, 605 
6,074 
72, 093 
76,  644 
121,  430 
99.  549 
56, 372 


+1  +11,357 


+2  +9, 984 


+1  +3, 495 


1 7, 176 

1 6, 032 

2 11, 024 

1 6, 574 


Grade  11.  $5,366  to  $5,949 
Grade  8.  $4,742  to  $5,242. 
Grade  6.  $4,285  to  $4,742. 
Grade  6.  $4,077  to  $4,493. 

Total  permanent 

Deduct  lapses 


1 4, 950 

1 4, 638 

1 4, 389 

5 21, 008 


1 5, 949 

1 6, 242 

1 4, 742 

5 22, 048 


144  869,004 
6 22, 504 


152  947,921  +8 
12  70, 321  +6 


Net  permanent  (average  number,  net  salary) 

Positions  other  than  permanent: 

Temporary  employment.. 

Intermittent  employment 

Other  personal  services: 

Regular  pay  above  52-week  base 

Pasrments  to  other  agencys  for  reimbursable  details. 


138  846,500 
3,000 

3, 200 


140  877,600 

3.000 

6.000 

3,200 

1, 000 


+2 


01 


Personal  services. 


852,700 


890, 800 


+999 
+604 
+353 
1, 040 


78,917 
+47, 817 


+31,  lOO 


+6, 000 


+1, 000 

+38, 100 


Salaries  and  Expenses,  Administrative  Office,  U.S.  Courts 

Mr.  Thomas.  Let  us  take  a look  at  Salaries  and  Expenses,  Admin- 
istrative Office,  U.S.  Courts.  Put  pages  36  through  40  in  the  record. 
(The  pages  follow :) 
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Analysis  of  request  for  additional  funds  for  1959 


Increased 
pay  costs 

Rules 

group 

Wage  board 
increases 
and  actu- 
arial study 

Increased 

postage 

rates 

Total 

Personal  services 

$76, 900 

$31, 200 
2,000 
900 

$6, 900 

$115, 000 
2, 000 
900 
2,000 
350 
250 
11, 300 
6,  550 

Travel 

Corninunlcntlons 

Penalty  mall 

$2,000 

Prlnllnc  and  rei)roducfion 

350 

Othi  r contractual  services 

250 

Equipment 

» 11.300 
1,600 

Contributions  to  retirement  fund 

4, 950 

Total 

82, 100 

47, 350 

6,900 

2, 000 

138, 350 

> $9,300  of  this  amount  is  a nonrecurring  item  for  furniture  and  equipment. 


Salaries  and  expenses.  Administrative  Office,  JJ.S.  Courts,  1959 


Appropriation  to  date $950,000 

Obligation  to  Nov.  30,  1958 408,494 

Expenditures  to  Nov.  30,  1958 ! 420, 139 

Budget  estimate  next  fiscal  year 1,  404,  400 

Bequest 138,  350 


LANGUAGE  CHANGES 

It  is  requested  that  the  appropriation  language  for  1959  be  amended  to  include, 
immediately  after  the  comma  the  word  “advertising”,  the  provision  “services  as 
authorized  by  section  15  of  the  Act  of  August  2,  194G  (5  U.S.C.  55a),  at  rates  not 
to  exceed  $75  per  diem  for  individuals,”. 

The  text  of  the  appropriation  so  amended  would  permit  the  employment  of 
an  expert  to  collaborate  with  the  proposed  group  to  be  established  pursuant  to 
I'ublic  Law  85-513,  approved  July  11,  1958,  to  conduct  under  the  direction  of  the 
Judicial  Conference  a continuous  study  of  the  rules  of  practice  and  procedure 
in  the  Federal  courts  and  to  recommend  changes  in  such  rules.  An  identical 
change  in  language  is  requested  in  the  justifications  of  budget  estimates  for  1960. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

An  additional  appropriation  of  $138,350  is  needed  in  the  current  year  for  the 
following  purposes : 


(1)  Increased  pay  costs  under  the  Federal  Employees  Salary  Increase 

Act  of  1958 ; — $82,100 

(2)  To  establish  a group  to  implement  the  provisions  of  Public  Law 

85-513,  approved  July  11,  1958 47,  350 

(3)  Higher  hourly  pay  for  employees  whose  rates  of  pay  are  fixed  by 

wage  boards 5,  900 

(4)  Actuarial  study  of  the  judicial  survivors  annuity  system— 1,000 

(5)  Higher  postage  rates  authorized  by  the  Postal  Increase  Act  of  1958 — 2,  000 


Total 138,350 


Increased  pay  costs 

Due  to  a fewer  number  of  judges  on  the  rolls  during  the  first  5 months  of  fiscal 
year  1959  it  is  recommended  that  the  sum  of  $82,100  estimated  to  be  required  to 
cover  higher  pay  costs  in  the  Administrative  Office  under  the  Federal  Employees 
Salary  Increase  Act  of  1958  be  transferred  from  the  appropriation  for  salaries 
of  judges.  The  estimate  is  comprised  of  $69,600  representing  an  average  salary 
increase  of  10.3  percent,  including  the  cost  of  the  change  in  the  method  of 
computing  salaries ; $7,300  to  cover  the  cost  of  placing  four  positions  in  grade 
GS-17  as  authorized  by  section  10  (f)  of  the  act;  and  $4,950  and  $250  for  the 
Government’s  contribution  to  the  civil  service  retirement  fund  and  its  share  of 
group  life  insurance  premiums,  resepctively.  It  will  be  noted  that  the  1959 
column  of  the  1960  budget  schedules  did  not  include  the  estimated  related  costs, 
but  only  $76,900  for  the  salary  increases.  Employment  in  the  Administrative 
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Office  is  running  firmly  against  the  level  estimated  for  1959  and  funds  available 
for  other  purposes  will  be  needed  to  meet  the  current  operating  expenses  of  the 
Office.  Therefore,  none  of  the  pay  costs  can  be  absorbed  in  this  appropriation. 

Rules  grovp 

In  accordance  with  the  provisions  of  Public  Law  85-513,  approved  July  11, 

1958,  and  the  assignment  by  the  Judicial  Conference  under  the  provision  of  28 
U.S.C.  604(a)12,  “[The  Director  shall:]  Perform  such  other  duties  as  may  be 
assigned  to  him  by  the  Supreme  Court  or  the  Judicial  Conference  of  the  United 
States,”  it  is  proposed  to  establish  a.  group  in  the  Administrative  Office  of  the 
U.S.  Courts  to  conduct  a cont’nuGus  ; study  of  the  operation  and  effect  of  the 
general  rules  of  the  practice  and  procedure  in  the  Federal  courts  and  to  recom- 
mend changes  in  and  additions  to  such  rules.  To  establish  this  unit  at  the 
earliest  possible  time  it  is  requested  that  additional  funds  be  appropriated  for 

1959.  The  sum  of  $41,000  would  be  sufficient  to  pay  salaries  of  the  staff  for 

the  last  4 months  of  the  fiscal  year  1959  to  initially  equip  the  group  and  to 
provide  it  with  necessary  service  and  travel  funds.  The  proposed  staff  consists 
of  four  attorneys  in  grade  GS-15  and  two  secretaries  in  grade  GS-7  who  will 
operate  with  the  assistance  of  an  expert  in  the  field  of  rules  of  practice  in  the 
Federal  courts  and  who  will  be  compensated  on  a when-actually-employed  basis 
as  provided  in  the  herein  proposed  change  in  the  text  of  this  appropriation. 
The  details  of  the  estimated  related  costs  will  be  found  in  the  analysis  on  a 
preceding  page.  . 

It  is  expected  that  the  establishment  of  a Rules  Group  in  the  Administrative 
Office  will  have  an  immediate  impact  upon  the  Division  of  Procedural  Studies 
and  Statistics  in  that  there  will  be  required  new  and  additional  statistics  for 
basic  study.  It  is  requested,  therefore,  that  the  sum  of  $6,350  be  appropriated 
for  the  employment  of  a statistician  in  grade  GS-14,  a tabulating  machine 
operator  in  grade  GS-3,  and  for  the  initial  purchase  of  furniture  and  equip- 
ment which  would  cost  approximately  $1,150. 

Increases  authorized  hy  wage  hoards 

Adjustments  in  salaries  of  employees  whose  rates  of  pay  are  fixed  by  action 
of  legally  constituted  wage  board  were  made  in  October  1957,  April  195S  ”nd 
September  1958.  Also,  as  the  result  of  a recent  survey,  a wage  increase  effective 
January  12,  1959  has  been  recommended  for  warehousemen.  It  is  requested  that 
the  sum  of  $5-900  be  included  in  the  supplemental  appropriation  to  cover  such 
increases  payable  in  1959. 

Actuarial  study  of  judicial  survivors  annuity  system 

A provision  in  section  4 of  the  Judicial  Survivors  Annuity  Act  requires  the 
periodic  examination  of  the  fund  under  the  act  by  an  actuary.  The  first  of 
such  examinations  was  made  in  July  1958  by  an  actuary  of  the  Treasury  De- 
partment and  his  findings  were  reported  to  the  Judicial  Conference  in  Septem- 
ber 1958  as  required  by  law.  The  reimbursement  to  the  Treasury  Department 
for  his  services  was  approximately  $1,000.  Because  of  the  heavy  demands  ur>on 
the  appropriation  for  the  Administrative  Office  this  sum  cannot  be  absorbed  and 
it  is  requested  that  it  be  included  in  the  supplemental  appropriation  for  1959. 

Penalty  mail 

The  passage  of  the  Postal  Rate  Increase  Act,  1958,  effective  August  1,  1958, 
placed  an  additional  burden  upon  the  appropi  ration  through  the  jiayment  at 
higher  rates  for  the  use  of  the  penalty  mail  privilege.  It  is  requested  that  the 
supplemental  appropriation  for  1959  include  $2,000  to  cover  the  additional  cost. 

Mr.  Thomas.  You  have  a request  of  $138,350  for  salaries  aud  ex- 
penses, Administrative  Office  of  the  U.S.  Courts.  Your  appropriation 
for  1959  is  $950,000.  It  is  requested  that  the  appropriation  language 
be  amended  to  include  the  provisions,  “services  as  authorized  by  sec- 
tion 15.  * * You  want  some  experts  at  $75  a day.  Why  the 
change  in  the  language  ? 

Mr.  Airhart.  Basically,  Mr.  Chairman,  because  of  this  groiin  to 
be  added  for  the  rules  of  the  courts.  The  courts  have  never  had  the 
authority  to  employ  an  expert. 
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Mr.  Thomas.  Is  that  a deficiency  item?  You  have  an  amount  set 
up  of  how  much? 

Mr.  Olney.  About  $47,000. 

Mr.  Thomas.  It  is  on  page  38,  rules  group.  What  is  set  up, 
$40,000  ? 

Mr.  Anderson.  $47,350. 

Mr.  Thomas.  Is  that  a deficiency  item? 

Mr.  Airhart.  That  arises  from  new  legislation. 

Mr.  Thomas.  Take  your  sheet  on  37  and  let  us  look  at  your  costs. 
Increased  pay  costs,  $82,100.  How  much  of  the  pay  increase  have 
you  absorbed? 

Mr.  Anderson.  None  of  it,  sir. 

Mr.  Thomas.  You  cannot  absorb  any  ? 

Mr.  Anderson.  We  are  recommending  the  $82,100  be  transferred 
from  the  appropriation  for  salaries  of  judges. 

Mr.  Thomas.  That  is  one  thing.  Absorbing  it  is  something  else. 

Mr.  Anderson.  We  are  running  at  TuH  staff.  ‘ 

Mr.  Thomas.  To  establish  a group  to  implement  the  provisions  of 
the  public  law — that  is,  the  rules  group,  for  $47,000— is  hardly  a 
deficiency  item. 

Mr.  Olney.  It  is  for  new  legislation. 

Mr.  Thomas.  Then  there  is  an  item  for  $5,900.  That  is  for  your 
blue  collar  folks  whose  rates  of  pay  are  fixed  by  wage  boards? 

Mr.  Anderson.  Yes,  sir. 

Mr.  Thomas.  You  cannot  do  much  about  that. 

Actuarial  studies — we  have  been  having  a little  trouble  with  that 
$1,000  item.  Is  that  for  the  wives  and  children  of  the  judges? 

Mr.  Anderson.  Yes,  sir. 

Mr.  Thomas.  They  contribute  3 percent  and  the  Government  con- 
tributes 3 ? 

Mr.  Anderson.  Yes,  sir. 

Mr.  Thomas.  You  studied  it  last  year  for  $1,000.  Why  study  it 
again  this  year  for  $1,000?  You  do  not  change  that  fast. 

Mr.  Anderson.  Sir,  this  is  to  cover  the  first  study  of  the  judicial 
survivors  annuity  system. 

Mr.  Thomas.  If  I may  interrupt  you,  you  transferred  $1,000  to  the 
Treasury  Department  for  making  the  study  for  you  last  year. 

Mr.  Anderson.  Yes,  sir;  in  September.  That  is  this  thousand  dol- 
lars, because  we  had  no  idea  what  it  would  cost,  we  did  not  include  it 
in  the  regular  1959. 

Mr.  Thomas.  You  have  $2,000  for  postal  rate  increase. 

Mr.  Anderson.  Yes,  sir. 

Mr.  Thomas.  Do  you  not  think  you  ought  to  go  back  to  your  regular 
subcommittee  and  talk  to  them  about  the  new  legislation  where  you 
want  $47,000  for  your  rules  group  ? 

Mr.  Olney.  We  have,  sir.  We  have  gone  over  that  extensively  with 
them.  This,  of  course,  is  for  the  4 months  between  now  and  the  end 
of  the  year. 
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Expenses  of  Keferees 


Amounts  available  for  appropriation 


In  budget 


Revised  esti- 
mate 


Increase  (-f) 
or 

decrease  (— ) 


Unappropriated  balance  at  beginning  of  year... 
Receipts 

Total  amount  available  for  appropriation 
Deduct: 

Appropriation  (total  obligations) 

Supplemental  required  for  pay  increases 

Unappropriated  balance  at  end  of  year— 


$1,882,972 
3, 062, 500 

4, 945, 472 

2, 838, 150 
-212, 600 

2, 319, 922 


$1, 882, 972 
3, 062, 500 

4, 945, 472 

2,977,150 

1,968,322 


-f  $139, 000 
-f  212, 600 


351, 600 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase  (+) 
or 

decrease  (— ) 

Program  by  activities: 

Clerk  hire  and  miscellaneous  expenses  of  referees 

Supplemental  required  for  pay  increases 

Total  obligations 

$2,  838, 150 
-212,  600 

$2, 977, 150 

-f$139,000 

+212,600 

2,  625,  550 
2, 625,  550 

2, 977, 150 
2,977,150 

351,600 

351,600 

Financing:  Appropriation  (new  obligational  authority) 

Object  classification 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions. 

Average  mnnber  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent.. 
Other  personal  services 

Total  personal  services. 

02  Travel 

03  Transportation  of  things.  - 

04  Commimication  services 

Penalty  mail 

05  Rents  and  utility  services.. 

06  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  materials... 

09  Equipment 

11  Grants,  subsidies,  and  contributions.. 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases.. 

Total  obligations 


Presently 

available 

Revised 

estimate 

Increase  (+) 
or  de- 
crease (— ) 

462 

522 

+60 

58 

58 

513 

526 

+13 

569 

629 

+60 

$1, 928,  000 

$1, 978, 000 

+$50,  OOO 

219,  500 

219,  500 

9, 000 

9, 000 

2, 156,  500 

2, 206,  500 

50, 000 

72,  600 

72,  600 

8. 000 

8, 000 

53, 000 

58,  000 

+5, 000 

125,  000 

160,  000 

+35, 000 

68, 000 

78,  000 

+10, 000 

26, 000 

26, 000 

22,  300 

22,  500 

+200 

70, 000 

75,  200 

+5, 200 

102, 450 

132,  450 

+30, 000 

132, 300 

135, 900 

+3,600 

2, 000 

2, 000 

-212, 600 

+212,600 

2, 625,  550 

2, 977, 150 

351, 600 

' Mr.  Thomas.  Let  us  take  a look  at  Expenses  of  Eeferees.  Put 
pages  48-50  in  the  record. 

Expenses  of  referees,  TJ.S.  courts,  1959 


Appropriation  to  date $2,  625, 550 

Obligations  to  Nov.  30,  1958 1, 155,  403 

Expenditures  to  Nov.  30,  1958 956,  674 

Budget  estimate  next  fiscal  year 3,  580,  000 

Bequest 351,  600 
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PURPOSE  AND  NEED  FOB  SUPPLEMENTAL  FUNDS 

The  additional  funds  for  fiscal  jear  1959  are  requested  for  three  purposes  (1) 
for  increased  pay  costs  under  the  Federal  Employees  Salary  Increase  Act  of 
1958;  (2)  for  higher  postal  rates  under  the  Postal  Rate  Increase  Act,  1958,  and 
(3)  for  additional  employees,  services,  supplies,  and  equipment  needed  to  handle 
the  rising  volume  of  business  in  the  bankruptcy  courts. 

IncrcuHcd  pay  cost 

The  average  per  annum  increase  under  the  act  is  about  10.3  percent,  including 
the  cost  of  the  change  in  the  method  of  computing  salaries.  This  percentage  fac- 
tor was  api)lied  to  the  amount  available  in  the  1959  appropriation  for  salaries  of 
clerical  employees  to  referees,  all  of  whom  received  increases  under  the  act.  The 
estimate  of  $201,300  was  thus  computed.  The  related  costs  of  the  agency’s  con- 
tribution to  the  civil  service  retirement  fund,  percent  of  the  increase  in  sal- 
aries, and  its  share  of  the  group  life  insurance  premiums,  $3.25  per  thousand  per 
year,  are  estimated  to  be  $11,000  and  $300,  respectively,  making  the  total  addi- 
tional amount  required  for  increased  pay  costs  to  be  $212,600  for  which  a supple- 
mental appropriation  is  requested. 

Additional  amounts  required  to  handle  rising  volume  of  tankruptcn  cases 

It  is  estimated  that  the  number  of  bankruptcy  cases  to  be  filed  in  1959  will 
total  107,000,  an  increase  of  15,332  cases  over  the  total  filings  in  1958.  During 
the  first  5 months  of  1958,  there  was  an  increase  over  the  same  period  of  1957 
of  5,766  in  cases  filed,  and  for  a similar  period  of  1959  over  1958  the  increase  has 
been  6,266,  or  an  average  increase  of  1,253  cases  per  month.  If  this  average  rate 
continues,  the  total  filings  in  1959  will  be  106,704.  The  percentage  increase  in 
filings  during  the  first  5 months  of  1959  is  18.3  percent  as  compared  with  the 
corresponding  5 months  of  the  fiscal  year  1958.  If  this  percentage  rate  continues 
throughout  the  fiscal  year  1959  the  numerical  increase  in  filings  will  be  16,775 
which  will  raise  the  total  cases  filed  for  the  year  to  108,443.  Based  on  these 
additional  facts,  it  appears  that  our  earlier  estimate  of  107,000  cases  is  firm. 

To  cope  with  the  rising  caseload  it  is  necessary  to  augment  the  clerical  staff 
in  many  referees’  offices  and  to  provide  additional  funds  for  rental  of  space 
for  furnishing  supplies,  equipment  and  utility  services.  A supplemental  ap- 
propriation made  up  of  the  following  amounts  is  requested  : 

Additional  personnel : 60  clerks  in  GS-4,  at  $3,755  per  annum  to  be 


employed  for  approximately  3 months  each $50>  000 

Communication  services 5,  000 

Rents  and  utility  services 10,  000 

Other  contractual  services 200 

Supplies  and  materials ; 5,  200 

Equipment 30,  000 

Grants,  subsidies  and  contributions 3,  600 


Total 104,  000 


Penalty  mail — additional  cost 

The  passage  of  the  Postal  Rate  Increase  Act,  1958,  effective  August  1,  1958, 
places  an  additional  burden  upon  this  appropriation  through  payment  at  the 
higher  rates  for  the  use  of  the  penalty  mail  privilege.  It  is  estimated  that  the 
additional  cost  in  1959  will  be  approximately  $35,000  for  which  a supplemental 
appropriation  is  requested. 

Mr.  Thomas.  You  are  asking  for  $351,600  for  “Expenses  of  ref- 
erees, U.S.  courts.”  To  date,  you  have  had  $2,625,550  for  that 
purpose. 

The  additional  funds  for  fiscal  year  1959  are  requested  for  three 
purposes:  (1)  For  increased  pay  costs  under  the  Federal  Employees 
Pay  Act;  (2)  for  higher  postal  rates;  and  (3)  additional  employees, 
services,  supplies,  and  equipment,  to  be  used  in  handling  the  in- 
creased volume  in  the  bankruptcy  courts.  . 

Break  down  the  $351,000  for  us,  as  to  what  it  is  composed  of.  What 
is  the  amount  for  handling  these  bankruptcy  cases  ? 

Mr.  Anderson.  On  page  50  there  is  a detailed  table.  That  is  for 
the  additional  employees  and  related  costs. 
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Mr.  Thomas.  That  totals  $104,000.  What  is  the  amount  for  the 
Pay  Act? 

Mr.  Anderson.  $212,600. 

Mr.  Thomas.  $104,000  for  additional  employees  generated  by  in- 
creased workload? 

Mr.  Anderson.  Yes,  sir;  the  other  is  $35,000  for  increased  postal 
rates. 

Mr.  Thomas.  That  gives  you  a sum  total  of  $351,000. 

Mr,  Boeand.  As  to  the  increased  payroll  for  the  referees,  these 
are  all  clerks  ? 

Mr.  Anderson.  Yes,  sir. 

Mr.  Boland.  Will  these  clerks  be  distributed  throughout  the 
Nation? 

Mr.  Anderson.  They  will  be  distributed  throughout  the  Nation,  in 
referees’  offices. 

Mr.  Boland.  That  is  all. 

Mr.  Thomas.  Mr.  J ensen  ? 

PENALTY  MAIL 

Mr,  Jensen.  I do  not  quite  understand  this  postal  item.  How  does 
that  come  about  ? 

Mr.  Anderson.  This  is  for  mailings  from  referees’  offices,  on  ac- 
count of  the  Postal  Rate  Increase  Act. 

Mr.  Jensen.  This  is  the  cost  of  the  stamps  on  this  particular 
agency. 

Mr.  Anderson.  Yes,  sir. 

Mr.  Jensen.  This  increased  cost  factor  will  probably  affect  every 
agency  and  department  of  Government,  will  it  not  ? 

Mr.  Anderson.  I would  expect  so,  sir. 

Mr.  Jensen.  How  much  does  it  amount  to  for  your  agency  ? 

Mr.  Anderson.  About  $70,000. 

Mr.  Jensen.  That  is  caused  by  the  addition  of  1 cent. 

Mr.  Anderson.  The  increase  is  about  one-third.  The  3-cent  stamp 
is  now  a 4-cent  stamp. 

Mr.  Jensen.  You  must  send  out  a lot  of  mail. 

Mr.  Anderson.  In  referees’  offices,  we  do,  because  we  must  send 
out  a notice  of  the  first  meeting  of  creditors.  There  is  heavy  mailing 
from  the  referees’  offices. 

Mr.  Jensen.  I could  not  imagine  that  that  would  amount  to  that 
much.  That  is  why  I wondered  how  your  agency  could  spend  that 
much  extra  money  per  year  just  for  the  purchase  of  stamps.  I can 
see  now. 

reduction  in  estimate  for  travel  and  MISCELLANEOUS  EXPENSES 

You  are  voluntarily  reducing  that  item  of  travel  and  miscellaneous 
expense  from  $178,000  to  $160,000,  is  that  right? 

Mr.  Anderson.  That  is  correct,  sir. 

Mr.  Jensen.  Is  there  any  other  place  where  you  could  voluntarily 
make  a suggestion  that  we  might  decrease  this  amount? 

Mr.  Anderson.  No,  sir. 

Mr.  Jensen.  You  are  sure  of  that? 

Mr.  Anderson.  We  reviewed  it  just  before  coming  here,  sir,  and 
find  this  $18,000  is  an  item  which  we  will  not  need. 

37458^59 
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ADDITIONAL  PERSONNEL 

Mr.  Jensen.  Are  you  asking  for  additional  personnel 

Mr.  Anderson.  We  are  asking  for  60  additional  personnel  in  ref- 
erees’ oflices,  and  we  are  asking  for  additional  personnel  for  the  Ad- 
ministrative Office  of  the  U.S.  Courts,  to  implement  the  so-called  Rules 
Act. 

Mr.  Jensen.  Your  present  employees  could  not  do  this  job  if  they 
rolled  up  their  sleeves,  went  at  it  a little  harder  and  worked  possibly 
a little  longer  each  day? 

Mr.  Anderson.  It  is  a brandnew  function.  Mr.  Olney  perhaps 
could  speak  on  that  better  than  I. 

Mr.  Oi.NEY.  The  present  staff  is  not  equipped.  They  do  not  have 
the  background  or  the  knowledge  to  undertake  the  work  that  should 
be  done  under  Public  Law  85-513. 

Mr.  Jensen.  It  is  an  entirely  different  kind  of  work  than  has  al- 
ready been  done? 

Mr.  Olney.  Yes,  sir. 

Mr.  Jensen.  Will  you  explain  that  in  just  a few  words? 

Mr.  Olney.  That  statute  contemplates  a continuous  study  of  the 
rules  of  the  Federal  courts,  the  rules  of  civil  procedure,  the  rules  of 
criminal  procedure,  the  bankruptcy  rules,  admiralty  rules,  et  cetera, 
with  the  idea  of  keeping  them  abreast  of  the  times,  simplifying  them 
and  making  them  modern. 

It  takes  as  good  legal  brains  as  we  can  get  to  do  that.  It  takes 
lawyers  to  do  it.  The  Administrative  Office  is  made  up  for  the  most 
part  of  administrative  people,  many  of  whom  are  not  lawyers,  and 
who  are  completely  occupied  with  the  statistical  work  of  administering 
the  court  system.  They  are  simply  not  equipped  to  do  this  kind  of 
job. 

Mr.  Jensen.  How  many  people  do  you  have  in  your  agency  now  ? 

Mr.  Olney.  A total  number  of  144  positions. 

Mr.  Jensen.  And  you  are  asking  for  60  additional  ? 

Mr.  Anderson.  No,  sir.  The  60  is  for  the  field  staff  of  the  referees. 
We  are  asking  for  8 in  addition  to  the  144. 

Mr.  Jensen.  Where  do  the  60  additional  personnel  to  which  you 
referred  come  in  ? 

Mr.  Anderson.  The  60  personnel  will  be  assigned  to  referees  in 
bankruptcy  throughout  the  country. 

Mr.  Jensen.  But  you  are  only  asking  for  eight  additional  em- 
ployees ? 

Mr.  Anderson.  On  top  of  the  144  for  the  Administrative  Office  of 
the  U.S.  Courts. 

Mr.  Jensen.  You  have  144  in  your  agency  now  and  you  are  asking 
for  8 more,  and  they  must  be  attorneys,  schooled  in  this  particular 
art  ? 

Mr.  Anderson.  Five  will  be  attorneys  and  three,  clerical  employees. 

Mr.  Thomas.  Mr.  Bow  ? 

STATUS  OF  REFEREES  FUND 

Mr.  Bow.  Mr.  Chairman,  I ask  this  question:  The  cost  of  referees 
in  bankruptcy  and  the  clerks  is  paid  out  of  referees’  funds.  It  is  not 
appropriated  funds  ? 
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Mr.  Anderson.  That  is  correct. 

Mr.  Bow.  The  fund  is  taken  from  the  costs  in  bankruptcy  pro- 
ceedings? 

Mr.  Anderson.  That  is  correct. 

Mr.  Bow.  And  is  not  a direct  payment  from  the  Treasury? 

Mr.  Anderson.  You  are  right,  Mr.  Bow. 

Mr.  Bow.  That  fund  today  is  how  much  ? 

Mr.  Anderson.  I am  sorry  I do  not  have  the  figure.  The  income, 
Mr.  Bow,  is  sufficient  to  cover  the  appropriation. 

Mr.  Bow.  The  income  is  in  excess  of  the  amount  you  are  paying 
out? 

Mr.  Anderson.  Yes. 

Mr.  Bow.  Will  you  submit  for  the  record  at  this  point  the  amount 
available  in  the  ref eree’s  fund  ? 

Mr.  Anderson.  Yes,  sir. 

(The  information  requested  follows :) 

The  balance  in  the  fund  from  which  the  appropriation  for  expenses  of  referees 
is  drawn  was  $1,882,972  on  June  30,  1958.  Estimated  receipts  during  the  fiscal 
year  1959  amount  to  $3,062,500,  making  a total  estimated  amount  available  for 
appropriation  in  1959  of  $4,945,472. 

INCREASE  IN  COST  OF  JURORS 

Mr.  Bow.  I think  it  should  be  pointed  out  in  this  increase,  the  cost 
of  jurors.  That  is  one  matter  that  I think  should  be  given  considera- 
tion. That  is,  that  we  have  found  that  in  many  instances  jurors  are 
called  and  not  used,  and  that  amounts  to  a great  many  hundreds  of 
thousands  of  dollars  throughout  the  United  States,  where  they  will 
send  out  for  juries,  bring  them  in  and  then  discharge  them  and  they 
never  serve  a day  as  a juror.  If  that  was  corrected  in  the  courts,  I 
do  not  believe  this  supplemental  would  be  in  here  and  this  is  a direct 
appropriation  from  the  Treasury. 

Am  I right  on  that,  Mr.  Olney  ? 

Mr.  Olney.  Yes,  you  are  right. 

Mr.  Bow.  Is  the  Administrative  Office  doing  anything  to  see  that 
this  situation  is  corrected  ? 

Mr.  Olney.  Yes,  sir,  we  are.  The  Office  for  around  6 years  has 
compiled,  year  by  year,  the  costs  that  go  for  jurors  and  the  costs  that 
go  for  the  calling  of  jurors  who  are  not  used,  and  systematically  those 
reports  are  sent  out  to  the  courts  concerned,  so  that  the  courts  have 
been  advised  of  that  item  of  their  expenses. 

Mr.  Thomas.  Will  Mr.  Bow  yield  for  a moment  ? 

Mr.  Bow.  I yield. 

Mr.  Thomas.  The  lawyer  is  going  to  demand  a full  panel  and  what 
can  the  judge  do  about  it? 

Mr.  Bow.  It  is  a matter,  I think,  Mr*  Chairman,  of  the  way  the 
cases  are  being  assigned,  the  loose  way  of  assigning  cases.  What  was 
the  total  in  the  last  fiscal  year  of  jurors  that  were  called  and  not  used? 

Mr.  Anderson.  38,070  jurors  were  called  and  not  used. 

Mr.  Bow.  What  is  that  in  dollars? 

Mr.  Anderson.  $380,000. 

Mr. Thomas.  Mr.  Jonas? 

Mr.  Jonas.  Of  course,  you  cannot  control  the  use  of  jurors  by  liti- 
gants. The  court  has  to  have  a jury  present,  and  if  the  lawyers  say, 


18 


“A\'o  will  let  tlie  judge  hear  this  case,”  you  have  a jury  sitting  over 
hi'ie  and  not  used.  1 do  not  see  how  you  can  avoid  having  the  jury 
present  because  they  miglit  elect  to  have  a jury  trial. 

M r.  1 >( )\v.  Maybe  the  gentleman  can  explain  how  it  can  be  controlled 
because  of  the  manner  in  which  certain  judges  are  running  their 
courls  as  some  Federal  judges  try  to  at  times.  Will  you  explain 
that  ^ 

Mr.  Olxey.  \ es,  sir,  we  think  a great  deal  of  this  could  be  saved. 
How  much  is  a little  hard  to  tell.  The  reason  we  think  so  is  that  the 
thing  that  has  been  lacking  in  this  is  any  kind  of  an  on-the-spot  study 
ot  the  court  administration.  Some  courts,  with  five  or  six  judges,, 
will  have  comparatively  low  costs  on  the  handling  of  jurors.  Other 
c()urts.  with  the  same  number  of  judges,  and  roughly  the  same  volume 
of  business,  will  have  a great  deal  higher  figure,  but  we  in  the  Ad- 
ministrative Office  cannot  tell  from  just  looking  at  the  figures  whether 
any  of  this  is  preventable  or  not. 

Ilecently  \ye  did  take  people  off  of  their  regular  duties  for  the  pur- 
pose of  making  a study  of  the  district  court  that  is  the  most  delayed 
in  the  country,  and  we  were  not  going  in  there  primarily  to  look  at 
the  jury,  or  their  handling  of  jurors,  but  that  was  a part  of  it,  and 
in  the  process  we  found  in  that  particular  court  they  were  not  using 
a jury  pool;  that  each  judge  summoned  the  jurors  he  needed  for  his 
own  division,  although  they  have  some  five  different  parts  in  that 
court;  that  if  the  case  did  not  go  to  trial,  the  jurors  were  sent  home 
without  any  attempt  to  find  out  if  they  were  needed  in  other  depart- 
ments. Also,  our  findings  indicate  that  the  total  number  of  jurors 
customarily  called  is  far  greater  than  needed  in  that  court.  Now 
that  kind  of  examination  and  study  would  result,  we  are  sure 

Mr.  Jonas.  You  are  all  making  that  study,  as  I understand  it? 

IMr.  Olney.  We  are  asking  for  additional  personnel  in  our  budget  to 
do  that.  We  think  it  would  more  than  pay  off.  Whether  we  will  get 
it  or  not,  I do  not  know. 

Mr.  Jonas.  Is  that  the  eight  lawyers  you  are  asking  for? 

Mr.  Olney.  No.  That  is  in  the  1960  budget.  It  is  not  included  in 
this  at  all. 

MANDATORY  ITEMS  IN  REQUEST 

Mr.  Jonas.  Wliich  of  the  items  in  this  supplemental  request  are 
mandatory  based  on  changes  in  statute  ? 

Mr.  Anderson.  Taking  them  right  down  the  list,  sir,  travel  and 
miscellaneous  expenses  has  $28,000  in  it  for  the  postal  rate  increase. 
That  is  mandatory.  We  need  the  funds  for  that. 

Mr.  Jonas.  What  other  items  are  in  that  category  ? 

Mr.  Anderson.  In  that  same  appropriation  we  are  asking  for 
$39,000  for  increase  in  communication  services.  I would  consider  that 
mandatory  for  the  reason  that  the  costs  have  gone  up ; that  is,  regula- 
tory agencies  fix  higher  telephone  rates  and  we  must  pay  them. 
Secondly,  the  GSA  changed  its  billing  procedure  and  we  need  $21,000 
item.  That  is  part  of  the  $39,000  however,  so  just  use  $39,000  for  that. 

As  far  as  being  mandatory,  under  travel  and  miscellaneous  expenses, 
the  printing  of  opinions  in  courts  of  appeals  is  costing  us  more. 

l\Ir.  Jonas.  That  is  based  on  an  estimate.  That  is  not  what  I would 
call  a mandatory  increase.  Did  you  underestimate  your  needs  ? 
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Mr.  Anderson.  No,  sir. 

Mr.  Jonas.  Why  are  you  having  to  come  back  for  this  supplemental 
request  on  items  that  are  not  mandatory?  Was  it  an  erroneous 
estimate  ? 

Mr.  Anderson.  I would  not  call  it  an  erroneous  estimate.  Perhaps 
it  was  too  conservative  an  estimate.  The  costs  have  gone  up  for  print- 
ing of  opinions  and  at  the  current  rate,  we  are  about  $6,000  ahead  of 
last  year. 

Mr.  Jonas.  Were  your  estimates  cut  last  year  on  these  items  by 
Congress  ? 

Mr.  Thomas.  Yes. 

Mr.  Anderson.  Yes,  they  were,  but  I do  not  think  they  were  cut 
for  that  particular  item. 

Mr.  Jonas.  I am  trying  to  get  the  record  to  show  why  you  have 
to  come  back  in  the  middle  of  the  year  for  a supplemental  request; 
whether  it  was  based  upon  an  erroneous  estimate — and  I will  strike 
out  the  word  erroneous  and  use  too  conservative  an  estimate  or  any 
word  you  would  prefer.  I can  understand  why  you  would  need  an 
increase  for  things  that  are  added  to  your  costs  by  statute  that  you 
did  not  know  about  at  the  time  you  justified  a year  ago,  but  I wanted 
to  have  the  record  show  why  these  items  were  underestimated  a year 
ago  and  see  if  we  cannot  cut  down  on  the  number  of  supplemental  re- 
quests in  the  future. 

Mr.  Anderson.  I would  say  as  far  as  the  printing  of  opinions  was 
concerned,  we  were  perhaps  too  conservative  in  estimating  our  needs 
for  1959. 

The  trend  has  been  a more  rapid  rate  of  increase  than  we  an- 
ticipated, and  at  the  moment  it  is  $6,000  ahead  of  last  year,  and  we 
are  just  past  midway,  so  it  looks  like  the  $11,000  we  are  asking  for 
would  be  correct. 

To  go  on,  the  Judicial  Conference  of  the  United  States  has  the 
authority  to  fix  rates  of  transcripts  prepared  by  court  reporters. 
In  March  1958  and  in  September  1958,  when  the  Judicial  Conference 
met,  it  increased  those  rates  so  that  we  are  running  at  a higher  rate 
now.  They  increased  the  rates  for  regular  transcript  from  55  to  65 
cents  a page,  roughly  a 20-percent  increase. 

Mr.  Jonas.  Maybe  we  should  tell  the  Judicial  Conference  to  base 
these  increases  at  the  beginning  of  the  next  fiscal  year.  How  can 
they  increase  rates  without  the  money  to  pay  for  them  ? What  if 
we  do  not  grant  this  increase  ? 

Mr.  Anderson.  Then  we  would  be  a little  short,  I’m  afraid,  sir. 

Mr.  Jonas.  Would  you  not  think  it  would  be  advisable  for  the  Con- 
ference to  take  that  into  consideration  ? 

Mr.  Olney.  Well,  most  of  the  transcript  is  paid  for  by  litigants, 
not  by  the  Treasury,  at  rates  fixed  by  the  Judicial  Conference. 

Mr.  Jonas.  I understand,  but  you  have  an  item  right  for  the  Gov- 
ernment’s share. 

Mr.  Olney.  That  is  the  Government’s  share,  which  they  have  to 
share  with  private  litigants  at  these  rates.  The  reason  for  the  in- 
crease in  the  rates  is  because  the  Conference  became  convinced  they 
couldn’t  keep  the  reporters  without  it.  They  cannot  compete  with 
the  State  reporters. 
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Mr.  Jonas.  The  Conference  knows  we  operate  the  budget  on  a fiscal 
year  basis  beginning  July  1 each  year.  Does  the  Council  think  it  is 
proper  to  arbitrarily  increase  rates  without  the  money  at  hand  and 
should  that  not  be  based  on  a fiscal  year  basis  or  tied  into  our  fiscal 
year  appropriating  process? 

Mr.  Olney.  I am  not  so  sure  it  should  be  tied  in  with  the  con- 
gressional procedure  since  the  Government’s  share  of  the  costs  on 
transcripts  and  reporters  is  probably  not  the  major  one. 

Mr.  Jonas.  You  would  be  in  bad  shape  if  the  Judicial  Conference 
raised  its  fees  and  Congress  did  not  appropriate  the  money. 

Mr.  Olney.  That  is  right,  but  this  is  not  that  type  of  an  item. 
I think  the  Conference  felt  that  this  item  would  be  understood  and 
would  be  accepted. 

Mr.  Jonas.  That  is  all. 


CIVIL  WAR  CENTENNIAL  COMMISSION 

WITNESSES 

MAT.  GEN.  U.  S.  GRANT  III,  CHAIRMAN 

KARL  S.  BETTS,  EXECUTIVE  DIRECTOR 

EDMUND  C.  GASS,  ASSISTANT  EXECUTIVE  DIRECTOR 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities:  Planning  the  commemoration  (total 
obligations) 

$76, 508 
76, 508 

$100,000 

100,000 

$23, 492 
23,492 

Financing:  (Appropriation)  new  obligational  authority 

Object  classification 


Presently 

available 

Revised 

estimate 

Increase 

Total  number  of  permanent  positions 

6 

7 

1 

Average  number  of  all  employees 

5 

6 

1 

Number  of  employees  at  end  of  year 

6 

7 

1 

01  Personal  services: 

Permanent  positions 

$47,006 

$56, 563 

$9, 657 

Other  personal  services — 

181 

218 

37 

Total  personal  services 

47, 187 

66,781 

9,594 

02  Travel 

6, 000 

8, 500 

2,500 

04  Communication  services... 

1,  758 

2,500 

742 

OFt  Rpnts  and  ntllity  services  . ...  ..  .. 

6,000 

4,000 

6,000 

11,000 

06  Printing  and  reproduction.. 

7, 000 

07  Other  contractual  services 

7, 330 

10,000 

2, 670 

08  Supplies  and  materials 

1,  445 
500 

2,000 

655 

09  Equipment  

500 

11  Grants,  subsidies,  and  contributions.. 

2, 193 

2,624 

431 

l/i  Taves  and  assessments  _ 

95 

95 

Total  obligations 

76,  508 

100,000 

23, 492 

Mr.  Thomas.  Gentlemen,  the  committee  will  please  come  to  order. 
We  have  with  us  this  morning  the  Civil  War  Centennial  Commis- 
sion, headed  by  our  able  and  distinguished  friend  of  many  years’ 
standing,  Maj.  Gen.  U.  S.  Grant  III,  Chairman  of  the  Commission. 
Who  are  the  other  gentlemen  with  us? 
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General  Grant.  Mr.  Karl  S.  Betts  is  our  Executive  Director,  and 
Mr.  Edmund  C.  Gass  is  Assistant  Executive  Director. 

Mr.  Chairman  and  members  of  the  committee;  thank  you  for  this 
opportunity  to  explain  briefly  why  we  need  this  requested  supple- 
mental appropriation  of  $23,492,  an  amount  which  will  bring  us  up 
only  to  our  authorized  annual  appropriation  of  $100,000  for  fiscal 
vear  1959. 

The  funds  are  needed  at  this  time  because  both  the  pace  and  scope 
of  the  Commission’s  work  are  increasing  at  a rapid  rate.  The  pre- 
paratory work  accomplished  during  the  calendar  year  1958  is  bearing 
fruit.  The  number  of  State  Civil  War  centennial  commissions  is 
increasing,  as  is  also  the  number  of  local  and  private  organizations 
that  want  to  take  part  in  the  centennial. 

This  is  good,  for  it  means  that  citizen  groups  throughout  the  coun- 
try are  going  to  cooperate  in  the  centennial.  It  also  means  that  the 
volume  of  our  work  is  increasing,  for  just  as  we  depend  on  those 
groups  to  give  the  centennial  a nationwide  character,  so  they,  in  turn, 
look  to  us  for  assistance  in  planning  their  programs  and  for  guidance 
in  coordinating  these  diverse  and  truly  national  activities. 

Of  the  amount  requested,  $5,268  is  needed  to  cover  pay  increase 
costs,  as  authorized  by  the  Congress  in  June  1958,  and  $18,224  to 
permit  the  Commission  to  carry  out  its  activities  in  an  effective  man- 
ner during  the  rest  of  the  1959  fiscal  year. 

Mr.  Thomas.  You  are  seeking  a supplemental  of  $23,492.  Your 
regular  budget  for  1960  is  $100,000. 

How  long  has  the  Commission  been  in  existence? 

General  Grant.  I think  December  7,  1957,  the  announcement  of 
the  personnel  was  made  and  the  Commission  had  its  first  organization 
meeting  December  20,  1957,  and  the  first  regular  meeting  on  January 
14,  1958,  so  it  has  been  in  being  a little  bit  over  a year. 

Mr.  Thomas.  Mr.  Keporter,  will  you  put  pages  1 and  2 in  the 
records. 

(The  pages  referred  to  follow :) 

Civil  War  Centennial  Commission,  1959  fiscal  year 


Appropriation  to  date $76,  508 

Obligations  to  .Tan.  31,  1959 42,  822 

Expenditures  to  Jan.  31,  1959 38,  795 

Budget  estimate  next  fiscal  year 100,  000 

Bequest  for  12  months  from  July  1,  1958 23,  492 

Employment : 

Average  number,  current  appropriation 5 

Number  involved  this  estimate 6 

Actual  employment  Jan.  31,  1959 6 


PUEPOSE  AND  NEED  FOE  SUPPLEMENTAL  FUNDS 

The  Commission  was  created  by  the  act  of  September  7,  1957  (71  Stat.  626) 
and  is  responsible  for  the  preparation  of  an  overall  program  for  commemorating 
the  100th  anniversary  of  the  Civil  War.  The  act  requires  that  reports  of 
activities  of  the  Commission  be  presented  to  the  Congress  annually. 

The  supplemental  funds  are  requested  for  the  purpose  of  providing  $5,268  to 
cover  pay  increase  costs  authorized  by  Public  Law  85-462,  approved  June  20, 
1958,  and  $18,224  for  expansion  of  the  program  during  1959  pursuant  to  the 
authorization  contained  in  Public  Law  85-918  of  September  2,  1958. 

The  additional  funds  are  needed  to  meet  the  rising  volume  of  Commission 
work,  including  such  special  projects  as  a pilot  run  of  a special  booklet ; second 
meeting  of  national  assembly ; and  one  or  more  regional  conferences  with  State 
and  local  organizations.  These  special  projects  represent  the  Commission’s 
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Lost  li()i)e  of  meeting  the  rising  volume  of  requests  from  State  and  private  organ- 
ly^aimi  throughout  the  Nation,  and  they  cannot  be  financed  with  funds  presently 
avjiihil)le. 

Mr.  T iiOMAs.  The  Commission  was  created  by  act  of  September  7, 
and  is  responsible  for  the  preparation  of  an  overall  program 
for  the  commemoration  of  the  100th  anniversary  of  the  Civil  War. 

d1u‘  supplemental  funds  are  requested  for  the  purpose  of  providing 
$r),o()8  to  cover  j)ay  increases,  and  expansion  of  the  program  during 
lO.lO  to  the  authorization,  et  cetera.  The  additional  funds  are  needed 
to  meet  the  rising  volume  of  the  Commission  work. 

1 low  many  employees  do  you  have,  six  ? 

Oenern.l  Crant.  Yes,  sir. 

Mr.  Tj  lOMAS.  You  want  to  increase  that  to  seven?  Is  that  correct? 

General  Grant.  We  may  need  the  seventh  man,  sir.  We  do  not 
want  to  put  on  a seventh  man  if  we  can  help  it. 

Mr.  ThojMas.  What  is  the  need  for  the  seven  employees  on  the 
Commission,  General? 

Both  the  volume  and  speed  of  the  work  were  at  first  restricted  by 
tiie  fact  that  the  funds  originally  authorized  by  the  Commission  were 
limited  to  $100,000  for  its  8-year  life.  The  act  of  September  2,  1958, 
increased  the  authorization  to  $100,000  annually. 

Somebody  slipped  there,  did  they  not  ? They  increased  the  appro- 
priation  800  percent.  Thus  it  is  only  now  that  the  Commission 
could  seek  an  additional  appropriation,  or  request  a supplemental 
of  $23,492,  the  difference  between  the  $100,000  authorized  for  1959 
and  the  $75,508  already  appropriated  for  fiscal  year  1959.  You  have 
five  employees.  What  are  the  salaries  connected  with  the  present 
activities?  Do  your  green  sheets  show  that?  You  have  one  Execu- 
tive Director  at  $16,500.  Is  that  under  civil  service  or  is  he  exempt 
from  civil  service? 

General  Grant.  No,  sir ; exempt  from  civil  service. 

Mr.  Thomas.  An  Assistant  Director  at  $11,357,  one  historian  re- 
searcher at  $9,901.  Then  you  have  somebody  else  at  $6,510.  Then 
we  have  one  at  $5,990  and  we  have  one  at  $4,493. 

The  able  chairman  works  without  compensation. 

General,  could  we  cut  this  in  half  without  discommoding  the  efforts 
of  the  Commission? 

General  Grant.  You  mean  the  supplemental  ? 

Mr.  Thomas.  Yes,  sir;  and  next  year’s  request  for  $100,000.  It 
started  out  at  about  $25,000  or  $30,000  a year. 

General  Grant.  The  first  year  was  only  part  of  the  year,  sir,  and 
we  had  $37,000  for  that  out  of  $100,000  that  we  had  estimated  that 
we  were  going  to  need,  but  which,  as  you  say,  I think  a misunder- 
standing or  a slipup  in  writing  the  bill,  the  amendment  to  the  bill, 
limited  us  to  $100,000  for  the  whole  7 years,  which  was  manifestly 
inadequate.  That  was  amended  so  it  would  be  $100,000  each  year. 
This  is  the  $23,000  we  need. 

Mr.  Thomas.  When  do  you  think  the  work  of  the  Commission  can 
be  successfully  wound  up? 

General  Grant.  It  has  to  be  wound  up  in  1966. 

Mr.  Thomas.  Do  you  intend  to  keep  it  going  through  1966  or  do 
you  intend  to  wind  it  up  before  that  ? 

General  Grant.  I think  that  the  end  of  1965  is  going  to  be  perhaps 
one  of  the  chief  years  as  far  as  commemorations  and  ceremonies  are 
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concerned,  and  then  we  will  have  to  make  up  our  suitable  report  for 
your  information  and  for  the  record. 

Mr.  Thomas.  General,  you  know  it  is  nice  to  see  you.  You  look 
remarkably  well.  You  have  done  enou|2^h  work,  and  I can  testify, 
for  the  last  20  years,  of  a patriotic  nature,  without  remuneration. 
You  have  been  all  over  the  country  doin<r  outstanding  service.  Con- 
gratulations to  you.  You  have  been  truly  a patriot. 

General  Grant.  Maybe  I have  been  too  busy  to  get  sick. 

Mr.  Thomas.  I hope  you  stay  just  that  busy  for  at  least  40  more 
years. 

Mr.  Kirwan  ? 

Mr.  Ktrwan.  Mr.  Grant,  should  this  not  have  been  in  the  regular 
Interior  bill  ? 

General  Grant.  No,  sir.  I think  the  Com.mission  should  get  its 
own  funds  and  not  be  a part  of  the  Interior  Department.  After  all, 
it  is  a national  commission.  The  Interior  Department  is  handling 
our  fiscal  disbursements  and  what  you  might  call  the  routine  work, 
because  we  thought  that  it  would  be  very  much  better  to  have  an  ex- 
perienced office  that  was  already  in  existence  do  that  as  a byproduct, 
you  might  say,  rather  than  set  up  a new  financial  and  disbursing 
officer  who  probably  would  not  know  very  much  about  Government 
regulations,  et  cetera. 

I have  had  some  experience  with  trying  to  set  up  a new  disbursing 
office  under  the  Government  and  it  does  not  work  too  well.  It  is  a 
headache  for  sometime. 

(Off  the  record.) 

General  Grant.  We  hope  we  are  setting  a good  example  in  our 
Commission.  We  have  really  a very  small  staff  for  this  purpose  but 
it  is  a very  competent  staff.  We  have  been  particularly  fortunate  in 
the  personnel.  We  do  not  want  to  increase  the  number  of  persons  if 
we  can  possibly  help  it. 

Mr.  Kirwan.  Off  the  record. 

( Off  the  record. ) 

Mr.  Kirwan.  That  is  all,  Mr.  Chairman. 

General  Grant.  This  compares  quite  favorably,  I think,  with  the 
appropriations  that  have  been  made  for  commissions  of  the  same 
sort  who  had  only  a 1-year  job,  you  might  say,  like  the  Lincoln  Ses- 
quicentennial  Commission.  I think  they  got  $250,000. 

Mr.  Thomas.  Mr.  J ensen  ? 

Mr.  Jensen.  I just  want  to  say  it  is  mighty  nice  to  see  the  general 
again.  I have  known  of  his  good  work  for  many,  many  years.  I have 
known  of  his  fine,  patriotic  service  to  our  country  and  I,  too,  want  to 
congratulate  you.  General,  for  being  such  a public  spirited  gentleman 
of  the  highest  order. 

I remember  well  during  the  war  when  the  Solid  Fuels  Administra- 
tor came  before  this  committee  right  in  this  room  and  asked  for  an 
additional  50  people  to  work  in  his  agency.  He  had  then  89  and  he 
had  been  doing  such  a wonderful  job,  I think  possibly  the  finest  job 
any  agency  of  Government  ever  did  was  done  during  the  war  by  the 
Solid  Fuels  Administrator.  So  the  committee  said  to  him — in  fact, 
I was  chairman  of  the  Interior  Committee  at  that  time — I said,  “My 
friend,  you  are  not  going  to  get  a single  additional  person.  I will 
tell  you'why.  Because  you  have  done  such  a wonderful  job  with  the 
89  people  you  have  in  your  agency,  and  I would  be  afraid  if  we  gave 
you  an  extra  employee,  you  would  start  resting  on  your  oars  and  you 
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would  do  a bad  job,  as  most  every  agency  of  Government  does  that  is 
overstaffed.” 

General,  I am  not  sure  whether  I am  even  going  to  be  for  giving  you 
Un  extra  person,  because  your  little  Commission  here  has  done  a won- 
derful job  up  to  date.  I am  not  saying  I would  be  against  it,  but  that 
is  my  general  feeling. 

General  Grant.  We  will  not  put  him  on  unless  we  have  to,  sir,  I 
assure  you  of  that.  We  have  no  one  on  the  staff  who  is  an  experienced 
historian  and  who  knows  where  to  look  for  sources,  and  so  on.  We 
are  getting  questions  all  the  time  about  different  things,  historical 
matters,  which  require  investigation  or  looking  into.  We  have  been 
able  to  do  that  so  far  by  inquiries  of  friends  and  members  of  the 
Commission  itself. 

Ml*.  Jensen.  General,  I consider  you  an  expert  historian. 

General  GrxVnt.  You  flatter  me. 

Mr.  ,Tensen.  Then  we  have  the  Library  of  Congress  over  here  that 
can  give  your  Commission  about  all  the  information  that  I imagine 
anyone  could  dig  out  in  a year’s  time.  I am  not  taking  issue  with  you, 
General,  because  I know  you  are  a conservative  at  heart  and  want 
to  do  the  best  job  possible ; but  is  the  Commission  taking  advantage  of 
all  the  knowledge  in  the  Library  of  Congress  ? 

General  Grant.  Absolutely,  sir.  We  are  in  close  touch  with  them 
and  are  friends  of  many  of  them,  and  they  are  very  cooperative  and 
helpful.  That  is  certainly  one  of  the  contributing  reasons  why  we 
have  not  had  to  put  on  a historical  man.  However,  there  are  a great 
many  sources  of  Civil  War  history  that  are  not  in  the  Library  of 
Congress  and  they  do  not  even  know  about  sometimes.  We  may  have 
to  have  such  an  assistant,  but  as  I say,  I do  not  want  to  put  him  on. 
I thoroughly  agree  that  the  fewer  people  you  have  the  less  time  is  lost 
in  arguing  with  one  another. 

Mr.  Thomas.  Thank  you,  gentlemen.  It  is  nice  to  have  seen  you. 


Monday,  February  23, 1959. 

CORREGIDOE  BATAAN  MEMOEIAL  COMMISSION 

WITNESSES 

HON.  EMMET  O’NEAL,  CHAIRMAN 

CAPT.  SAMUEL  G.  KELLY,  USN,  RETIRED,  EXECUTIVE  DIRECTOR 


Program  and  financing 


1958  actual 

1959  estimate 

1960  estimate 

Program  by  activities: 

Planning  for  the  Memorial: 

Total  obligations  . __  

$26,  437 

$10, 833 

$39, 600 
-39, 600 

Financing: 

Unobligated  balance  brought  forward 

Unobligated  balance  carried  forward 

39,  600 

TTrmbligatfid  balance  no  longer  available 

17, 563 

New  obligational  authority  

44, 000 

50, 433 

New  obligational  authority: 

Appropriation  _ _ _ 

44,  000 

4,433 
46, 000 

Proposed  supplemental  _ 
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Object  cl^sification 


1958  actual 

1959  estimate 

1960  estimate 

Tntal  niiTTihpr  nf  pprm»rtPTif;  prtsitioPS.  - 

2 

3 

3 

4 Tppagp.  rmmbpr  rrf  n.11  PTnplnyops  

2 

1 

3 

VjTTnhPT  nf  pTTiplnyflP-s  at  P.nd  of  vear 

2 

2 

3 

A vprftfrp.  GP  gr*dA  and  - - . . 

5 $4,480 

6 $5,273 

$13,  374 

5 $4,555 

Average  salary  ungraded  positions 

$12,150 

$13, 374 

01  Personal  services: 

Permanent  positions 

$15,  859 
61 

9,004 

22.484 

Other  personal  services  

173 

Total  personal  services 

15, 920 
623 

9,004 

1,035 

22,657 

02  TraveL. 

8,000 

03  Transportation  of  things 

120 

83 

100 

04  Communication  services 

216 

107 

300 

06  Printing  and  reproduction 

643 

261 

300 

07  Othpr  pnntraptnal  .services  _ 

8,338 

96 

7,255 

240 

08  Supplies  and  materials 

113 

11  Grants,  subsidies  and  contributions 

296 

146 

19S 

15  Taxes  and  assessments  

185 

84 

156 

Total  nhlig.ations _ _______ 

26,  437 

10.833 

39,600 

Mr.  Thomas.  We  have  with  us  today  the  Corregidor  Bataan  Memo- 
rial Commission,  ably  represented  by  our  distinguished  friend  and 
colleague  of  many  years,  who  is  the  Chairman,  Emmet  O’hTeal,  and 
Capt.  Samuel  G.  Kelly,  U.S.  Kavy,  Ketired,  Executive  Director. 

ilr.  Ambassador,  it  is  a pleasure  to  see  you  and  have  you  with  us. 
If  you  have  a statement  for  us,  we  will  be  delighted  to  hear  from  you. 

Mr.  O'Xeal.  Thank  vou,  Mr.  Chairman. 

*/  7 • ♦ • • 

I will  ask  the  indulgence  of  the  committee  in  reading  a very  brief 
statement.  I will  not  attempt  to  go  into  the  whole  intent  and  purpose 
of  what  we  expect  to  accomplish  as  the  Corregidor  Bataan  Memorial 
Commission,  but  since  this  is  an  Appropriations  Committee,  I will 
try  to  confine  it  largely  to  the  appropriations,  if  that  meets  with  your 
pleasure. 

May  I very  briefly  state  some  of  the  purposes  of  the  Corregidor 
Bataan  Memorial. 

To  honor  the  4 million  Filipinos  and  Americans  living  and  dead 
who  served  in  the  war  in  the  Pacific.  They  are  in  every  State  in  the 
Union. 

To  commemorate  the  greatest  and  most  unselfish  feat  of  arms  in 
the  history  of  the  world. 

To  use  the  living  memorial  as  an  instrumentality  for  combating 
commimism. 

To  dedicate  for  posterity  the  hallowed  island  of  Corregidor.  There 
will  be  concentrated  and  preserved  the  history  of  the  war  in  the 
Pacific,  its  memorabilia,  its  records,  its  true  meaning,  as  well  as  the 
names  of  those  who  served. 

To  place  this  impressive,  sensitive  memorial  on  Corregidor  as  an 
expression  of  appreciation  from  the  United  States  which  will  mean 
much  to  the  Philippines  and  the  Far  East. 

^ If  the  United  States  continues  its  policy  of  foreign  aid,  and  par- 
ticularly to  the  Philippines,  in  my  opinion  every  dollar  spent  on  this 
memorial  will  serve  the  purpose  of  our  foreign  policy  better  than  a 
like  amount  spent  in  any  other  way. 


26 


Sliortly  before  Congress  convened  I sent  to  each  one  of  you  a rather 
full  explanation  of  the  work  and  purposes  of  the  Commission. 

C'ongress  created  the  Commission,  and  in  three  legislative  bills 
expressed  its  approval  of  the  plan  to  place  upon  Corregidor  a sen- 
sitive, impressive  memorial.  We  do  not  need  any  further  legislative 
authority  for  the  work  of  the  Commission. 

In  fact,  last  year  the  House  passed  the  authorization  for  the  com- 
plete cost  of  the  memorial.  Due  to  shortage  of  time  it  did  not  get 
through  the  Senate,  and  we  will  be  back  again  this  year  on  such  a 
legislative  bill. 

Our  request  in  this  supplemental  bill  is  for  $46,000  for  our  barest 
expenses  in  operating  our  office.  That  is  the  entire  amount  we  are 
asking  in  this  hill.  Incidentally,  we  turned  back  $17,000  last  year  out 
of  what  we  had.  The  entire  Board,  consisting  of  three  Senators,  three 
Congressmen,  and  three  civilians,  receive  no  salary  or  pay  in  any  way, 
includingthe  Chairman. 

This  request  will  take  care  of  our  office  expenditures,  typist-clerk, 
and  an  executive  director. 

Provision  is  also  made  for  travel  to  Corregidor  Island  by  not  more 
than  three  Commission  members  or  staff  personnel  ; this  travel  will  be 
authorized  only  if  initiation  of  the  construction  phase  occurs  during 
the  fiscal  year  of  1960.  Additionally,  provision  is  made  for  obtaining 
architectural,  sculptural,  and  engineering  guidance  and  advice  by 
menus  of  contractual  services. 

Under  the  appropriation  staff  planning  will  proceed  on  the  de- 
velopment of  the  following:  A draft  contract  with  the  design  archi- 
tect; a list  of  qualified  and  acceptable  sculptors  and  muralists;  sketch 
drawings  of  the  memorial  based  on  the  approved  design;  a list  of 
historical  items  to  be  obtained  from  naval  vessels  that  served  in  the 
Pacific  war.  Finally,  budgetary  and  legislative  presentations  will 
be  prepared  for  use  during  the  1st  session  of  the  86th  Congress. 

I will  be  glad  to  answer  any  question  the  members  may  have  on  the 
work  of  the  Corregidor-Bataan  Memorial  Commission. 

Mr.  Thomas.  That  is  a very  nice  statement.  We  commend  you  for 
it. 

You  are  seeking  $46,000  for  the  remainder  of  fiscal  1959,  but  you 
also  seek  by  language  to  have  that  $46,000  remain  available  until 
June  30, 1960. 

Mr.  O’Neal.  That  is  correct. 

Mr.  Thomas.  We  will  put  pages  1 thru  5 of  the  justifications  in  the 
record  at  this  point. 

(The  pages  referred  to  follow :) 

SALARIES  AND  EXPENSES 

For  expenses  necessary  to  carry  ont  the  provisions  of  the  Act  of  August  5, 
19r).3.  as  amended  (07  Stat.  366,  69  Stat.  589,  71  Stat.  457,  and  72  Stat.  416), 
$46,000,  to  remain  available  until  June  30, 1960. 

JUSTIFICATION  OF  REVISED  ESTIMATE,  REMAINDER  OF  FISCAL  YEAR  1959  AND  FISCAL 

YEAR  1960 

Basic  legislation  provides  for  the  Corregidor  Bataan  Memorial  Commission 
to  erect  on  Corregidor  Island  a memorial  to  all  those  who  served  under  the 
American  flag  in  the  Pacific  area  during  World  War  II. 

The  overall  program  developed  to  carry  out  the  basic  legislation  listed  three 
broad  tasks  to  be  accomplished,  (1)  The  selection  of  an  appropriate  design  for 
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the  memorial ; (2)  the  obtainment  of  funds  for  the  construction  of  the  memorial ; 
and  (3)  the  actual  construction  of  the  memorial. 

The  first  task  was  completed  in  April  1957,  under  the  first  appropriation  of 
$56,000  made  for  the  fiscal  year  1957. 

The  second  task  was  initiated  during  the  fiscal  year  1958  under  the  second 
appropriation  of  $14,000;  a preliminary  survey  to  determine  the  potential  re- 
sponse to  a national  fundraising  effort  has  been  completed.  In  addition,  basic 
organiaition  plans  for  a fundraising  effort  have  been  drafted. 

The  principal  effort  during  the  fiscal  years  1959-60,  under  the  requested  ap- 
propriation of  $16,000  will  be  the  development  of  further  information  and  stutlies 
to  permit  the  Commission  to  make  a decision  as  to  the  type,  timing,  and  the 
sc'ope  of  a fundraising  effort.  Additionally,  future  planning  of  a broad  nature 
will  be  undertaken  on  the  sculptural  embellishments  of  the  memorial.  Finally, 
the  appropriation  requested  will  imovide  for  a small  staff  to  carry  out  these 
necessary  planning  tasks,  provide  for  administrative  office  responsibilities,  and 
I)ermit.  if  required,  on-site  visits  to  Corregidor  Island  by  Commission  and  staff 
members. 

The  completed  memorial  will  constitute  a permanent  symbol  of  international 
devotion  to  the  cause  of  peace  and  hemispheric  understanding  and  will  be  a con- 
stant reminder  to  future  generations  of  the  bravery  and  sacrifices  of  the  Fili- 
pinos and  Americans  who  died  in  the  fight  for  the  preservation  of  freedom  and 
democracy. 

!Mr.  Thomas.  This  shows  that  you  received  in  1957,  the  first  year, 
$56,0  ^0;  1958,  $M,000;  and  now  you  are  seeking  this  supplemental 
here  for  $46,000.  How  many  employees  do  you  have  ? 

Mr.  O’Xeal.  Two.  We  may  need  another,  but  we  have  never  had 
over  two. 

Mr.  Thoimas.  $13,374.  What  is  the  other  salary  here  ? 

Mr.  O’XTeal.  a typist-clerk. 

Mr.  Kelly.  It  will  be  a grade  7. 

Mr.  Thomas.  What  is  that  salary  ? 

Mr.  Kelly.  Approximately  $5,273. 

Mr.  Thomas.  You  have  two  salaries,  about  $21,000.  What  goes 
with  the  remainder  of  it  ? 

Mr.  Kelly.  The  remainder  of  the  funds  is  made  up  in  two  items. 

Mr,  Thomas.  Other  contractual  services  ? 

Mr.  Kelly.  And  mileage. 

Mr.  Thomas.  MTiat  is  the  other  contractual  services?  You  spent 
$8,338  in  1958.  What  is  that  for  ? 

Mr.  Kelly.  Chiefly  for  the  architectural  adviser,  Mr.  John  Harbis- 
son,  who  acts  in  that  capacity  with  the  American  Battle  Monuments 
Commission  and  also  acts  as  adviser  to  the  Architect  of  the  Capitol, 
a very  distinguished  architect. 

Mr.  Tho3ias.  $1,035  for  travel  against  $8,000  for  next  year. 

Mr.  EYlly.  As  the  chairman  said  in  his  statement,  the  $8,000  repre- 
sents travel  which  may  be  performed  to  the  Philippines. 

Mr.  Tho3ias.  Do  you  have  a regular  bill  for  fiscal  1960  or  is  this  it? 

Mr.  Kelly.  This  is  it,  sir. 

Mr.  O’Yeal.  The  authorization  was  passed  last  year,  but  we  did 
not  get  this  amount. 

Mr.  Tho3ias.  Should  this  not  go  back  to  the  regular  subcommittee  ? 
Who  handles  this?  General  Government  Matters  handles  this. 
Should  this  not  go  there  ? This  is  not  a deficiency.  It  is  a regular  ap- 
propriation bill. 

Mr.  Kelly.  I believe  the  Bureau  of  the  Budget  looked  upon  it  as 
a deficiency  for  the  remainder  of  1959. 
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FUNDS  FOR  CX)NSTRUCnON  OF  THE  MEMORIAL 

Thomas.  You  set  it  out  very  well  here.  You  say  on  page  3 : 

The  overall  prof^am  developed  to  carry  out  the  basic  legislation  listed  three 
broad  tasks  to  be  accomplished,  (1)  the  selection  of  an  appropriate  design  for 
the  memorial ; (2)  the  obtainment  of  funds  for  the  construction  of  the  memorial; 
and  (3)  the  actual  construction  of  the  memorial. 

How  much  do  you  think  that  will  be?  That  is,  the  funds  necessary. 

Mr.  Kelly.  $7.5  million. 

Mr.  Thomas.  How  did  you  arrive  at  the  figure  of  $7.5  million? 
Is  that  a limitation  put  in  your  original  act? 

Mr.  Kelly.  That  is  as  realistic  an  estimate  as  the  design  architect 
could  furnish. 

Mr.  Thomas.  Where  is  the  $7.5  million  going  to  come  from  ? You 
state  in  here,  “In  addition,  basic  organization  plans  for  a fund-rais- 
ing effort  have  been  drafted.” 

Mr.  O’Neal.  Mr.  Chairman,  may  I explain  that,  please.  Congress 
authorized  us  to  get  this  money — there  was  no  prohibition  as  to  how 
we  should  get  it — either  from  Congress  or  from  public  subscription. 
We  went  into  the  matter  very  carefully.  At  the  time  we  started  it 
appeared  we  were  in  a period  of  extreme  prosperity. 

As  you  know,  that  changed.  We  had  these  experts  who  made  a 
study  for  several  months  and  advised  us  it  would  take  3 or  4 years 
to  start  to  get  the  money  by  public  subscription. 

Mr.  Thomas.  Is  it  the  intention  of  the  Committee  to  seek  the  $7.5 
mill  ion  in  appropriated  funds  from  the  Congress  ? 

Mr.  O’Neal.  Such  an  authorization  was  passed  last  year  by  the 
House,  and  I think  it  had  the  approval  of  a majority  of  the  individual 
members  of  the  Foreign  Relations  Committee  of  the  Senate.  It  did 
not  pass  due  to  a procedural  delay.  Therefore,  we  are  coming  back 
this  year  for  the  authorization  of  $7.5  million,  all  of  which  I will 
justify  now  or  at  anytime  any  committee  wishes  to  hear  me.  In  ad- 
dition to  many  reasons  for  the  memorial,  the  expenditure  of  this 
money  in  the  Philippines  now  would  do  as  much  good  in  our  foreign 
program  today  as  any  dollars-and-cents  expenditure  we  can  make. 
I will  be  glad  to  go  into  this  with  this  committee,  if  you  desire. 

Mr.  Thomas.  I do  not  know  that  this  is  the  proper  time.  This  is 
a deficiency  for  1959. 

Mr.  O’Neal.  We  did  not  have  the  authority  last  year  to  come  before 
this  Appropriation  Committee  of  the  House  to  get  the  money  we 
needed  to  run  us  all  the  last  fiscal  year.  The  Senate  put  it  in  on  the 
floor  because  the  authorization  was  passed  after  the  bill  left  the  House. 
The  Senate  put  it  in  the  bill  on  the  floor  and  it  came  back  to  a House 
subcommittee;  I had  had  no  chance  to  appear  before  the  committee 
due  to  the  shortness  of  time.  The  Appropriation  Subcommittee  of 
the  House  in  conference  did  not  concur  in  the  Senate  amendment. 

We  have  had  no  money  for  several  months.  The  burden  of  carry- 
ing the  office  fell  not  only  on  me  but  on  some  others.  To  that  extent 
it  is  a deficiency  for  1959  which  we  are  asking,  and  we  need  the 
money,  we  have  operated  without  any  help  at  all  in  the  last  several 
months.  We  need  it  at  once  in  order  to  keep  our  program  rolling 
in  the  proper  way. 

As  far  as  the  whole  subject  matter  is  concerned,  I did  not  know 
how  far  to  present  to  this  committee  the  entire  work  of  the  Com- 
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mission.  There  is  nobody — with  the  possible  exception  of  a few— who 
has  gone  into  this  thing  with  us,  both  in  the  Philippines  and  in  the 
United  States,  who  has  not  agreed  it  is  one  of  the  most  worthwhile 
things  the  U.S.  Government  is  trying  to  do  in  our  foreign  affairs. 
I would  like  to  present  it  to  you  in  great  detail  because  I am  very 
full  of  this  whole  subject,  gentlemen. 

I know  you  do  not  have  time  to  do  it,  but  we  are  asking  you  here 
to  give  us  our  operating  expenses  for  our  office  so  we  can  carry  on. 
Then  if  anybody  wants  to  go  into  it  in  detail,  I would  like  very 
much  to  have  the  opportunity  of  explaining  the  whole  purpose. 
Generally  people  do  not  realize  the  importance  of  this  thing. 

Just  one  thing  alone.  We  have  memorialized  in  Europe  to  the  ex- 
tent of  over  $40  million,  and  appropriations  have  come  through 
the  Appropriations  Committee.  We  have  not  spent  for  memorial 
purposes  in  the  Far  East  hardly  anything.  There  is  one  cemetery  in 
the  Philippines  for  American  soldiers  only. 

Mr.  Thomas.  There  is  a hospital  down  there  for  which  we  have 
been  asked  to  appropriate  about  $2  million  for  1960.  These  funds 
are  to  maintain  it. 

Mr.  O’Neal.  There  will  be  no  maintenance  on  this,  gentlemen.  This 
will  be  a great  asset.  I read  in  the  Reader’s  Digest  a couple  days  ago 
that  one  historical  memorial  that  will  bring  28  people  a day  to  view 
it  is  worth  more  to  the  economy  of  a community  than  a factory  with 
a pay  roll  of  $100,000  a year.  That  is  why  all  of  the  States  in  the 
Union  are  building  up  all  they  can  as  far  as  tourist  travel  is  con- 
cerned. This  will  be  the  most  outstanding  tourist  attraction  the 
Philippines  has.  It  will  be  one  of  the  most  amazing  memorial  in  the 
world.  It  will  be  comparable  to  the  Taj  Mahal  and  comparable  to 
anything  in  the  world  as  stated  by  experts.  It  will  bring  large 
numbers  of  people  to  see  it.  Talking  in  practical  terms  of  helping 
the  Philippines,  outside  of  the  sentimental  value,  you  are  giving  the 
Philippines  something  that  may  draw  hundreds  of  people  a day.  Its 
value  to  the  economy  of  the  Philippines  is  tremendous. 

In  addition  to  that,  most  of  this  money  would  be  spent  in  labor  and 
materials  in  the  Philippines. 

Mr.  Thomas.  Mr.  Kirwan. 

Mr.  Kirwan.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  O’Neal.  My  feeling  is  that  the  Congress  is  so  busy  and  has  so 
much  to  do  I feel  I cannot  get  to  the  membership  to  tell  them  the  story. 
I cannot  get  the  time  to  do  it.  You  gentlemen  do  not  have  the  time. 
We  would  have  had  the  bill  through  in  the  Senate  last  year,  but  they 
could  not  even  call  a committee  hearing  in  the  last  week.  If  I had 
the  time  to  sit  down  with  each  of  the  members  of  this  committee  and 
tell  the  story,  I do  not  have  a question  but  that  I would  have  the 
enthusiastic  support  of  90  percent  of  the  Members  of  Congress.  We 
ask  to  have  this  small  amount  of  money  to  keep  going  properly. 

Mr.  Thomas.  Mr.  Jensen. 

Mr.  Jensen.  I am  pleased  to  see  our  good  former  colleague  with  us 
today.  I know  of  his  great  interest  in  this  subject.  He  has  talked 
to  me  about  it  on  several  occasions. 

I can  say  only  that  I am  very  sympathetic  and  I shall  certainly 
give  your  request  every  consideration  because  I know  that  you  are  a 
very  sincere  man  and  we  like  you  and  the  way  you  operate. 
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Mr.  O’Neal.  Thank  you  very  much.  I do  not  think  I was  known  as 
a spender  when  1 was  on  tliis  committee. 
j\Ir.  Thomas.  Thank  you,  gentlemen. 

Mr.  O'Neal.  Thank  you,  Mr.  Chairman. 


Monday,  February  23, 1959. 
CIVIL  AEKONAUTICS  BOAKD 

WITNESSES 

JAMES  R.  DURFEE,  CHAIRMAN 

M.  C.  MULLIGAN,  DIRECTOR,  BUREAU  OF  AIR  OPERATIONS 
FRANKLIN  M.  STONE,  GENERAL  COUNSEL 
JOHN  B.  RUSSELL,  CHIEF,  OFFICE  OF  ADMINISTRATION 
IRVING  ROTH,  ASSOCIATE  DIRECTOR  (DOMESTIC),  BAO 
HARRY  H.  SCHNEIDER,  CHIEF,  RATES  DIVISION,  BUREAU  OF  AIR 
OPERATIONS 

Payments  to  Air  Carriers 


Summary  of  estimated  obligations  and  payments 


Estimate 
per  1959 
budget 

Revised 

estimate 

1959 

Increase 

Estimated  subsidy  accrual  (amount  to  be  due  carriers  under 
final  mail  rates)  for  carrier  operations  during  the  year...  . . 
Deduct  that  part  of  the  above  subsidy  accrual  which  is  not  ex- 
pected to  be  covered  by  mail  rates  until  later  years. 

$40,  727,  657 
-532,  783 

$51, 329, 867 
-1, 415, 720 

$10, 602,  210 
-882, 937 

Subtotal,  obligations  for  carrier  operations  during  the 
year  

40, 194,  874 
2,  443,  960 

49,  914, 147 
10,757.498 

9, 719, 273 
8, 313,  538 

Obligations  for  carrier  operations  in  prior  years 

Gross  obligations 

42,  638,  834 

60,  671,  645 
-2,  090,  755 

18, 032, 811 
-2, 090,  755 

Reduction  of  amounts  obligated  in  prior  years 

Total  ('net')  obligations  

42,  638, 834 

3,  524,  494 
-3,  580,  693 

-1,  832,  635 

58,  580,  890 

4, 150,  967 
-4,  242,  388 

-55,  718 

15,  942, 056 

626,  473 
-661,  695 

1, 776,  917 

Unoliquidated  obligafions: 

Brought  forward  from  prior  years 

Carried  forward  at  end  of  year 

Unc  -llected  refunds; 

Brought  forward  from  prior  years 

Carried  forward  at  end  of  year 

Net  payments 

40,  750, 000 

58,  433,  751 

17,  683,  751 
401,  249 

Payments  in  1958  from  1959  appropriation 

Proposed  supplemental  appropriation 

18,  085, 000 

Mr.  Thomas.  We  have  with  us  this  morning  the  Civil  Aeronautics 
Board.  We  have  its  very  able  and  distinguished  chairman,  Mr.  Bur- 
fee;  Mr.  Mulligan,  Director  of  the  Bureau  of  Air  Operations;  Mr. 
Stone,  the  General  Counsel ; Mr.  Russell,  Chief  of  the  Office  of  Admin- 
istration ; Mr.  Roth,  Associate  Director  of  the  Bureau  of  Air  Opera- 
tions; Mr.  Schneider,  Chief  of  the  Rates  Division,  Bureau  of  Air 
Operations. 

Mr.  Chairman,  do  you  have  a statement  for  us  ? 

Mr.  Dureee.  I have  a brief  statement. 
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Mr.  Chairman,  I am  here  today  in  support  of  the  Board’s  request 
for  additional  funds,  a supplemental  appropriation  in  the  amount  of 
$18,085,000,  for  the  payment  of  subsidies  to  air  carriers. 

These  additional  funds  are  needed  in  order  for  the  Board  to  pay 
the  carriers’  subsidy  bills  as  they  become  due. 

The  need  for  supplemental  funds  in  1959  has  been  foreseen  by  the 
Board  for  many  months.  In  fact,  when  we  appeared  before  the 
Congress  a year  ago  in  connection  with  our  1959  budget  estimates,  we 
pointed  out  that  the  1959  budget  estimates  were  understated  and  that 
a supplemental  appropriation  would  be  required  in  1959. 

That  was  when  we  appeared  last  year  before  the  other  committee, 
the  Committee  on  Commerce  and  Related  Agencies.  I believe  we 
pointed  out  that  a substantial  supplemental  appropriation  would  be 
required  in  1959,  because  there  were  factors,  affecting  our  projection 
of  subsidy  requirements,  which  were  in  an  early  stage  of  development 
and  where  it  was  impossible  to  project  any  accurate  figures.  Some 
of  the  imponderables  were  the  route  awards  that  were  then  pending 
before  the  Board  involving  expansion  of  local  service ; the  acquisition 
of  new  equipment  by  carriers,  which  was  then  contemplated  and  in 
process;  in  some  cases  applications  pending  for  guaranteed  loans, 
which  had  not  been  acted  on ; and  also  the  rising  costs  of  carrier  op- 
erations. For  those  reasons,  it  was  impracticable  to  break  out  in 
detail  these  imponderables  in  fixing  our  1959  subsidy  figures  and  we 
pointed  out  that  we  would  have  to  ask  for  a supplemental. 

The  situation  has  been  clarified  considerably  by  subsequent  actions 
of  the  Board,  although  there  are  a great  many  variables  that  still 
exist  in  projecting  subsidy  figures  and  there  are  quite  a substantial 
number  of  route  cases  that  still  have  to  be  decided. 

However,  we  feel  we  have  made  sufficient  progress,  particularly  in 
the  route  case  area,  to  enable  us  to  project  with  some  degree  of  accuracy 
our  subsidy  needs  through  fiscal  1960. 

This  supplemental  request  was  constructed  as  an  integral  part  of 
the  1960  budget  estimates  which  estimates  are  intended  to  reflect  the 
following : 

(a)  The  impact  of  all  new  routes  which  have  been  awarded  or 
announced  and  the  estimated  effect  of  new  route  awards  yet  to  be  made 
under  pending  cases ; 

(h)  The  operation  of  new  equipment  by  the  smaller  carriers; 

(c)  Increased  costs  in  accordance  with  current  trends ; 

( d)  The  effect  of  authorized  fare  increases ; and 

(e)  The  effect  of  increasing  the  rate  of  return  for  local  service 
carriers  from  8 to  9.5  percent. 

The  details  of  this  supplemental  estimate,  as  well  as  our  estimates 
for  1960,  are  set  forth  in  the  justification. 

Mr.  Thomas.  It  is  a nice  statement.  You  are  always  to  the  point, 
a man  of  great  principle  but  very  few  words. 

Mr.  Durfee.  Thank  you,  sir. 

Mr.  Thomas.  We  will  put  pages  2 and  3 in  the  record  and  these 
fine  tables  on  pages  4 and  5 where  he  breaks  down  his  estimated  pay- 
ments to  air  carriers  during  fiscal  1959. 

(The  pages  referred  to  follow :) 

37458 — 59 3 
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(H.  Doc.  58) 

Rt^qiiest : $18,085,000  to  remain  available  until  expended. 

Needed  : April  1, 1959. 

Current  estimate  of  cash  requirements,  fiscal  year  1959 


Funds  available: 

(a)  Appropriation  1959  (realized) $40,750,000 

( b ) Payments  in  1958  from  1959  appropriation —401,  249 


(c)  Total 40,348,751 

Actual  subsidy  payments  made  during  the  period  July  1,  1958 

through  31,  1959 30,196,902 

Cash  balance  available  as  of  January  31,  1959 10, 151,  849 

Estimated  cash  requirements  during  the  period  Feb.  1 through 

June  30,  1959 28,236,849 

Estimated  deficit  and  supplemental  appropriation  required 18,  085,  000 


PURPOSE  AND  NEED  FOR  SUPPLEMENT  FUNDS 

The  amount  appropriated  for  “Payments  to  air  carriers”  in  1959  totaled 
$40,750,000.  However,  as  shown  above,  $401,249  of  this  amount  was  expended 
during  the  fiscal  year  1958  under  the  “immediately  available  for  expenditure” 
provision  of  the  1959  Appropriation  Act.  Therefore,  the  balance  of  $40,348,751 
represents  the  total  cash  available  for  expenditure  during  the  fiscal  year  1959. 
It  is  now  estimated  that  during  the  fiscal  year  1959,  in  order  for  the  Board  to 
pay  the  carriers’  subsidy  bills  as  they  become  due,  net  payments  will  total 
$58,433,751.  On  this  basis  a deficit  of  $18,085,000  is  indicated. 

In  this  connection,  the  Board,  last  year,  in  submitting  its  1959  budget  esti- 
mates to  the  Congress,  pointed  out  that  a supplemental  appropriation  would  be 
required  for  1959.  This  was  based  on  (1)  the  Board’s  program  for  reexamina- 
tion and  modification  of  route  structures,  particularly,  the  local  service  area 
route  proceedings;  (2)  new  equipment  scheduled  for  delivery  which  would 
initially  result  in  increased  operating  costs;  and  (3)  other  overall  cost  in- 
creases. However,  since  it  was  not  then  practicable  to  project  how  extensive 
the  effect  of  these  factors  would  be  and  since  supplement  funds  would  not  be 
required  until  the  latter  part  of  the  fiscal  year  1959,  no  provision  for  the  antici- 
pated increase  was  included  in  the  regular  1959  estimates. 

The  situation  has  since  clarified  to  a considerable  extent,  although  many 
variables  still  exist,  and  it  is  now  estimated  that  the  1959  supplement  needed 
to  pay  the  carriers’  bills  will  approximate  $18,085,000.  Thus,  the  current  esti- 
mates reflect  payments  in  1959  in  the  total  amount  of  $58,433,749  compared  with 
the  $40,750,000  included  in  the  regular  1959  budget  estimates. 

The  current  estimates  are  intended  to  reflect:  (1)  all  route  awards  embodied 
in  formal  decisions  or  announcements  by  the  Board,  including  adjustments  to 
operating  authority;  (2)  plans  the  carriers  have  made  for  reequipping  with 
more  modern  and  efiScient  aircraft;  and  (3)  the  cost  effect  of  these  new  serv- 
ices and  equipment.  The  validity  of  these  estimates  depends  to  a large  degree 
on  the  time  the  new  aircraft  are  acquired  and  put  into  service,  when  the  routes 
awarded  will  be  activated,  and  when  the  related  mail  rate  revisions  will  be 
issued  by  the  Board. 

A comparison  of  the  Board’s  current  estimate  of  subsidy  payments  during  the 
fiscal  year  1959,  with  its  estimates  as  submitted  to  the  Congress  a year  ago, 
is  shown  by  individual  carrier  in  a table  which  follows.  In  addition,  the 
detailed  construction  of  the  1959  payment  estimates  is  shown  in  an  attached 
appendix  which  was  constructed  in  connection  with  presentation  of  the  Board’s 
1960  budget  estimates.  Also,  because  it  contains  a substantial  amount  of  in- 
formation bearing  on  the  subsidy  estimates,  there  is  attached  a copy  of  the 
Board’s  October  1958  report  entitled  “Service  Mail  Pay  and  Subsidy  for  the 
U.S.  Certificated  Air  Carriers.” 
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Estimated  payments  to  air  carTUT's  during  the  fiscal  year  1959 


Carrier 

Estimated 
payments 
in  1959  per 
1959  budget 

Current  estimate  of  payments 
during  1959 

Difference 
increase  (-4-) 
decrease  (—), 

Actual 
July  1, 1958- 
Jan.  31, 1959 

Estimated 
Feb.  1,1959- 
June30, 1959 

Total 

Domestic  trunklines; 

Ea<!tpm  (r;nlnTiiall  

$100, 142 
3, 190, 361 

$15, 658 
1.  333,  068 

$115, 800 
4, 523, 429 

$-1-115,800 

-1-4,523,429 

TsTfirthfiast  _ _ _ 

Total 

3, 290,  503 

1,  348,  726 

4, 639, 229 

-f4,  639, 229 

Local  service  operations: 

Allegheny -- 

$3, 448, 113 
1, 657, 058 
2,  748,  824 
2,  629, 240 
1, 685, 215 
1, 653, 255 
2, 063, 627 
3, 034,  352 
2,  351,  513 
2,  855, 153 

2,  076, 938 
950,  774 
1, 675,  068 
1,  497,  448 
1, 045,  353 
1, 905, 246 
2, 324, 308 
1,  550, 294 
1, 388,  377 
1,  441,  813 

1, 631, 655 
1, 009, 910 
1, 251, 460 
1, 664,  111 
831, 954 
1, 248, 921 
2, 822, 003 
2, 372,  543 
2, 641,  507 
1,  038,  728 

3,  708,  593 
1, 960, 684 
2, 926,  528 
3, 161,  559 
1,  877, 307 
3, 154, 167 
5, 146,  311 
3, 922, 837 
4, 029, 884 
2, 480, 541 

-f 260, 480 
-1-303, 626 
4-177,  704 
4-532, 319 
4-192, 092 
4-1, 500, 912 
4-3, 082, 684 
4-888,  485 
4-1, 678. 371 
-374, 612 

Bouauza  - - 

Hfintral  -- 

Frnntipr  _ _ 

Lake  Central 

Mohawk  

“NTorth  Central  

Ozark  - - 

Pacific  

Piedmont  _ 

CnntiTiental  (Pinneerl 

Southern  

2, 181,  796 
3, 273,  519 
2, 183,  052 

1,  736, 400 
1,  722,  774 
1,  223,  582 

1,  428, 079 
1, 248, 905 
890, 882 

3, 164, 479 
2. 971, 679 
2, 114,  464 

4-982, 683 
-301, 840 
-68,588 

Trans  Texas 

West  Coast 

Total  

31,  764,  717 

20,  538, 375 

20,  080,  658 

40,  619, 033 

4-8, 854,316 

Helicopter  operations: 

Chicago  - 

1,  421, 600 
1, 031, 000 
1,  848,  720 

883,  005 
554,  433 
1, 295, 320 

1,  066, 135 
405, 257 
1,  459, 582 

1, 949, 140 
959,  690 
2,  754, 902 

4-527,  540 
-71,310 
-f906, 182 

Los  Angeles 

New  York --- 

Total --  - 

4,  301, 320 

2,  732,  758 

2, 930,  974 

5,  663,  732 

4-1,  362, 412 

Alaskan  operations: 

Alaska  

1,  387,  932 
340,  255 

1,  008,  246 
199,  289 

1,  749,  556 
149,  669 

2,  757,  802 
348,  958 

4-1,  369,  870 
4-8,  703 

Alaska  Coastal  

Byers  - 

Cordova  

228,  357 
247,  648 
508,  363 
2,  203,  606 

208,  034 
229,  399 
396,  776 
1,  056,  368 
712 
514,  244 

172, 472 
328,  341 
312,  379 
993,  577 
-11,310 
446,  379 

380,  506 
557,  740 
709, 155 
2,  049,  945 
-10,  598 
960,  623 

4-152, 149 
4-310,  092 
4-200,  792 
-153,661 
-10,598 
-1-142, 186 

Ellis  

Northern  Consolidated 

Pacific  Northern  __  - 

Reeve  _ - 

Wien  - 

818,  437 

TotaL 

5,  734,  598 

3,  613,  068 

4, 141,  063 

7,  754, 131 

4-2, 019,  533 

Hawaiian  operations: 

Hawaiian  - 

Trans  Pacific 

12,  284 

623 

12,  907 

4-12,  907 

Total  

12,  284 

623 

12,  907 

4-12, 907 

International  operations: 

Braniff  

782,  000 

1,  567,  443 

1, 567,  443 
9,  914 
-1,  832,638 

4-785,  443 
4-9,  914 
-3 

Colonial  (Bermuda)  

9,  914 

Northwest-- - 

-1,  832,  635 

-1, 832,638 

Total 

-1, 050,  635 

9,  914 

-265, 195 

-255,  281 

4-795, 354 

Total,  all  carriers 

40,  750,  000 

30, 196, 902 

28,  236,  849 

58, 433,  751 

17,  683, 751 

Appropriation,  1959  (realized)  

40,  750,  000 
-401,  249 

Pa;^ents  in  1958  from  1959  appropriation  . 
Total  available  1959  

4-401,  249 

40,  348,  751 

Supplemental  appropriation  required- 

18, 085,  000 
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ACCURACY  OF  ESTIMATTES 

Mr.  Thomas.  You  are  seekin<r  a deficiency  of  $18,085,000.  You 
had  appropriated  for  fiscal  1959  $40,750,000,  and  you  had  a balance 
of  $10,152,000.  It  all  adds  up  that  you,  by  virtue  of  your  new  needs, 
are  short  $18,085,000. 

How  much  of  that  figure  of  $18,085,000  is  guesswork? 

I note  this  lan^ruajre:  “It  is  now  estimated  that  during  the  fiscal 
year  1959,  in  order  for  the  Board  to  pay  the  carriers’  subsidy  bills  as 
they  become  due,  net  payments  will  total  $58,433,751.  On  this  basis 
a deficit  of  $18,085,000  is  indicated.” 

The  figure  of  $58,433,751  is  your  targret  figure.  How  much  ^ess- 
work  is  in  that  figure  and  how  did  you  arrive  at  it  ? 

Mr.  Durfee.  In  the  area  of  new  route  awards  to  local  service  car- 
riers, the  increase  in  payment  estimates  were  $5,900,000.  Mr.  Mul- 
li^ran  or  Mr.  Russell,  can  you  identify  how  exact  that  is? 

Mr.  Thomas.  $5.9  million  in  new  routes? 

Mr.  Durfee.  Yes,  sir. 

Mr.  Thomas.  For  part  of  the  year  1959.  Is  it  half,  one-third,  two- 
thirds,  or  what  part  ? 

Mr.  Durfee.  That  would  be  for  the  entire  year  1959. 

Mr.  Thomas.  Go  ahead. 

Mr.  Russell.  I do  not  know  that  I can  talk  in  terms  of  how  much 
of  this  $5.9  million  is  a “guesstimate.”  I would  say  of  the  $18,085,000, 
approximately  $4.5  million  would  depend  on  cases  to  be  decided  dur- 
in^r  the  remainder  of  this  fiscal  year. 

Mr.  Thomas.  $4.5  million  of  your  $18  million.  That  is  a flexible 
fi^rure,  an  estimated  fi^riire? 

Mr.  Russell.  That  is  correct. 

Mr.  Thomas.  Wliat  is  the  other  $13.5  million?  Is  there  any  esti- 
mate there? 

Mr.  Russell.  The  other  $14  million  would  be  tied  to  rate  orders 
the  Board  has  issued,  they  are  in  effect.  We  can  project  expendi- 
tures, between  now  and  June  30,  with  very  close  accuracy  depending 
upon  the  actual  fliirhts  operated  by  the  carriers. 

Mr.  Thomas.  When  was  this  estimate  made,  90  days  ago? 

Mr.  Russell.  February  16  was  the  date  we  put  the  schedule  to- 
gether, but  the  figures  go  back  to  early  December. 

Mr.  Thomas.  That  is  almost  the  day  before  yesterday.  You  have 
not  changed  your  estimate  since  then  ? 

Mr.  Russell.  No,  sir. 

GOVERNMENT  LIABH.ITT  FOR  SUBSIDY 

Mr.  Thomas.  One  further  question.  Should  your  figure  of  $18.5 
million  or  your  total  figure  of  $58,433,751  be  accurate,  does  this  be- 
come a debt  against  the  United  States  Government? 

Mr.  Durfee.  It  becomes  an  obligation  of  the  Government. 

Mr.  Thomas.  It  is  a debt  then,  an  obligation,  and  if  it  is  not  paid 
with  appropriated  funds  the  people  who  have  claims  that  total  this 
$58,433,751 — and  they  are  the  purely  local  service  carriers,  not  your 
big  carriers — could  go  into  the  Court  of  Claims  and  sue  the  Govern- 
ment and  recover  this  amount  of  money  ? 
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Mr.  Durfee.  Yes,  sir. 

Mr.  Thomas.  Are  you  sure  about  that  ? 

Mr.  Durfee.  I think  the  General  Counsel  will  say  that. 

Mr.  Stone.  That  is  our  view. 

Mr.  Thomas.  IVlio  is  the  witness  speaking,  for  the  record? 

Mr.  Durfee.  Mr.  Stone,  General  Counsel. 

Mr.  Thomas.  We  want  it  in  the  record  because  it  is  Mr.  Stone, 
who  knows  the  law. 

Mr.  Stone.  We  feel  it  is  an  obligation  against  the  Government 
whether  or  not  there  are  sufficient  appropriations  to  cover  amounts 
involved.  We  have  some  cases  to  indicate  that  premise  is  true  and 
we  also  have  a Comptroller  General’s  opinion,  a letter  written  to  us 
under  date  of  October  6,  1954,  which  verifies  that  conclusion. 

It  does  not  mean  we  can  spend  out  moneys  we  do  not  have,  but  it 
is  still  an  obligation  that  would  have  to  be  paid  and  the  case  could 
be  taken  to  the  Court  of  Claims. 

Mr.  Thomas.  If  their  figures  come  within  your  magic  formula — 
what  is  that  formula  ? 

Mr.  Stone.  Honest,  efficient,  and  economical. 

Mr.  Thomas.  If  they  come  within  those  three  magic  words  and 
prove  it  up,  it  is  a judgment.  May  I read  one  sentence  of  your 
justification ; 

The  validity  of  these  estimates — 

$18,085,000— 

depends  to  a large  degree  on  the  time  the  new  aircraft  are  acquired  and  put 
into  service,  when  the  routes  awarded  will  be  activated,  and  when  the  related 
mail  rate  revisions  will  be  issued  by  the  Board. 

Does  that  apply  to  that  $4.5  million  estimate  ? 

Mr.  Kussell.  Yes,  sir. 

Mr.  Thomas.  Are  there  any  other  estimates  besides  the  $4.5  million 
in  that  statement  ? 

Mr.  Russell.  No,  sir.  In  that  statement  there  would  be  the  $4.5 
million  that  would  be  tied  to  these  variables. 

PRIOR  BUDGET  REQUEST 

Mr.  Thomas.  Is  this  truly  a deficiency  now,  or  is  this  a figure  to 
make  whole — what  was  the  budget  request  for  last  year  for  this  pur- 
pose? 

Mr.  Russell.  $40,750,000. 

Mr.  Thomas.  You  mean  the  Board  underestimated  its  guess  and 
the  committee  did  not  underestimate  it  ? 

Mr.  Russell.  The  Board  came  to  the  Congress  last  year  with  the 
estimate  of  $40,750,000. 

Mr.  Thomas.  That  is  what  the  man  said  right  here  on  page  1. 

Mr.  Russell.  The  Board  said  because  of  the  unknowns  by  way  of 
what  the  effect  of  fare  increases  would  be,  how  the  route 

Mr.  Thomas.  What  did  the  committee  do  ? 

Mr.  Russell.  The  committee  appropriated  the  amount  of  the  re- 
quest, $40,750,000. 

Mr.  Durfee.  I believe  we  stated  our  estimate  for  fiscal  1959  was 
not  a complete  projection  of  what  we  anticipated  we  would  require 
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and  tliat  we  would  have  to  come  back  for  a supplemental  appropria- 
tion in  a substantial  amount. 

Mr.  Thomas.  I think  your  words  are  correct. 

LOCAL  SERVICE  CARRIERS 

Gentlemen  of  the  committee,  it  might  be  well  to  look  over  these 
tables.  This  is  largely  local  service  operators. 

I notice  the  Trans-Texas  Line  here  is  going  up  in  1959.  I notice 
in  the  table  for  1960  it  goes  up,  too. 

For  most  of  these  routes  your  projected  costs  for  fiscal  1960  go  up. 
All  of  them  do.  What  about  this  efficiency  item  you  are  talking 
about  ? Where  does  it  come  in  ? 

Mr.  Russell.  In  our  supplemental  package,  sir,  on  page  3 of  the 
appendix  we  have  Trans-Texas. 

Mr.  Thomas.  You  have  them  all.  I do  not  intend  to  single  them 
out.  They  all  go  up. 

Mr.  Russell.  Yes,  sir;  the  local  service  group  as  a whole— 

Mr.  Thomas.  All  of  them  go  up.  Where  is  this  deficiency  you  talk 
up.  Where  is  that  deficiency  you  are  talking  about  ? 

Mr.  Durfee.  This  figure  for  1960  for  Trans  Texas,  Mr.  Chairman, 
as  we  find  with  a great  many  other  carriers,  contemplates  expansion 
of  routes  of  this  carrier  during  the  last  fiscal  year,  I think,  in  the 
South  Central  case,  in  which  the  decision  is  forthcoming. 

Mr.  Thomas.  It  is  not  my  purpose  to  pick  out  one  route.  I hap- 
pened to  pick  that  one  out  because  it  is  in  my  section.  I notice  here  is 
Pacific,  for  instance,  1959  regular  $2,351,000,  and  you  estimate  for 
1959  $2,611,000.  They  are  all  going  up.  What  about  your  efficiency? 
In  your  statement  you  indicate  they  are  going  up  for  a few  years  and 
then  are  going  to  come  down. 

Mr.  Durfee.  That  is  correct. 

Mr.  Thomas.  Why  should  they  go  up  and  then  come  down?  The 
rule  around  here  is  very  few  things  ever  come  down.  We  try  to  keep 
them  from  going  up  since  they  never  come  down. 

Mr.  Durfee.  I believe  we  stated  last  year  that  the  Board  has,  I 
would  say,  deliberately  embarked  upon  an  expansion  of  local  service. 

Mr.  Thomas.  It  is  in  your  justifications. 

Mr.  Durfee.  I think  you  will  find  that  reflected  for  almost  every 
local  service  operation  for  fiscal  1959-60. 

Mr.  Thomas.  I believe  you  state  you  think  you  are  carrying  out  the 
will  of  Congress  in  so  doing. 

Mr.  Durfee.  I believe  so. 

Mr.  Thomas.  Mr.  Rooney  ? 

/ 

GOVERNMENT  LIABILITY  TO  PAY  INTEREST 

Mr.  Rooney.  In  the  event  these  awards  of  subsidy  are  not  presently 
paid,  no  interest  accrues  to  the  payment  when  finally  made;  is  that 
correct  ? 

Mr.  Stone.  I could  not  tell  you  what  the  award  would  be  in  the 
Court  of  Claims,  Mr.  Rooney. 

Mr.  Rooney.  Is  there  anybody  here  who  knows  the  answer  ? 
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!Mr.  Mulligax.  So  far  as  I am  aware,  ]SIr.  Eooney,  there  would 
be  no  interest  involved. 

Mr.  Kooxet.  That  is  my  understanding  unless  there  is  a recent 
change. 

EFFECT  OF  DEFEKRIXG  APPROPKCATIOX 

Might  it  not  be  a good  idea  to  defer  this  until  you  get  your  figures 
more  firm  m view  of  this  alarming  increase  in  subsidy  over  the  past 
couple  of  years  ? Your  subsidy  figures,  if  I understand  them  correctly, 
for  1958  were  $37  million.  Xow  you  are  up  in  the  coming  year  to  $60 
million. 

Mr.  Deefee.  Mr.  Eooney,  if  we  defer  action  on  some  supplemental 
appropriation  here,  we  will  be  out  of  money  by  the  first  of  April. 

Mr.  Eooxet.  THiat  is  the  consequence  of  that  since  there  is  no  in- 
terest accruing  on  the  part  of  the  Government  ? 

Mr.  Deefee.  I would  sav,  Mr.  Eoonev,  that  a substantial  number 
of  these  carriers  would  be  placed  in  a very  embarrassing  position.  I 
think  the  general  feeling,  certainly  with  reference  to  any  expansion 
which  the  Board  has  authorized  bv  anv  recent  route  orders,  anv  ex- 
pansion  of  service,  or  route  orders  which  the  Board  will  effectuate 
bv  the  first  of  Julv,  is  that  these  carriers  would  be  verv  seriouslv  em- 
barrassed  in  attempting  to  acquire  the  necessary  capital  to  provide 
for  new  equipment. 

Mr.  Eooxet.  They  might  have  to  borrow  some  money  ? 

Mr.  Deefee.  Yes,  and  I think  a carrier  who  was  placed  in  this 
position  would  be  in  a very  unfavorable  position  to  borrow  money. 

LOSSES  OF  SIESIDIZED  CAPEIERS 

Mr.  Eooxet.  Have  any  of  your  subsidized  carriers  gone  bankrupt 
in  the  past  year  ? 

Mr.  Deefee.  Xo,  sir. 

Mr.  Eooxet.  Have  anv  of  vour  subsidized  carriers  shown  any  losses 
on  their  financial  statements  in  the  past  year  ? 

Mr.  Deteee.  I do  not  know  whether  any  have  shown  any  losses. 

Mr.  Mexligax.  Yes,  sir ; they  have  sho^vn  losses  without  subsidy. 

Mr.  Eooxet.  I am  referring  to  those  with  the  subsidy. 

Mr.  Mitlligax.  The  answer  would  be,  “Yes,"  IMr.  Eooney. 

Mr.  Eooxet.  TTliich  ones  ? 

Mr.  Metxigax.  Mr.  Eoth. 

Mr.  Eoth.  TTe  could  give  an  exact  statement  for  the  record.  I may 
be  able  to  locate  the  carriers  individuallv  in  the  next  few  minutes,  but 
the  exact  carriers  that  would  be  reporting  losses  would  vary  from  one 
month  to  the  next,  or  if  you  take  the  latest  12-month  period,  it  would 
vary  with  each  period.  Ordinarily  the  ones  showing  losses  would  be 
ones  on  temporary  subsidy  rates  which  proved  to  be  inadequate  and 
with  respect  to  which  they  generally  petition  for  increased  temporary 
mail  pay  to  make  up  for  any  losses. 

ACCEEACT  OF  ESTEMATES 

Mr.  Metjjgax.  Just  one  statement  about  firmness  of  figures.  On 
pages  4 and  5 which  have  been  put  in  the  record  there  is  shown  an 
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estimate  with  regard  to  each  individual  carrier  with  the  exact  dollar 
amount  forecast  to  be  disbursed. 

Mr.  T n OM  AS.  Yes ; tlie  tables  are  very  excellent  ones. 

M r.  Mulligan.  We  believe  the  figures  are  firm  figures. 

Mr.  Thomas.  About  one-third  of  your  estimate,  though,  is  a guess 
figure  any  way  you  look  at  it.  It  may  turn  out  to  be  an  accurate  esti- 
mate, but  at  best  it  is  an  estimate. 

Mr.  Mulligan.  It  is  an  estimate  primarily  in  terms  of  time.  In 
other  words,  if  certain  cases  now  pending  are  not  settled 

Mr.  Thomas.  As  Mr.  Rooney  has  suggested,  if  we  cut  this  estimate 
luilf  in  two  would  it  cripple  the  operation  of  any  of  these  small  lines? 

Mr.  Mulligan.  I think  it  would ; yes  sir. 

NEED  FOR  SUBSIDY  TO  AIR  CARRIERS 

Mr.  J ENSEN.  Mr.  Durfee,  this  is  the  first  experience  I have  had  per- 
taining  to  the  duties  which  we  have  as  members  of  the  Appropriations 
Committee  with  the  Civil  Aeronautics  Board.  I shall  ask  a question 
which  I presume  99  percent  of  the  American  people  would  ask  if  they 
had  an  opportunity  to  ask  you  a question,  and  that  is,  I^y  is  it  the 
responsibility  of  the  Government  to  spend  all  the  taxpayers’  money 
to  subsidize  these  air  routes?  That  is  a question  I have  been  asked 
on  many  occasions  by  people  who  know  that  we  subsidize  these  air 
routes  with  their  money. 

In  a few  words  can  you  tell  us  why  ? Why  should  not  the  folk  that 
use  the  air  routes  pay  sufficient  rates  to  make  these  air  routes  self- 
supporting?  Can  you  answer  that  question  in  a few  words? 

Mr.  Durfee.  I can  try. 

In  1945  the  Board  began  an  experiment  with  the  first  short  haul 
carrier.  At  that  time  the  trunklines  were  still  on  subsidy.  I believe 
in  1950  the  total  subsidy  bill  was  $81  million,  most  of  which  was  for 
trunkline  and  international  operations. 

In  1945  the  Board  temporarily  certified  the  first  local  service  carrier. 
This  was  done  on  a temporary  basis,  I think  on  a 3-  or  5-year  cer- 
tificate, the  idea  being  that  the  Board  would  experiment  in  this  area. 

From  1945  to  1955,  the  subsidy  involved  expanded  from  $1.5  million 
for  this  one  carrier  in  1945  to  about  $22  million  for  local  service 
carriers,  13  in  number,  by  1955.  This  was  an  experiment  that  the 
Board  was  conducting  itself.  The  subsidy  has  mounted  from  $1.5 
million  in  1945  to  about  $22  million  in  1955.  Each  year  the  Board 
reported  the  need  for  subsidies  for  these  carriers,  and  basically  the 
need  is  that  unless  the  route  structure  of  these  carriers  is  improved 
and  unless  more  efficient  equipment  is  secured,  these  carriers  will  con- 
tinue to  require  subsidies. 

This  is  not  an  economic  operation.  It  was  an  experiment  that  ap- 
parently met  the  satisfaction  of  the  Congress  because  in  1955  the 
Congress  itself,  with  full  knowledge  that  the  subsidy  experiment  had 
grown  from  one  carrier  of  about  $1.5  million  to  13  carriers  for  about 
$22  million  in  1955,  the  Congress  itself,  by  act  of  Congress,  ordered 
the  Board  to  permanently  certificate  these  carriers.  By  that  act  the 
Board  was  required  to  issue  permanent  certificates  to  these  carriers 
over  the  routes  which  they  then  operated.  I believe  it  would  be  fair 
to  say  that  the  Board  was  correct  in  interpreting  this.  If  anyone 
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asked  me,  I believe  it  would  be  fair  to  say  the  Board  was  correct  in 
interpreting  this  mandate  of  the  Congress  as  a positive  directive  to 
continue  what  the  Board  had  considered  as  an  experiment. 

Since  1955  this  area  of  expansion  has  continued  in  the  local  service 
carrier  area.  Helicopters  are  still  on  temporary  certificates.  The 
inter- Alaskan  and  intra-Alaskan  carriers  have  been  permanently  certi- 
ficated by  the  Congress.  That  was  in  1957,  a further  indication  that 
the  Congress  wanted  to  make  this  experiment  permanent,  with  full 
knowledge  of  the  subsidy  requirements  involved. 

The  expansion  which  has  occurred  since  1955,  the  expansion  of  the 
route  structures,  has  been  concurred  in  by  individual  members  of  Con- 
gress. I would  say  there  is  not  a consolidated  route  case,  involving  six 
or  eight  States,  where  we  do  not  have  a Congressman  from  almost 
every  district  in  that  area  and  a Senator  from  almost  every  State  in- 
volved who  come  before  the  Board  personally  and  urge  the  extension 
of  service  in  the  particular  district  or  particular  State  which  they 
represent,  as  requested  by  the  communities  or  requested  by  the  carriers. 

The  Board  has  paid  great  deference  to  the  Members  of  Congress  who 
have  appeared  and  requested  this  extension  of  service.  We  have  taken 
the  time  in  each  case  to  remind  the  Members  of  Congress  who  have 
asked  this  extension  in  their  areas  that  it  does  entail  this  subsidy.  I 
think  it  has  been  done  with  the  full  knowledge  of  the  Congress  and 
with  the  full  approval  of  the  Congress.  Each  Congressman  and  each 
Senator,  as  evidenced  by  his  appearance  before  the  Board,  has  indi- 
cated that  is  what  the  people  in  his  district  or  State  wanted. 

There  has  never  been  any  pretense  that  this  is  an  economic  way  to 
run  an  airline.  It  is  a short-haul  operation.  It  involves  the  use  of 
DC-3  aircraft,  which  are  outmoded  and  obsolete  aircraft.  We  urged 
the  passage  of  the  guaranteed  loan  bill  authorizing  them  to  borrow  up 
to  $5  million  to  buy  new  equipment  which  would  be  more  adaptable  to 
present  day  needs. 

But  if  anybody  wants  to  ask  me  why  it  was  necessary  for  the  Board 
to  subsidize  these  carriers,  to  carry  on  a program  which  concededly 
cost  the  taxpayers  a lot  of  money,  I would  say,  first,  it  was  compulsory 
for  the  Board  to  do  it  because  in  1955  Congress  itself  permanently 
certificated  every  one  of  the  13  carriers  on  a then  existing  route  basis. 

Mr.  Thomas.  Would  you  permit  an  interruption  there?  Off  the 
record. 

(Discussion  off  the  record.) 

Mr.  Jensen.  I want  to  say,  Mr.  Chairman,  that  I understand  that 
your  Civil  Aeronautics  Board  has  carried  out  the  will  of  the  Congress 
and  you  have  administered  the  law  as  Congress  wrote  the  law  and 
as  you  interpret  the  law.  I am  not  critical  of  your  Board.  But  of 
course  the  Congress  can  make  mistakes  too,  you  know. 

Now,  the  point  I am  trying  to  make  is  this ; Why  should  not  people 
who  use  the  air  routes  pay  a sufficient  rate  to  make  the  air  routes  self- 
supporting?  I see  no  reason  particularly  why  the  taxpayers  of 
America — when  possibly  70  percent  of  them  never  ride  in  an  air- 
plane— should  be  paying  taxes  to  subsidize  these  air  routes. 


rUTTJRE  SUBSIDY  REQUIREMENTS 


Now,  how  long  do  you  expect  that  this  subsidization  of  these  air 
routes  will  go  on  ? I realize  most  of  the  larger  airlines  do  not  have 
a subsidy  now.  Is  that  correct  ? 
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]\rr.  DruFKE.  None  of  the  domestic  trunkline  carriers  have  a sub- 
sidy and  only  one  international  carrier  has  a subsidy. 

Mr.  Jensen.  Is  this  the  list  here  of  the  airlines  that  are  subsidized 
today  ? 

Mr.  Dukfee.  Yes,  sir. 

Mr.  J ENSEN.  I ask  that  it  be  made  a part  of  the  record. 

.Ml’.  DrijEEE.  Tliey  consist  of  the  13  local-service  carriers,  which 
absorb  al)out  70  percent  of  the  subsidy;  3 helicopter  operators  in  Los 
A n^rcdes,  Chicago,  and  New  York,  which  are  still  being  operated  on 
an  o.xporimental  basis;  the  inter- Alaskan  and  intra-Alaskan  carriers, 
to  which  the  subsidy  this  year  is  a little  over  $7  million;  and  the  inter- 
national South  American  operation,  one  carrier,  Braniff.  I believe 
that  is  the  spread. 

Mr.  Jensen.  Mr.  Chairman,  my  purpose  in  getting  that  informa- 
tion in  the  record  was  to  acquaint  the  public  with  the  information 
which  you  have  just  given,  Mr.  Durfee,  because,  as  I said,  I have 
been  asked  the  questions  which  I have  asked  you  many  times.  So  now 
the  next  time  a person  asks  me  why  it  is  necessary  to  subsidize  these 
air  routes,  I will  simply  lift  out  of  the  record  your  explanation  and 
say,  “Here  it  is.” 

]\Ii-.  Durfee.  You  asked  a question  about  what  the  Board  thinks 
about  the  future. 

]\fr.  Jensen.  Yes. 

Mr.  Durfee.  I think  it  will  be  a matter  of  years  before  we  can 
expect  any  substantial  reduction  in  subsidy.  In  fact,  the  subsidy  may 
go  up  in  the  next  few  years.  But  I think  the  Board  is  confident  that 
we  are  moving  in  this  direction  just  as  we  moved  at  the  time  when 
we  had  13  trunkline  carriers  on  subsidy  and  at  one  time,  in  1950, 
the  subsidy  was  $81  million.  Most  of  that  subsidy  was  for  interna- 
tional and  trunkline  operations.  American,  Eastern,  and  all  these 
big  airlines  were  then  on  subsidy.  They  moved  out  of  subsidy  be- 
cause as  they  developed  better  routes  and  moved  out  of  the  DC-3 
to  DC-4,  6 and  7 equipment,  they  reached  a status  of  self-sufficiency. 

It  is  the  Board’s  belief  that  there  is  a great  area  of  economic  op- 
portunity for  these  local  service  carriers  to  develop  just  as  the 
trunkline  carriers  developed  and,  just  as  in  the  case  of  the  trunkline 
carriers,  it  will  take  a matter  of  years  to  develop  that  self-sufficiency. 
But  there  is  a need  for  more  local  service  and  if  the  Board  can  (1) 
improve  the  route  structure  of  these  carriers — and  there,  of  course, 
you  get  into  the  question  of  competition  with  the  trunkline  carriers, 
but  the  Board  has  certainly,  in  my  recollection,  attempted  over  the 
last  2 years  to  improve  this  route  structure.  For  example,  we  permit 
skip  stops  after  two  trips  to  improve  this  long-haul  route  to  enable 
them  to  make  more  money  than  on  short  hauls. 

Secondly,  the  Board,  in  addition  to  improving  the  route  structure, 
has  believed  that  by  providing  these  carriers  with  a method  of 
financing  the  purchase  new  equipment,  to  wit,  a guaranteed  loan 
bill  which  Congress  passed  authorizing  them  to  borrow  up^  to  $5 
million  on  a guaranteed  loan  basis  for  new  equipment,  that  in  that 
area  the  operation  of  improved  equipment,  aircraft  such  as  the 
F-27,  which  we  are  told  has  better  operating  characteristics  and  is 
certainly  a more  desirable  type  of  aircraft  to  fly  in — ^by  the  use  of  im- 
proved equipment,  just  as  the  trunklines  did  when  they  moved  from 


41 


DC-3’s  to  6’s  and  7’s  and  Constellations,  that  these  carriers  can 
improve  their  status. 

Finally,  we  have  tried  to  improve  the  techniques  of  mail  rate  proce- 
dures themselves  so  that  they  can  maximize  their  revenues  and  cut 
their  operating  expenses  by  better  formulas.  Mr.  Mulligan  can  ex- 
plain that  better  than  I can. 

Perhaps  the  Board  is  unduly  optimistic,  but  I think  the  Board  be- 
lieves that  there  is  every  reason  to  expect  that  we  can  evolve  a sen- 
sible, dynamic  local  service  structure  within  this  country,  a feeder 
structure,  which  may  go  into  longer  and  longer  long-haul  routes  with 
jet  equipment  whereby  this  experiment  will  work  just  as  it  did  in  the 
case  of  the  trunklines.  The  trunklines  were  kept  on  subsidy  for  a 
long,  long  time  and  I think  the  average  American  citizen  would  say 
that  was  a successful  experiment,  that  it  was  money  well  spent. 

Mr.  Thomas.  You  do  not  think  the  railroads  would  agree  with 
that  statement? 

RAISING  OF  PASSENGER  RATES 

Mr.  Dtjrfee.  No.  I think  the  American  people  would. 

Mr.  Jensen.  Of  course  the  fast  way  to  get  aw^ay  from  subsidies 
would  be  for  the  air  routes  to  raise  their  passenger  rates.  Is  that 
right  ? And  why  is  that  not  feasible  and  proper  ? 

Mr.  Durfee.  In  this  area  I believe  it  has  been  the  policy  of  the 
Board  to  encourage  every  one  of  these  local  service  carriers,  in  setting 
up  their  rate  structure,  to  set  it  at  the  optimum  rate  which  will  effec- 
tively compete  with  other  forms  of  transportation.  Obviously  if 
these  carriers  price  themselves  too  high  they  will  not  carry  any  pas- 
sengers at  all. 

Mr.  Jensen.  All  right. 

Mr.  Durfee.  I think  the  Board,  in  every  instance  where  one  of 
these  carriers  has  come  in  and  said,  “We  think  we  can  raise  the  pas- 
senger rates  so  much  a mile,”  the  Board  has  encouraged  them.  We 
have  never  discouraged  that. 

SUBSIDY  AS  PERCENT  OF  GROSS  INCOME 

Mr.  Jensen.  One  more  question.  What  percent  of  the  gross  in- 
come of  these  short  air  routes  is  constituted  by  these  subsidies?  Can 
you  answer  that? 

Mr.  Durfee.  I could  give  a rough  answer. 

Mr.  Jensen.  Ten  percent? 

Mr.  Roth.  A rough  figure  would  be  at  least  35  percent,  I believe. 

Mr.  Jensen.  35  percent? 

Mr.  Roth.  A rough  figure  would  be  at  least  35  percent  of  total 
operating  revenue  would  be  subsidy  revenue.  At  one  point,  if  you 
go  back  to  1950,  I am  sure  the  figure  was  substantially  in  excess  of 
50  percent  and  may  have  been  close  to  70  percent,  so  there  has  been 
a tremendous  improvement. 

Mr.  Jensen.  So  at  the  present  time  in  order  for  these  routes  to 
be  self-supporting  they  would  need  to  raise  their  rates  35  percent? 

Mr.  Roth.  I did  not  follow  the  question. 

Mr.  Jensen.  In  order  to  make  these  routes  self-supporting  they 
would  need  to  raise  their  rates  35  percent  if  they  are  now  subsidized 
to  the  extent  of  35  percent  of  their  gross  revenues  ? 
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Mr.  Roth.  In  my  opinion,  if  they  raised  their  rates  by  a large  per- 
centage it  would  increase,  rather  than  decrease,  the  amount  of  subsidy 
they  would  require,  and  I think  that  opinion  is  shared  by  many  of  the 
oirK-ei-s  of  the  airlines  who  fear  they  will  price  themselves  out  of  the 
market. 

Mr.  Jensen.  I was  going  on  the  assumption  the  subsidy  did  not 
amount  to  more  than  10  percent  and  for  that  reason  if  they  would 
raise  the  passenger  rates  10  percent  I doubt  that  it  would  stop  a single 
person  from  riding  the  airlines. 

That  is  all,  Mr.  Chairman. 

Mr.  Thomas.  Mr.  Bow. 

EVALUATION  OF  PRIOR  SUPPLEMENTAL  FORECAST 

Mr.  Bow.  Mr.  Durfee,  when  you  appeared  before  the  subcommittee 
last  year  handling  this  bill  you  were  given  all  you  asked  for. 

Mr.  Durfee.  Yes,  sir. 

Mr.  Bow.  At  that  time  you  indicated  the  possibility  of  a supple- 
mental based  upon  certain  conditions.  Let  me  ask  you  whether  or 
not  these  things  have  happened. 

One  of  the  conditions  which  you  said  might  require  a supplemental 
was  if  the  local  service  carriers  were  authorized  to  render  new  service 
because  of  proceedings  then  pending.  Have  there  been  additional 
services  authorized  as  the  result  of  those  proceedings  you  had  in  mind  ? 

Mr.  Durfee.  Yes,  sir. 

Mr.  Bow.  To  what  extent  ? 

Mr.  Mulligan.  In  terms  of  that  particular  question^  of  this  $18 
million  supplemental,  approximately  $7.5  million  is  identified  with 
additional  service  arising  from  cases  which  have  been  settled  since 
that  statement  was  made. 

Mr.  Bow.  Which  were  authorized  by  the  Board  since  the  appro- 
priation for  1959  fiscal  year? 

Mr.  Mulligan.  Yes. 

Mr.  Bow.  Another  condition  mentioned  was  new  equipment  sched- 
uled for  delivery  in  1958  which  would  result  in  increased  operating 
cost.  To  what  extent  has  that  taken  place  ? 

Mr.  Durfee.  $1,376,000;  for  helicopters  $700,000;  a total  of 
$2,076,000. 

Mr.  Bow.  Is  that  all  as  the  result  of  new  equipment? 

Mr.  Durfee.  Yes,  sir. 

Mr.  Bow.  How  about  the  overall  cost  increase  which  you  said  might 
cause  additional  subsidy? 

Mr.  Durfee.  Local  service  $8,139,000,  cost  increases  and  changes  in 
level  of  operation,  Alaskan  carriers  $2,795,000,  International  Braniff 
$95,000,  a total  of  $11,029,000. 

Mr.  Bow.  Because  of  increased  cost  of  operation  ? 

Mr.  Durfee.  Yes. 

Mr.  Mulligan.  Increased  cost  and  volume. 

Mr.  Bow.  That  volume  would  go  in  the  new  authorized  routes  ? 

Mr.  Durfee.  Not  necessarily.  A carrier  may  increase  scheduled 
frequencies  over  its  existing  routes  too. 

Mr.  Bow.  And  your  Board  examines  all  these  increased  costs  sub- 
mitted to  you  ? 
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Mr.  Dtjrfee.  Yes,  sir. 

Mr.  Bow.  Audits  them  carefully  ? 

Mr.  Durfee.  Yes. 

Mr.  Bow.  So  this  is  not  an  estimate  ? Or  is  it  an  estimate  ? 

Mr.  Durfee.  These  are  estimates  of  accrued  subsidy  up  to  July  1, 
1959. 

Mr.  Bow.  So  the  cost  increase  is  purely  an  estimate  or  an  expert 
guess,  perhaps  ? 

Mr.  Durfee.  I would  say  about  one-half  of  it  has  actually  accrued 
up  to  now.  We  are  in  February  and  these  figures  include  amounts 
up  to  January  31,  when  I assume  we  had  actual  figures.  For  the 
balance,  up  to  July,  it  is  an  estimate. 

Mr.  Bow.  That  it  all,  Mr.  Chairman. 

Mr.  Thomas.  Let  us  wait  a moment  for  Mr.  Jonas.  He  is  on  the 
telephone, 

SUSPENSION  OF  SERVICE,  INADEQUATE  TRAFFIC 

Mr.  Rooney.  In  the  meantime,  Mr.  Chairman,  may  I ask  what,  if 
anything,  has  happened  with  regard  to  the  President’s  statement 
that  the  Civil  Aeronautics  Board  would  suspend  service  of  these  sub- 
sidized carriers  at  any  point  where  adequate  traffic  had  not  developed 
after  a fair  trial  ? 

Mr.  Durfee.  Mr.  Rooney,  we  have  a general  proceeding,  which  the 
Board  is  moving  now,  to  suspend  service  to  95  designated  points.  In 
these  new  proceedings  which  we  are  talking  about,  the  expanded  area 
of  service,  the  Board  has  adopted  what  we  call  a use-it-or-lose-it 
policy.  I think  that  policy  was  first  enunciated  in  the  case  involving 
the  seven-State  area  around  the  Great  Lakes.  In  that  case  the  Board 
said  that  for  the  first  6 months  during  which  these  operations  are 
authorized,  we  would  treat  that  as  a period  in  which  they  are  phasing 
in  advertising,  and  that  6 months  we  will  not  regard  as  a part  of  the 
test  period.  After  the  first  6 months,  for  the  next  12  months  we  will 
carefully  examine  the  operation  of  this  new  route,  the  extension  of  this 
service  over  a new  route,  and  we  will  adopt  this  formula:  If  each 
new  point — say  we  have  a new  segment  from  A to  Z on  the  new  route 
and  points  B,  C,  D,  and  E as  intermediate  points — if  each  of  these 
intermediate  points  does  not  generate  at  least  five  passengers  a day, 
then  the. Board  has  said  that  at  the  end  of  18  months  it  will  take  steps 
to  terminate  the  service. 

We  said  further,  that  on  the  segment  itself,  if  the  segment  does  not 
develop  at  least  five  passengers  per  flight,  the  Board  will  take  steps 
to  discontinue  service  on  the  entire  segment. 

Mr.  Rooney.  With  regard  to  the  95  instances  to  which  you  have 
referred,  what  would  that  mean  subsidy  moneywise  if  suspensions 
were  ordered  ? Anything  ? 

Mr.  Roth.  Mr.  Rooney,  service  has  been  suspended  for  sometime 
at  a number  of  these  points,  clearly  the  minority  of  them,  but  quite 
a few  of  them.  Up  to  that  extent  the  permanent  suspension  will  be 
reflected  in  the  basic  estimates  submitted. 

Mr.  Rooney.  To  the  extent  of  how  much  ? 

Mr.  Roth.  I cannot  identify  a figure. 

Mr.  Rooney.  I fail  to  understand  this  huge  increase  of  $21  million- 
plus  in  subsidies  over  the  last  fiscal  year  as  compared  to  the  coming 
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fisfjil  year,  and  wonder  whether  or  not  the  President’s  statement  means 
anythin".  Was  tlie  President  talking  about  reduction  of  subsidies 
wlien  lie  said  the  Board  would  suspend  service  at  any  point  where 
adecpiate  trallic  liad  not  developed  after  a fair  trial  ? 

( "an  you  give  us  any  figures  on  this  ? 

Mr.  Both.  In  constituting  estimates  we  look  at  the  past  experience 
of  the  carriers.  To  the  extent  that  carriers*  in  the  past  year  have 
already  suspended  at  some  of  these  95  points,  we  have  reflected  that  in 
the  estimates. 

Mr.  Booney.  And  what  is  the  amount  of  that  reflection  ? 

Mr.  Both.  I do  not  believe  it  is  possible  to  identify  the  exact  amount 
of  it  but  we  can  be  confident  that  to  the  extent  there  are  savings 
reflected  in  the  carriers’  profit  and  loss  statements,  they  are  reflected 
in  the  projection. 

GUARANTEE  OF  PROFIT 

Mr.  Booney.  That  leads  to  this  question : What  is  the  present  theory 
with  regard  to  payment  of  subsidies  insofar  as  guaranteeing  a profit 
to  the  carrier  ? Is  he  guaranteed  a profit  ? 

Mr.  Thomas.  Ten  percent. 

Mr.  Both.  No,  sir,  the  carriers  are  not  guaranteed  a profit.  They 
simply  have  the  basic  eligibility  to  meet  the  subsidy  requirements 
under  efficient  and  economical  management.  But  there  are  many 
carriers  who,  in  spite  of  the  eligibility  for  subsidy,  have  shown  losses. 

Mr.  Rooney.  There  have  been  quite  a number  who  have  shown  sub- 
stantial gains,  too ; is  that  correct  ? 

Mr.  Roth.  Yes,  sir. 

Mr.  Rooney.  And  to  what  extent  do  you  permit  them  to  make 
these  gains  while  you  pay  them  subsidies  ? 

Mr.  Roth.  The  Board  has  its  rate  staff  review  the  financial  state- 
ments of  the  subsidized  carriers  every  90  days  and  there  is  a written 
report  to  the  Board  every  90  days  in  which  the  staff  is  required  to 
make  recommendations  to  reopen  any  subsidy  rate  which  appears  on 
its  face  to  be  excessive. 

Mr.  Rooney.  That  is  a nice  answer  but  it  is  not  an  answer  to  the 
question  I asked.  I asked  to  what  extent  do  you  allow  the  carriers 
to  profit  and  at  the  same  time  pay  them  a subsidy  ? 

Mr.  Roth.  Where  a carrier  has  a final  rate  which  produces  a 
profit — and  of  course  the  rate  is  intended  to  produce  a reasonable 
profit 

Mr.  Rooney.  What  do  you  call  a reasonable  profit  ? 

Mr.  Roth.  The  current  thinking  of  the  staff,  and  to  the  extent  it 
has  been  expressed  in  formal  statements  of  the  Board,  is  a 9V^  per- 
cent return  on  investment. 


45 


Mr.  Koontey.  Mr.  Thomas  was  off  only  one-half  of  1 percent.  That 
is  all,  Mr.  Chairman. 

Mr.  Thomas.  Did  you  answer  Mr.  Rooney’s  question  really  correct- 
ly? You  did  theoretically,  but  as  a matter  of  fact  the  purpose  of 
the  subsidy  is 

Mr.  Rooney.  I am  entitled  to  draw  deductions  from  what  has  been 
said  here.  They  are  guaranteeing  a 91/2  percent  profit. 

Mr.  Dureee.  No.  If  the  Board  disallowed  from  the  operating  ex- 
penses of  a carrier,  as  reported  by  the  carrier — and  sometimes  this 
comes  close  to  being  the  truth — an  amount  which  would  be  equal  to 
9Y2  percent  of  the  net  expense  of  the  carrier,  the  carrier  would  not 
make  a profit. 

Mr.  Thomas.  He  does  not  lose  anything,  though,  does  he  ? 

Mr.  Dureee.  I do  not  know  how  many  carriers  have  achieved  a 9i/^ 
percent  return.  It  is  probably  a minority. 

Mr.  Roth.  They  have  been  on  temporary  rates.  You  asked  earlier 
about  how  many  of  the  subsidized  carriers  lost  money.  The  latest 
figures  I have  are  for  the  12  months  ended  June  30,  1958.  According 
to  these  figures,  which  are  a compilation  of  profit  and  loss  statements 
of  all  local  service  carriers,  the  carriers  collectively  showed  a net  loss 
of  $891,000. 

Mr.  Rooney.  And  do  you  have  comparable  figures  with  regard  to 
profits  during  that  period  ? 

Mr.  Roth.  This  is  a net  of  profits  and  losses.  I can  give  you  the 
amount  for  each  of  the  13  local  service  carriers. 

Mr.  Rooney.  May  I see  that  ? It  may  save  some  time. 

Mr.  Roth.  Page  22. 

Mr.  Rooney.  Would  you  be  so  good  as  to  draw  this  together  ? I do 
not  ask  that  this  be  inserted  in  the  record  because  it  is  too  voluminous, 
but  please  show  how  many  of  the  airlines  that  were  receiving  a subsidy 
all  the  way  across  the  board,  including  International  Braniff,  and  so 
forth,  made  a profit  in  the — what  year  do  you  want  to  take  ? 

Mr.  Roth.  This  happens  to  be  for  the  12  months  ended  June  30, 1958. 

Mr.  Rooney.  All  right,  show  the  names  of  the  airlines  and  their 
losses  during  that  period. 

Mr.  Roth.  You  want  that  furnished  for  the  record,  sir  ? 

Mr.  Rooney.  If  you  would,  please. 

Mr.  Roth.  All  right. 
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(The  following  information  was  supplied  subsequently :) 

Net  income  or  loss  after  special  items  for  air  carriers  reporting  subsidy  for  12  months 

ended  June  SO,  1958 

[In  thousands  of  dollars] 

[Minus  sign  denotes  a net  loss] 


Domestic  trunk  operations:  Northeast  ^ —6,  276 

Local  service: 

Allegheny 58 

lionanza —29 

Central —82 

Frontier —58 

Lake  Central —33 

Mohawk —222 

North  Central —375 

Ozark —128 

Pacific 23 

Piedmont 160 

Southern —227 

Trans-Texas 122 

West  Coast —98 

Helicopters: 

Chicago —110 

Los  Angeles 81 

New  York 15 

Intra-Alaska: 

Alaska  Airlines 696 

Alaska  Coastal —20 

Cordova — 139 

Ellis 65 

Northern  Consolidated - —39 

Wien 137 

Hawaiian:  Trans-Pacific —87 

Foreign  and  overseas: 

Braniff —134 

Pacific  Northern 174 


1 Northeast  did  not  report  subsidy  during  the  period  but  was  later  awarded  subsidy  in  a subsequent  final 
mail  rate  order. 

Source:  Carrier  reports  on  CAB  form  41. 

Mr.  Thomas.  Thank  you,  gentlemen,  very  much. 


RIVER  BASIN  STUDY  COMMISSION  FOR  TEXAS 

WITNESS 

CHARLES  D.  CURRAN,  EXECUTIVE  DIRECTOR  OF  THE  U.S.  STUDY 
COMMISSION  STUDYING  THE  RIVER  BASINS  IN  TEXAS 

Program  and  financing 
Resource  development  studies : 


Presently  available $50,  OOO 

Revised  estimate 200,  OOO 

Increase 150-  OOO 
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Object  classification 


Total  number  of  permanent  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year.. 

01  Personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services.. 

05  Rent  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractural  services 

08  Supplies  and  materials 

09  Equipment- 

Total 


1959  presently 
available 


1959  revised 
estimate 


27 

27 

27 


1959  increase 
(+)  or  de- 
crease (— ) 


22 

23 

23 


$30, 000 
12, 000 
1,000 
1,000 
5, 000 


1,000 


$88, 000 

15.000 
1,000 
2, 000 

5. 000 

1.000 

65.000 

1,  000 

22. 000 


-f  $58,  OOO 
-1-3,000 


-f  1,000 


•4-1, 000 
-f65,000 


-4-22, 000 


50,000 


200,000 


150,000 


Mr.  Thomas.  Gentlemen,  will  the  committee  please  come  to  order? 

We  have  with  us  today  Mr.  Charles  D.  Curran,  Executive  Director 
of  the  U.S.  Study  Commission  Studying  the  River  Basins  in  Texas. 

How  many  river  basins  are  you  groing:  to  study,  Mr.  Curran? 

Mr.  Curran.  Eight. 

Mr.  Thomas.  Do  you  have  a short  statement  for  us?  We  will  be 
delighted  to  hear  you. 

Mr.  Curran.  It  is  essentially  set  out  on  the  first  page  and  a half  of 
this  justification,  Mr.  Chairman. 

Mr.  Thomas.  At  this  pouit,  put  pages  1,  2,  3,  and  4 in  the  record, 
Mr.  Reporter. 

(The  pages  referred  to  follow :) 

Generat.  Statement 

The  U.S.  Study  Commission — Texas  was  established  by  Public  Law  85-843, 
approved  August  28,  1958.  The  purpose  of  the  Commission  is  to  formulate 
a basic,  comprehensive,  and  integrated  plan  of  development  of  the  land  and  water 
resources  of  the  Neches,  Trinity,  Brazos,  Colorado,  Guadalupe,  San  Antonio, 
Nueces,  and  San  Jacinto  River  Basins  and  intervening  areas  in  the  State  of 
Texas.  The  legislation  provided  for  a Commission  of  14  members,  13  of  whom 
were  appointed  by  the  President  on  December  17,  1958. 

At  the  time  of  his  appointment,  the  Chairman  of  the  Commission  received 
from  the  President  guide  instructions  which  stated  in  part : 

“The  Commission  should  immediately  develop  its  proposed  program  and  or- 
ganization for  the  current  and  budget  years  and  submit  promptly  to  the  Bureau 
of  Budget  its  estimate  of  appropriation  requirements  in  order  that  the  budget 
document  for  1960  may  adequately  reflect  the  proposed  program.  Arrangements 
should  also  be  made  for  early  recruitment  of  Commission  staff.” 

The  Commission  held  its  organizational  meeting  on  January  5,  1959,  in  Hous- 
ton, Tex.,  where  it  has  established  its  headquarters. 

At  its  initial  meeting,  the  Commission  established  a Planning  Coordinating 
Committee  comjwsed  of  one  representative  each  from  the  Department  of  Interior, 
the  Department  of  Health,  Education,  and  Welfare,  the  Department  of  Agricul- 
ture, the  Corps  of  Engineers,  U.S.  Army,  and  the  Texas  Board  of  Water  Engi- 
neers under  the  chairmanship  of  the  Executive  Director  of  the  U.S.  Study  Com- 
mission— Texas.  The  initial  assignment  of  this  committee  was  to  inventory  the 
nature  and  whereab^^uts  of  basic  data,  studies,  and  surveys  concerning  the  as- 
signment of  the  Commission.  The  Planning  Coordinating  Committee  was  also 
assigned  the  function  of  planning  a work  program  for  the  Commission.  This 
budget  reflects  the  program  to  the  extent  it  has  been  developed  and  approved 
by  the  Commission. 
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All  MpiiropriatioM  of  ,$50,000  was  made  at  the  time  the  enabling  act  became 
law  and  tlie  siipphaneiital  estimate  of  appropriation  for  fiscal  year  1950  in 
tlu‘  aiiiomit  of  $1.50,000  is  to  provide  for  work  during  the  balance  of  the  current 
lis<Ml  year. 

Th<*  work  progi-am  and  organization  of  the  Commission  contemplate  that  its 
stall’  will  1)0  kept  small  but  will  be  made  up  of  highly  qualified  professional 
IK'oplo  wh  so  primary  functions  will  be  to  review  data  and  studies  and  to  de- 
volop  an  integrated  i)lan.  It  is  the  plan  of  the  Commission  to  use  existing 
State,  local,  and  Federal  agencies,  established  consulting  organizations,  and 
faciliti(‘s  of  the  universities  to  undertake  specific  studies  to  the  extent  of  their 
comi)etence.  The  Commission  proposes  that  its  staff  undertake  no  studies  or 
siir\  (*ys  which  can  more  efficiently  and  more  economically  be  performed  by  some 
(‘\isting  entity  either  through  a contractual  relationship  or  through  established 
procedure  of  transfer  of  funds  to  another  Federal  agency.  The  language  of 
Document  ,5S  differs  from  that  proposed  by  the  Commission. 

Section  20.S  of  the  authorizing  law  established  a commission  “to  be  known  as 
tlie  U.S.  Study  Commission  on  the  Neches,  Trinity,  Brazos,  Colorado,  Guadalupe- 
San  Antonio,  Nueces,  and  San  Jacinto  River  Basins  and  intervening  areas.”  It 
is  the  view  of  the  Commission  that  the  appropriation  should  be  made  clearly  and 
indubitably  for  this  specific  Commission. 

It  has  been  the  Commission’s  intent  to  request  funds  for  carrying  on  the  full 
scope  of  authorized  work  and  only  that  work.  The  law  does  not  include  all  the 
river  basins  in  Texas  and  it  does  include  intervening  areas  outside  of  the  named 
river  basins.  Designating  the  appropriation  “River  Basin  Study  Commission  for 
Texas”  may  raise  a question  as  to  the  identity  of  the  Commission,  may  imply 
inclusion  of  rivers  not  named  in  the  law  and  exclusion  of  the  “intervening  areas” 
specifically  intended.  It  is  not  our  wish  or  intent  to  amend  the  basic  authoriza- 
tion by  appropriation,  limitation,  or  extension. 

The  commitments  at  this  time  approximate  $43,000,  classified  by  objects  as 
follows : 


01  Personal  services 

02  Travel 

03  Transportation  of  things. 

04  Communications 

05  Rent  and  utility  services. 
08  Supplies  and  materials — 


$23,  000 
12,  000 
1,  000 
1,000 
5,  000 
1,000 


Total 43,  000 

There  are  only  four  persons  on  the  staff  at  this  time  and  no  funds  are  allotted 
for  equipment  out  of  the  $50,000  appropriated.  In  view  of  the  nominal  amount 
of  the  current  appropriation  for  the  work  assigned,  further  progress  of  the 
Commission  is  dependent  on  the  availability  of  additional  funds.  The  attached 
schedules  set  forth  the  detail  of  personal  services  and  the  estimated  obligations 
of  requested  funds  classified  by  objects.  Additional  explanation  of  the  amounts 
follow : 

01  Personal  services 

The  law  provides  for  compensation  to  the  Commissioners,  other  than  those 
appointed  from  within  the  Federal  service,  at  a rate  of  $50  per  day  with  a limi- 
tation on  the  total  annual  amount  that  may  be  received  by  the  Chairman  set  at 
$12,000  and  by  other  members  at  $7,500. 

Staff  positions  are  set  out  in  detail  and  contemplate  an  organization  of  27 
people.  While  the  Commission  is  exempt  from  the  civil  service  laws  and  the 
Classification  Act,  it  proposes  to  adopt  the  essence  of  administrative  procedures 
established  under  those  laws  as  its  administrative  procedure.  Thus  it  has  set 
the  variou  staff  positions  at  rates  comparable  to  positions  established  under  the 
Classification  Act  for  like  activities. 

The  recruiting  of  personnel  is  currently  the  first  responsibility  of  the  Commis- 
sion as  it  is  necessary  to  assemble  and  review  the  data  available  before  necessary 
studies  can  be  undertaken  or  plans  for  planning  completed. 

02  Travel 

The  amount  of  $15,000  is  included  for  travel.  The  Commissioners  are  engaged 
in  their  work  under  this  assignment  only  part  time.  Those  appointed  from  the 
Federal  agencies  are  regularly  located  in  Washington,  D.C.,  Fort  Worth,  Dallas, 
Austin,  and  Temple,  Tex,  The  Commissioners  appointed  from  outside  of  the 
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Federal  service  each  live  in  the  river  basin  from  which  he  has  been  appointed. 
Commission  meetings  are  held  at  least  monthly  at  Houston  and  attendance  at 
these  requires  travel.  In  addition,  adequate  cooperation  by  the  staff  of  the  Com- 
mission with  the  staffs  of  the  Federal  agencies  regularly  engaged  in  water 
resources  development  and  with  the  State  and  local  bodies  concerned  with  the 
subject  requires  considerable  travel  which  must  be  financed  by  the  Commission. 

03  Transportation  of  things 

Most  of  the  employees  sought  for  staff  assignments  are  from  professions  of 
which  there  is  an  inadequate  supply  of  qualified  members,  and  it  is  contemplated 
that  it  will  be  necessary,  as  now  authorized  by  law,  to  move  the  household  effects 
of  some  of  these  to  Houston.  The  sum  of  $1,000  is  included  for  this  purpose. 

04  Communication  services 

This  item  of  $2,000  contemplates  necessary  day-to-day  liaison  of  the  Commis- 
sion and  its  staff  with  the  agencies  with  which  it  is  cooperating  which  are  located 
at  such  cities  as  Austin,  Dallas,  Fort  Worth,  and  Temple. 

05  Rent  and  utility  services 

The  item  of  $5,000  for  rent  is  to  provide  space  in  Houston,  Tex.,  for  meetings  of 
the  Commission  and  for  housing  the  staff  for  its  day-to-day  operations. 

06  Printing  and  reproduction 

The  item  of  $1,000  for  printing  is  to  care  for  normal  printing  and  binding  ex- 
penses and  for  reproduction  of  draft  material  and  Commission  studies  for  distri- 
bution to  the  Commissioners,  the  cooperating  agencies,  and  consultants  for  their 
information  and  review. 

07  Other  contractual  services 

The  amount  of  $65,000  is  to  finance  a group  of  special  studies  to  be  physically 
performed  by  other  agencies.  It  is  the  plan  of  the  Commission,  recognizing  its 
responsibilities  in  keeping  with  its  assignment,  to  keep  this  program  constantly 
under  close  review  so  that  if  feasible  the  studies  may  be  reduced  in  scope  or 
otherwise  curtailed.  In  undertaking  these  studies,  full  use  will  be  made  of 
studies  already  available  and  of  basic  data  already  gathered. 

08  Supplies  and  materials 

The  item  for  supplies  estimated  at  $1,000  is  to  provide  materials  for  adminis- 
trative work  and  such  engineering  activities  as  are  necessary  in  connection  with 
the  preparation  of  the  work. 

09  Equipment 

The  sum  of  $22,000  is  included  for  equipment.  This  is  the  necessary  office 
and  office  engineering  equipment  to  permit  employees  to  function. 

During  the  remainder  of  this  fiscal  year  the  Commission  proposes  to  collect, 
collate,  and  examine  reports  and  studies  heretofore  made  on  the  water  resources 
of  the  area,  determine  specific  gaps  where  additional  data  need  to  be  gathered, 
and  initiate  work  of  gathering  such  data.  All  of  this  is  basic  to  the  assignment 
of  formulating  a comprehensive  and  integrated  plan  of  development  as  directed 
in  the  authorizing  law. 

Mr.  Thomas.  The  Commission  was  established  by  Public  Law  85- 
843  approved  August  28,  1958.  The  purpose  of  the  Commission  is  to 
formulate  a basic,  comprehensive  and  integrated  plan  of  development 
of  the  land  and  water  resources  of  the  Neches,  Trinity,  Brazos,  Colo- 
rado, Guadalupe,  San  Antonio,  IN^ueces  and  San  Jacinto  River  Basins 
and  intervening  areas  in  the  State  of  Texas. 

It  all  lies  within  the  State  of  Texas. 

You  have  your  headquarters  established  in  Houston,  a good  town. 
Who  is  chairman,  Mr.  Brown  ? 

Mr.  Curran.  George  R.  Brown,  yes,  sir. 

Mr.  Thomas  [reading]  : 

At  its  initial  meeting,  the  Commission  established  a Planning  Coordinating 
Committee  composed  of  one  representative  each  from  the  Department  of  In- 
terior, the  Department  of  Health,  Education,  and  Welfare,  the  Department  of 
Agriculture,  the  Corps  of  Engineers,  U.S.  Army,  and  the  Texas  Board  of  Water 
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Engineers  under  the  chairmanship  of  the  Executive  Director  of  the  U.S.  Study 
Commission,  Texas.  ITie  initial  assignment  of  this  committee  was  to  inventory 
the  nature  and  whereabouts  of  basic  data,  studies,  and  surveys  concerning  the 
assignment  of  the  Commission.  The  Planning  Coordinating  Committee  was  also- 
assigned  the  function  of  planning  a work  program  for  the  Commission.  This 
budget  reflects  the  program  to  the  extent  it  has  been  developed  and  approved  by 
the  Commission. 

What  is  your  background,  Mr.  Director? 

Mr.  Curran.  I was  bom  in  Boston,  Mass.,  and  educated  in  the  pub- 
lic schools  of  that  city.  I went  to  West  Point,  graduated  from  the 
Military  Academy  in  1928,  and  was  commissioned  in  the  Corps  of 
Engineers  of  the  Army. 

Mr.  Thomas.  The  answer  is  you  are  a good  engineer. 

Mr.  Curran.  Well,  I think  so. 

Mr.  Thomas.  You  are  not  going  to  get  any  disagreement  out  of  us. 
We  think  so,  too. 

Mr.  Curran.  While  in  the  Corps  of  Engineers  I was  sent  to  Cor- 
nell University  where  I was  awarded  the  degree  of  civil  engineer  and 
master  of  civil  engineering.  I am  a registered  professional  engineer 
in  the  Commonwealth  of  Pennsylvania  and  in  the  District  of  Colum- 
bia. 

My  most  recent  Federal  service  was  as  administrator  of  the  second 
Hoover  Commission  Task  Force  on  Water  Resources  and  Power  after 
which,  in  1955,  1 left  Government  and  opened  an  office  as  a consulting- 
engineer.  Prior  Federal  service  included  professional  engineer  as- 
signments with  the  Legislative  Reference  Service  of  the  Library  of 
Congress,  the  House  Committee  on  Public  Works  (Jones  subcommit- 
tee, 1952),  the  International  Boundary  and  Water  Commission  at  El 
Paso,  Tex.,  the  Bureau  of  the  Budget  and  the  Office,  Chief  of  En- 
gineers, U.S.  Army. 

FUNDS  COMMITTED 

Mr.  Thomas.  We  are  delighted  to  have  you  with  us.  Last  year 
when  this  act  was  passed  you  got  a supplemental  of  $50,000.  How 
much  of  that  was  obligated  ? 

Mr.  Curran.  I have  better  than  obligated,  a figure  of  committed^ 

Mr.  Thomas.  How  much  committed  ? 

Mr.  Curran.  About  $43,000.  We  have  only  four  employees  with: 
that. 

PAY  SCALE 

Mr.  Thomas.  What  is  the  pay  scale  of  the  four  employees?  Are* 
they  all  professionals  ? 

Mr.  Curran.  No:  one  is  the  executive  secretary,  who  is  receiving 
$10,850. 

Mr.  Thomas.  I tried  to  figure  it  out  from  the  green  sheets.  You 
have  an  average  rate  of  10.6.  You  have  one  executive  director  at 
$17,500,  is  that  correct  ? 

Mr.  Curran.  That  is  correct. 

Mr.  Thomas.  One  executive  secretary  at  $10,850. 

Mr.  Curran.  That  is  correct. 

Mr.  Thomas.  One  administrative  assistant  at  $5,985. 

Mr.  Curran.  He  is  not  yet  on  the  payrolls. 

Mr.  Thomas.  One  fiscal  assistant. 

Mr.  Curran.  At  $4,640,  now  on  the  payrolls;  and  one  estimator  at 
$8,330. 
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BUDGET  FOR  1960 

Mr.  Thomas.  TVTiat  is  your  contemplated  budget  for  the  fiscal  year 
1960  ? Do  you  have  a figure  for  that  yet  ? 

Mr.  CuR]^]sr.  Yes.  We  submitted  that  to  the  Bureau  of  the  Budget. 

Mr.  Thomas.  How  much  is  that  ? 

Mr.  Curran.  The  amount  we  submitted  was  $800,000. 

Mr.  Thomas.  How  many  employees  will  you  have  ? 

Mr.  Curran.  53. 

Mr.  Thomas.  Is  there  any  good  reason  why  you  should  not  take 
this  item  of  your  deficiency  over  to  the  other  group  that  is  going  to 
handle  your  big  bill  next  year  and  wrap  it  up  in  one  package  ? 

Mr.  Curran.  Time  would  be  significant. 

Mr.  Thomas.  That  river  has  been  running  down  there  for  four 
or  five  thousand  years  and  another  30  days  will  not  hurt. 

Mr.  Curran.  Not  time  so  far  as  the  river  is  concerned,  but  time  so 
far  as  the  Commission  is  concerned.  As  it  is  now,  with  only  four 
employees,  we  cannot  go  further. 

EXPIRATION  OF  COMMISSION 

Mr.  Thomas.  When  does  the  Commission  expire  as  a matter  of 
operation  of  law? 

Mr.  Curran.  It  expires  3 months  after  it  submits  its  final  report 
to  the  President. 

Mr.  Thomas.  Is  there  a mandatory  date  for  submitting  a report? 

Mr.  Curran.  No,  sir,  no  mandatory  date  at  all;  the  present  goal, 
as  adopted  by  the  Commission,  is  to  complete  its  report  by  June 
30, 1961. 

Mr.  Thomas.  I notice  in  your  object  classification  you  have  listed 
transportation  of  things,  $1,000;  communication  services,  $1,000; 
rents  and  utility  services,  $5,000.  You  mean  you  are  paying  office 
rent,  $5,000  ? 

Mr.  Curran.  That  is  what  it  will  be  for  the  balance  of  the  year; 
yes,  sir. 

Mr.  Thomas.  You  could  not  get  the  GSA  to  furnish  that  ? 

Mr.  Curran.  There  is  no  space  for  them  to  furnish.  They  are  the 
ones  who  have  negotiated  a rental  for  us. 

Mr.  Thomas.  They  made  you  spend  your  own  money  rather  than 
theirs  ? 

Mr.  Curran.  We  would  have  to  pay  them  anyway,  I understand. 

PAY  AND  NUMBER  OF  NEW  PERSONNEL 

Mr.  Thomas.  How  are  you  going  to  break  down  your  deficiency? 
You  have  how  many  members  on  your  board  now  ? 

Mr.  Curran.  Thirteen  now,  and  the  law  provides  for  one  com- 
missioner from  the  San  Antonio-Guadalupe  Basin,  which  is  listed 
as  a single  basin. 

Mr.  Thomas.  You  will  have  how  many? 

Mr.  Curran.  If  a pending  amendment  becomes  law,  16  commis- 
sioners. 

Mr.  Thomas.  You  will  pay  them  $50  a day,  with  a limitation  of 
$7,500  overall  ? 

Mr.  Curran.  Yes,  sir ; except  those  from  Federal  agencies. 
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Mr.  Thomas.  For  the  time  being,  you  want  to  increase  your  peo- 
j)le  from  4 to  27  people.  In  other  words,  you  want  to  put  23  new 
people  on  ? 

>tr.  Fukran.  Yes,  sir. 

^^r.  T HOMAS.  What  will  that  cost  you ? 

Mr.  Curran.  Roughly,  $75,000. 

Mr.  Thomas.  On  an  annual  basis? 

Mr.  Curran.  No,  sir ; for  the  remainder  of  this  year. 

OTHER  OBJECTS 

Mr.  Thomas.  That  is  $300,000,  then,  next  year.  You  want  $15,- 
000  for  travel.  Who  will  do  the  traveling? 

Mr.  Curran.  Largely  the  Commission,  because  the  Commissioners 
are  located  throughout  Texas  and  they  come  together  for  meet- 
ings. 

Mr.  Thomas.  How  do  you  break  down  the  $15,000?  You  are 
bringing  all  these  Washington  gentlemen  to  Texas  and  paying  their 
traveling  expenses?  They  are  all  Government  employees  anyway; 
are  they  not? 

Mr.  Curran.  No,  sir.  Six  of  them  are  Federal  employees,  five  of 
whom  are  located  in  Texas.  One  is  located  in  Washington,  D.C. 

Mr.  Thomas.  Transportation  of  things,  $1,000;  communication 
service,  $2,000.  You  have  some  round  figures  here.  Judge  Curran. 
Wiat  are  you  going  to  use  $2,000  for?  You  contemplate  day-to-day 
liaison  of  staff  and  agencies,  which  will  be  cooperating  in  such  cities 
as  Dallas,  Fort  Worth,  Temple.  You  can  do  a lot  of  letter  writing^ 
for  $2,000. 

Rent  and  utilities,  $5,000.  The  item  of  $5,000  for  rent  is  to  provide 
space  in  Houston  for  Commission  meeting  office  space.  Other  con- 
tractual service,  $65,000,  to  finance  a group  of  special  studies  to  be 
physically  performed  by  the  agencies. 

With  27  people,  why  do  you  need  anybody  to  go  outside  your  own 
people  to  make  these  studies  ? 

It  is  the  plan  of  the  Commission  to  recognize  its  responsibility  and 
to  keep  this  program  under  constant  review.  You  should  watch  care- 
fully over  that. 

Supplies  and  material,  $1,000;  equipment,  $22,000,  What  kind  of 
equipment  will  you  buy  ? 

Mr.  Curran.  For  the  members  of  the  staff,  we  will  be  getting  desks, 
drafting  boards,  tables,  file  cases,  essentially  that  kind  of  equipment. 

Mr.  Thomas.  I thought  you  were  going  to  equip  a regiment  and  a 
half,  here,  for  $22,000.  Go  over  to  the  GSA  and  tell  them  to  get  you 
half  a dozen  desks,  which  cost  $4.95  a desk,  plus. 

Mr.  Curran.  We  have  found  that  the  GSA  does  not  have  any  sur- 
plus furniture  in  Houston.  They  have  only  new  furniture  at  Fort 
Worth.  We  are  making  an  attempt  to  borrow  from  the  Ordnance 
Department  some  used  furniture  that  they  have  in  storage  at  Houston. 
If  that  is  satisfactory  and  we  are  successful  in  that  effort,  we  will  be 
able  to  cut  down  our  expenditure. 

referral  or  request  to  regular  public  works  committee 

Mr.  Thomas.  How  seriously  would  this  affect  your  activities  if  we 
were  to  do  this?  This  is  running  into  money.  It  is  a big  thing. 
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There  is  no  time  limit  on  the  number  of  years  it  can  run.  Your  own 
admission  is  you  will  ask  for  what  next  year  in  your  regular  bill  ? 

Mr.  Curran.  $800,000. 

Mr.  Thomas.  You  could  spend  a lot  of  money.  Would  it  seriously 
curtail  you  if  you  took  another  couple  of  weeks  to  let  you  go  over  to 
the  committee  that  ought  to  work  with  you  all  the  time  ? This  is  sort 
of  a deficiency  group. 

Mr.  Curran.  What  it  would  do,  sir,  it  would  mean  we  could  not  go 
ahead  with  any  further  recruitment  at  this  time. 

Mr.  Thomas.  I understand.  Would  it  hurt  you  very  badly  to  cur- 
tail your  program  for  about  2 or  3 weeks  ? 

Mr.  Curran.  If  it  were  just  2 or  3 weeks,  I do  not  think  it  would 
do  any  serious  damage.  I know  the  Chairman  would  not  be  happy 
to  have  any  delay.  He  is  interested  in  getting  the  job  done,  getting 
it  underway  and  finishing  the  job,  rather  than  having  the  Commis- 
sion prolong  its  existence  any  more  than  necessary. 

Mr.  Thomas.  Mr.  Kirwan? 

Mr.  KmwAN.  I do  not  think  it  will  seriously  handicap  you  to  put 
this  over  until  the  Public  Works  Committee  has  an  opportunity  to 
review  it. 

Mr.  Curran.  Would  that  mean  that  we  would  get  no  additional 
funds  until  the  next  fiscal  year  ? 

Mr.  Kirwan.  Yes. 

Mr.  Curran.  It  will  mean  a delay  in  recruitment  and  progress. 
It  will  be  a 4-month  delay. 

QUESTION  OF  USING  PERSONNEL.  ALREADY  ON  FEDERAL  PAYROLL 

Mr.  Kirwan.  I understand.  You  are  an  engineer.  You  went  to 
Cornell.  I said  before  you  came  into  the  room,  off  the  record,  that  I 
called  two  agencies  in  the  Interior  Department  last  week.  I learned 
they  have  7,312  engineers  in  just  these  two  agencies.  They  have  the 
smartest  engineers  in  the  world  there  in  the  Geological  Survey.  Their 
job  has  been  to  study  for  the  past  many,  many  years  every  drop  of 
water  in  this  country.  They  have  at  their  fingertips  many  of  the 
facts  you  are  trying  to  find  out.  You  are  making  a study  down  in 
Texas.  They  have  been  gaging  streamflows  for  years  and  making 
water  resources  investigations.  In  fact,  the  Army  you  came  out  of 
had  one  of  their  engineers  transferred  to  assist  in  building  a model 
in  San  Francisco  Harbor  that  I have  visited.  The  model  has  cost 
$3  million  to  date.  Why  can  we  not,  instead  of  hiring  a group  of 
new  engineers,  simply  say  to  the  Geological  Survey,  the  Corps  of 
Engineers,  the  Bureau  of  Reclamation,  and  the  other  qualified 
agencies,  “You  have  got  the  equipment,  you  have  got  everything  in 
the  world,  including  the  brains,  go  ahead  and  make  the  study”? 
Why  can  we  not  do  that  instead  of  going  out  and  paying  a group  $5Q 
a day?  We  may  have  a tough  time  keeping  the  Government  person- 
nel on  the  Government  payroll  when  they  see  somebody  getting  $50 
a day.  They  are  well  qualified.  I do  not  see  the  necessity  of  setting 
up  this  new  organization.  Why  not  wait  and  come  in  front  of  the 
regular  Public  Works  Subcommittee  and  let  us  find  out  if  we  cannot 
do  this  with  the  regular  engineers?  There  are  over  7,000  down  on 
the  Interior  payroll.  I do  not  know  how  many  are  in  the  Army 
Engineers  and  every  other  agency.  So  I don’t  see  why  we  have  to 
go  to  the  outside  and  pay  somebody  $50  a day. 
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Mr.  Curran.  Yes,  sir.  You  might  be  interested  in  the  names  of  the 
ineinbei's  of  the  Commission  in  that  they  are  not  engineers,  except  one 
or  two  of  the  Federal  members. 

Mr.  IviRWAN.  AVhy  not  get  somebody  that  knows  the  score  all  along 
tlie  line  and  put  them  on  the  Commission.  It  is  like  sending  me  out 
to  some  new  job  on  a railroad.  I am  not  a railroad  engineer.  It  is 
the  taxpayers’  money  we  are  interested  in. 

Mr.  Curran.  They  were  appointed 

Mr.  Kirwan.  No  matter  who  appointed  them,  it  is  the  taxpayers’ 
money.  I have  no  fault  to  find  with  the  Commission.  Let  us  get 
individuals  qualified  to  do  the  work,  in  the  Geological  Survey  and  the 
otlier  Federal  agencies  in  this  field,  not  reaching  outside  getting  some- 
body for  $50  a day  or  approximately  that  price. 

^Ir.  Curran.  I would  like  to  tell  you  a little  bit  about  the  situation 
down  there.  There  are  not  only  the  six  Federal  agencies,  that  have 
done  certain  amounts  of  work,  but  the  municipalities,  the  State 
through  its  board  of  water  engineers,  a number  of  State- authorized 
river  authorities,  and  a number  of  water  use  and  control  districts. 
There  are  a great  number  of  people  who  have  made  partial  studies, 
but  there  is  no  plan  that  everyone  has  agreed  upon.  The  Bureau  of 
Reclamation  has  spent  several  million  dollars  over  the  last  4 years 
coming  up  with  a plan  that  it  has.  The  Corps  of  Engineers  has  indi- 
cated it  will  need  over  $5  million  for  surveys  for  what  it  proposes  be 
done. 

I do  not  know  how  much  the  Department  of  Agriculture  wants. 

Talking  with  these  agencies,  they  have  indicated  that  there  is  about 
$3  million  they  need  to  just  fill  in  gaps  in  existing  data.  The  job  of 
this  Commission  is  not  to  repeat  or  duplicate  anything  that  any  of 
these  agencies  have  done,  but  its  job,  as  set  out  in  the  law,  is  to  come 
up  with  a single  plan  for  all  of  these  eight  basins. 

At  present  we  have  a myriad  of  projects  proposed  in  conflict  and 
disagreement.  As  an  example,  there  are  two  different  groups  that 
have  come  up  with  an  estimate  of  a different  water  yield  on  one 
stream.  One  comes  up  with  400,000  gallons  a day  and  the  other  with 
800,000.  They  both  started  with  the  same  rainfall  and  the  same  soil. 

Mr.  Kirwan.  Why  not  take  the  5 or  8 different  groups  and  put 
them  all  in  1 room  ? They  were  separated  and  they  came  in  with  a 
separate  plan.  Why  not  put  them  in  one  room  ? 

Mr.  Curran.  That  is  the  job  of  this  Commission. 

Mr.  Kirwan.  Take  the  Government  employees.  Are  you  going  to 
take  them? 

Mr.  Curran.  Certainly. 

Mr.  Kirwan.  There  will  be  nobody  on  the  payroll  outside  of  Gov- 
ernment engineers.  You  are  not  going  out  to  hire  specialists.  We 
already  have  specialists  by  the  trainload. 

Mr.  Curran.  The  law  authorizes  the  Commission  to  borrow  people 
from  the  agencies,  but  that  presupposes  that  the  agencies  will  lend 
them. 

Mr.  Kirwan.  I understand  that.  With  all  the  engineers  we. have 
around,  and  I mean  this,  and  I am  not  condemning  them,  I think  the 
Army  geological  and  reclamation  engineers  are  the  best  in  the 
country.  We  have  seen  1,200  engineers  in  Denver  under  one  roof. 
We  have  seen  them  build  the  models  of  the  Grand  Coulee  and  all  the 
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big  dams  before  there  was  ever  a drop  of  water  or  power.  They  were 
all  built  right  under  the  one  roof. 

Every  time  the  Congress  creates  a law,  out  they  go  to  the  outside  and 
come  up  with  a trainload  of  new  fellows.  This  morning  Mr.  Cannon 
said  he  wanted  to  place  a rider  on  the  bills  reducing  personnel ; did  he 
not? 

He  wants  to  cut  one  of  every  four  out. 

Mr.  Jensen.  Until  he  has  reduced  personnel  20  percent. 

Mr.  Kirwan.  Now  we  come  in  with  another  law  creating  a new 
commission.  I am  not  blaming  you.  I blame  the  Congress,  which 
creates  all  of  these  laws. 

We  do  not  put  to  work  all  of  the  great  talent  we  have.  Before  this 
thing  is  over,  if  we  spend  $800,000,  there  will  be  a lot  of  new  ones  on 
this  payroll.  They  are  keeping  Senator  Byrd  awake  nights. 

You  say  you  will  be  in  for  $800,000  next  year  ? 

Mr.  Curran.  Yes,  sir. 

Mr.  Kirwan.  Then  you  can  get  down  to  freewheeling.  Is  this  the 
only  State  in  the  Union  that  has  had  a gigantic  affair  like  this  ? 

Mr.  Curran.  No,  sir.  I would  say  this  is  the  latest  development  in 
a process  that  has  been  going  on  for  about  20  years — a search  for  a 
coordination  procedure. 

Mr.  Kirwan.  This  is  the  latest  development.  We  have  49  States. 
Do  you  not  think  the  other  48  will  want  the  same  developments  ? 

Mr.  Curran.  The  one  over  in  the  Southeast  involves  four  States  in 
a commission  set  up  at  the  same  time  as  this  one  was.  It  centers  in 
Georgia,  includes  Florida,  Alabama,  and  South  Carolina. 

Mr.  IHrwan.  No  doubt  every  State  in  the  Union  will  be  interested 
in  it. 

Mr.  Curran.  I do  not  know  whether  you  want  to  go  into  the  whole 
effort  of  coordination,  in  that  right  before  these  two  commissions 
were  set  up  there  were  two  reports  made  by  interagency  basin  com- 
mittees of  the  various  agencies.  The  Arkansas- White-Red,  a survey 
started  in  1950  and  a report  sent  to  Congress  in  1956,  that  cost  over 
$14  million  and  has  ended  essentially  with  an  inventory.  At  the 
same  time  that  survey  was  going  on  there  was  a study  made  of  the 
New  York-New  England  streams,  again  by  an  interagency  group. 

The  interagency  group  acts  only  on  those  matters  in  which  there  is 
unanimity.  If  there  is  disagreement,  the  items  are  laid  aside  for  their 
agencies  to  consider  separately.  So  in  effect,  as  coordinating  groups, 
they  do  not  get  very  far. 

Mr.  Thomas.  Mr.  Jensen? 

Mr.  Jensen.  I can  understand  Mr.  Kirwan’s  concern  about  this 
item,  because  we  have  had  a lot  of  experiences  with  these  engineers  and 
the  Department  of  Interior.  Mr.  Kirwan  has  expressed  my  senti- 
ments very  well,  so  whatever  I would  say,  or  any  question  I would  ask 
would  be  mere  repetition,  so  I pass. 

Mr.  Thomas.  Mr.  Bow? 

Mr.  Bow.  I would  like  to  ask  this  question,  Mr.  Chairman.  From 
what  little  I know  about  this,  it  looks  to  be  intrastate  in  the  great 
State  of  Texas ; is  that  correct  ? 

Mr.  Curran.  These  rivers  are  completely  intrastate;  yes,  sir. 

Mr.  Bow.  I join  with  many  of  my  friends  in  Texas  in  being  a 
great  believer  in  States  rights  and  I am  wondering  why  the  Federal 
Government  has  to  go  in  to  handle  the  matter  for  Texas. 
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Mr.  T noMAS.  Mr.  Jonas? 

Afi’.  JoxAS.  To  wliat  extent  are  you  cooperating  with  the  Bureau 
of  Kerlaination,  the  Corps  of  Engineers,  the  Department  of  Agri- 
c-ulture,  and  tliree  or  four  agencies  in  Texas  that  are  working  on  this 
.sam(‘  subject? 

.Afr.  CiumAX.  I think  I can  answer  that  in  part  by  telling  you  who 
are  Commissioners  from  the  Federal  agencies.  The  member  on  the 
( Commission  appointed  from  the  Department  of  the  Interior  is  Mr. 
Harry  Burleigh,  who  is  the  Bureau  of  Keclamation  representative  in 
Austin. 

I’lio  member  from  the  Department  of  Agriculture  is  Mr.  Henry  IST. 
Smitli,  wlio  is  in  the  Soil  Conservation  Service,  with  headquarters  at 
Temple,  Tex. 

The  member  of  the  Connnission  from  the  Department  of  the  Army 
is  Brig.  Gen.  William  Whipple,  division  engineer  of  the  Army  Engi- 
neers stationed  at  Dallas.  The  Federal  Power  Commission  and  the 
Department  of  Health,  Education,  and  Welfare  members  are  also 
stationed  in  Texas. 

In  addition  to  those  people  having  available  to  the  Commission  the 
entire  facilities  of  their  agencies,  we  have  set  up,  as  mentioned  in  the 
justifications,  a planning  coordinating  committee  that  includes  an 
engineer  from  the  Corps  of  Engineers,  one  from  the  Department  of 
Agriculture,  one  from  the  Department  of  Interior,  one  from  the  Public 
Health  Service,  and  an  engineer  from  the  Texas  Board  of  Water 
Engineers. 

Mr.  Jonas.  Does  the  State  of  Texas  not  have  a water  resources 
commission  of  its  own? 

Mr.  Curran.  It  isn’t  exactly  a water  resources  commission.  It  is 
entitled  the  board  of  water  engineers  and  one  of  their  prime  responsi- 
bilities is  to  license  any  structure  built  on  any  of  the  rivers.  There  is 
a question  of  water  rights  as  you  get  into  the  arid  areas,  and  that  sub- 
ject is  a concern  of  the  State  board. 

RESULT  OF  WORK  OF  COMMISSION 

Mr.  Jonas.  What  do  you  think  the  ultimate  result  of  the  work  of 
the  Commission  will  be  ? Will  it  come  up  with  a recommendation  for 
the  development  of  the  water  resources  of  Texas  ? 

Mr.  Curran.  Yes,  sir.  I anticipate  it  will  be  a report  along  the 
level  or  character  of  the  Corps  of  Engineers  survey  report,  that  would 
go  to  the  President  and  to  the  Congress,  recommending  a plan  which 
could  be  approved  by  Congress.  It  would  also  recommend  what  agen- 
cies build  what  particular  features.  I would  expect  that  the  Federal 
work  would  be  undertaken  by  the  Corps  of  Engineers  and  the  Bureau 
of  Beclamation  primarily. 

USE  OF  FUNDS  REQUESTED 

Mr.  Jonas.  If  you  get  this  supplemental  plus  the  $50,000  you  al- 
ready have,  that  will  be  $200,000. 

Mr.  Curran.  Yes,  sir. 

Mr.  Jonas.  That  will  run  you  through  June  30  of  this  year. 

Mr.  Curran.  Yes,  sir. 
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Mr.  Jonas.  Then  you  will  ask  for  $800,000  next  year. 

Mr.  Curran.  Yes,  sir. 

Mr.  Jonas.  Will  that  be  principally  for  increased  personnel? 

Mr.  Curran.  It  would  be  for  some  additional  personnel,  about  eight 
total  people  to  bring  the  staff  up  full  during  the  year,  although  some 
of  them  would  not  be  for  the  whole  year, 

Mr.  Jonas.  What  will  the  other  $600,000  be  for  ? 

Mr.  Curran.  About  $250,000  of  it  would  be  for  special  studies  to 
be  undertaken  by  consulting  firms  or  by  the  existing  regular  Federal 
agencies. 

Mr.  Jonas.  You  have  got  $65,000  in  this  budget  for  contractual 
obligations, 

Mr.  Curran.  That  is  the  same  kind  of  thing.  These  agencies  told 
us  that  they  would  need  for  next  year  $1,100,000  for  studies  that  need 
to  be  made  for  the  Commission’s  objective,  to  get  together  data  that 
are  not  yet  available. 

Mr.  Jonas.  If  you  have  all  these  studies  made  by  other  agencies  or 
private  agencies,  why  do  you  need  a host  of  engineers  and  planning 
specialists  ? 

Mr.  Curran.  These  studies  are  still  fragmentary.  The  Commission 
has  the  responsibility,  itself,  of  developing  a plan.  It  happens,  for 
reasons  that  are  difficult  to  say  or  know  immediately  that  these  various 
plans  are  not  all  in  agreement,  one  with  another. 

Mr.  Jonas.  You  mean  you  will  hire  an  outside  agency  to  make  a 
study  and  then  use  your  engineers  to  analyze  that  study  ? 

Mr.  Curran.  No.  I might  put  it  this  way ; the  Bureau  of  Reclama- 
tion and  the  Corps  of  Engineers  have  done  a considerable  amount  of 
work  on  hydrology  but  they  have  directed  their  studies  to  areas  where 
they  have  specific  jobs  assigned  them  by  Congress.  That  still  leaves 
areas  where  little  has  been  done  or  where  what  has  been  done  is  con- 
sidered inadequate.  We  need  to  get — instead  of  building  up  the  Com- 
mission staff  adequately  to  go  out  and  gather  that  material — get  that 
done  either  by  one  of  these  existing  agencies  or  a consultant  firm; 
then  take  all  of  the  data  that  have  been  pulled  together  by  the  Corps 
of  Engineers,  the  Bureau  of  Reclamation,  the  Department  of  Agri- 
culture, and  these  other  agencies,  to  make  up  a single  comprehensive 
plan  for  the  water  development  of  the  eight  rivers. 

Mr.  Jonas.  What  do  you  need  a lawyer  for  ? 

Mr.  Curran.  Advice  on  water  law,  primarily.  The  basic  act  set- 
ting up  the  Commission  calls  to  the  attention  of  the  Commission  its  re- 
sponsibility to  take  full  cognizance  of  existing  law  and  particularly 
the  water  law  of  the  State  of  Texas. 

Mr.  Jonas.  You  are  taking  on  a full-time  lawyer  ? 

Mr.  Curran.  I doubt  that  we  will  be  able  to.  It  would  be  desir- 
able to  have  one  who  is  expert  in  that  field. 

Mr.  J ONES.  WTiat  does  an  estimator  do  ? 

Mr.  Curran.  Makes  cost  estimates  of  these  structures. 

Mr.  J ONAS.  Thank  you. 

Mr.  Thomas.  Thank  you  very  much.  It  is  nice  to  see  you. 
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Program  and  financing 


Program  by  activities: 

1.  Research: 

(а)  Farm  research 

(б)  Utilization  research  and  development 

(c)  Home  economics  research 

(d)  Administration  of  payments  to  States,  and  re- 

search in  Alaska,  Puerto  Rico,  and  Virgin 
Islands 

Total , research 

2.  Plant  and  animal  disease  and  pest  control: 

(a)  Plant  disease  and  pest  control 

(b)  Animal  disease  and  pest  control 

Total,  plant  and  animal  disease  and  pest 
control 

3.  Meat  inspection 

4.  1959  program  obligated  in  1958 

Total,  direct  obligations 

Financing:  1959  appropriation  available  in  1958 
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Appropriation 

Transferred  from  “Conservation  reserve,”  soil  bank  pro- 
grams (H.  Doc.  58) 
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Reappropriation 


1959  presently 
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1959  revised 
estimate 
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(-f-)  or  de- 
crease (— ) 

$41, 363, 890 
15, 073, 300 
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Object  classification 


Total  number  of  permanent  positions. 

Full-time  equivalent  of  all  other  positions 

Average  number  of  ah  employees 

Numt^r  of  employees  at  end  of  year 
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08  Supplies  and  materials 

09  Equipment 
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1959  revised 
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+5 
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+1 

17, 452 

17,457 

+5 
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+8,  496,  no 


Total  number  of  permanent  positions.. 

Full  time  equivalent  of  all  other  positions 
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$5, 895 
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2, 640 
55 
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...... 
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'-642 
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255, 434 
26,  750 


136,  785,  259 
255, 434 
26,  750 


+8, 496,  no 
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Tin  )^rAS.  Gontlemen,  we  are  delighted  and  honored  to  have  with 
ns  our  distingnislied  friends  from  the  Department  of  Agriculture. 
AW  liave  with  us  Dr.  B.  T.  Shaw,  Administrator,  Agricultural  Re- 
s«‘:ircli  Soi  vic(‘:  Dr.  M.  R.  Clarkson,  Deputy  Administrator,  Agricul- 
tni’al  Reseai-ch  Seiwice;  Mi*.  Edmund  Stephens,  Director,  Budget  and 
thnaiire  Division,  Agricultural  Research  Service;  and  Mr.  Grant, 
Di recto]*  of  Finance  and  Budget  Officer,  Department  of  Agriculture. 

If  is  nice  to  see  you. 

Mr.  Shaw.  Mr.  Chairman  and  members  of  the  committee,  the  pro- 
])osed  supplemental  estimates  for  fiscal  year  1959  include  two  items  for 
the  Agi'icultural  Research  Service. 

One  is  a request  for  $100,000  to  be  appropriated  for  research  to 
develop  and  determine  methods  for  the  humane  slaughter  of  livestock. 
This  item  includes  a request  for  authorization  necessary  to  use  a part 
of  the  funds  for  the  alteration  of  a meat  laboratory  at  Beltsville,  Md. 
to  facilitate  such  research. 

The  second  item  is  a request  to  transfer  funds  in  the  amount  of 
$8,896,110  from  the  appropriation,  “Conservation  reserve  program,” 
fiscal  year  1959,  to  finance  that  part  of  increased  salary  and  related 
costs  resulting  from  Public  Law  85-462  which  cannot  be  absorbed 
within  our  “Salaries  and  expenses”  appropriation. 

RESEARCH  ON  HUMANE  SLAUGHTER  METHODS 

On  August  27,  1958,  Public  Law  85-765  was  approved.  This  new 
law  directs  the  Secretary  of  Agriculture  to  conduct,  assist,  and  foster 
research  to  develop  and  determine  methods  of  slaughter  of  livestock,, 
aiid  the  handling  of  livestock  in  connection  with  slaughter,  which  are 
pi-acticable  from  the  standpoint  of  slaughter  operations  and  humane 
Avith  reference  to  other  existing  methods  and  current  scientific  knowl- 
edge. It  establishes  as  a policy  of  the  United  States  that  livestock 
slaughter  and  related  handling  shall  be  carried  out  only  by  humane 
methods.  The  Secretary  is  directed  to  designate  methods  of  slaughter 
and  handling  with  respect  to  each  species  of  livestock,  and  after  June 
80,  1960,  no  agency  or  instrumentality  of  the  United  States  shall  con- 
tract for  or  procure,  except  as  modified  by  the  President  in  a declared 
emergency,  any  livestock  products  produced  or  processed  by  any 
methods  not  designated  and  approved  by  the  Secretary.  The  act  also 
authorizes  establishment  of  a 12-member  adAusory  committee  to  (a) 
make  recommendations  on  the  research  needed  and  on  methods  of 
slaughter  and  handling  for  each  species  of  livestock,  and  (h)  obtain 
cooperation  of  the  public,  producers,  farm  organizations,  industry 
groups,  humane  associations,  and  Federal  and  State  agencies  in  the 
furtherance  of  research  and  the  adoption  of  improved  methods. 

The  advisory  committee  has  been  appointed  by  the  Secretary.  It 
has  endorsed  preliminary  studies  by  the  Department  on  methods  of 
humane  slaughter  noAv  in  common  practice  and  has  recommended  the 
speeding  of  studies  that  Avould  advance  knowledge  and  improve 
methods  of  stunning  and  anesthetizing  livestock  prior  to  slaughter. 

In  this  country  studies  of  methods  of  slaughtering  meat  animals 
have  been  conducted  chiefly  by  packers  and  dealers  in  packinghouse 
equipment.  A number  of  methods  for  human  slaughter  have  been 
adAmcated,  such  as  use  of  carbon  dioxide  for  hogs  prior  to  shackling 
and  sticking,  tranquilizers,  electrical  stunning,  and  use  of  the  captive 
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bolt  pistol.  There  is  need  to  evaluate  these  and  other  methods  of 
slaughter  from  the  standpoint  of  humaneness  and  practicality.  Some 
of  the  research  could  be  conducted  through  research  contracts  or  other- 
cooperative  arrangement. 

It  is  necessary  to  provide  suitable  facilities  for  certain  of  the  studies.. 
These  could  be  provided  by  altering  the  present  meat  laboratory  at 
Beltsville,  Md.,  at  a cost  of  approximately  $35,000.  These  alterations 
should  be  completed  as  soon  as  possible.  Our  budget  request  provides 
the  authority  necessary  to  proceed  with  them. 

PAY  ACT  COSTS 

Our  second  item  requests  authority  to  transfer  $8,396,110  from  the 
appropriation,  “Conservation  reserve  program,”  fiscal  year  1959,  in 
order  to  finance  that  part  of  the  increased  salary  and  related  costs 
resulting  from  Public  Law  85-462  which  cannot  be  absorbed  within 
our  appropriation  “Salaries  and  expenses.” 

The  appropriation  of  additional  funds  is  not  involved  in  this  item. 
The  work  under  salaries  and  expenses  is  conducted  under  three  sub- 
appropriations, and  the  request  is  for  authority  to  transfer  funds  to 
them  as  follows : 


Research $4, 074, 110 

Plant  and  animal  disease  and  pest  control 2,  423, 000 

Meat  inspection 1,  899,  000 


Total 8,  396, 110 


Under  these  subappropriations,  the  Agricultural  Research  Service 
carries  out  the  Department’s  scientific  research  in  the  fields  of  live- 
stock, crops,  soil  and  water  conservation,  farm  economics,  agricultural 
engineering,  utilitization  research  and  development,  and  home  eco- 
nomics. It  conducts  both  fundamental  and  applied  research  in  these 
fields,  utilizing  physical,  biological  and  economic  sciences.  Research 
is  conducted  at  the  12,000-acre  Agricultural  Research  Center,  Belts- 
ville, Md.,  and  at  numerous  locations  in  the  States,  Territories,  and 
possessions,  and  in  foreign  countries.  Programs  for  control  and 
eradication  of  plant  and  animal  diseases  and  pests  are  conducted  to 
prevent  introduction  into  the  United  States  of  pests  and  diseases  of 
foreign  origin,  to  prevent  the  spread  interstate  of  those  within  the 
country,  and  to  control  and  eradicate  them  where  found.  The  F ederal 
meat  inspection  laws  are  enforced  to  assure  production  of  disease  free, 
clean  and  wholesome  meat  and  meat  products  for  both  civilian  and 
military  use  and  for  foreign  commerce. 

Our  total  pay  act  costs  under  this  appropriation  are  estimated  to 
be  some  $500,000  more  than  the  amount  to  be  met  by  this  transfer  au- 
thority, but  we  will  absorb  this  additional  cost  as  a part  of  our  effort  to 
reduce  expenditures  wherever  possible.  We  are  unable  to  propose 
any  further  absorption  of  costs  because  of  having  to  meet  substantial 
increased  operating  costs,  the  urgent  demands  for  new  or  expanded 
research,  the  increasing  workload  relating  to  enforcement  of  laws 
pertaining  to  meat  inspection,  plant  and  animal  quarantines,  and 
othe  regulatory  activities,  and  the  need  for  meeting  emergency  con- 
trol operations  arising  from  outbreaks  of  plant  and  animal  diseases, 
and  pests. 
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We  estimate  that  we  are  absorbing  approximately  $3  million  this 
fiscal  yo:ir  in  inci’eased  operating  costs  unrelated  to  the  increased  pay 
act  costs  under  Public  Law  85-462.  About  half  of  this  amount  is  due 
to  the  higher  cost  of  equipment,  materials,  supplies,  and  other  items. 
AVe  ai’e  spending  about  $33  million  for  such  items  in  1959  and  costs  for 
th(‘m  ai*e  estimated  to  have  risen  a little  over  4 percent  during  the  past 
yeai*.  AVe  have  about  1,700  full-time  employees  whose  pay  is  based 
upon  wage  board  rates.  We  estimate  that  their  pay  costs  have  in- 
ci’eased  nbout  $450,000  this  year.  Also,  there  has  been  an  increase  in 
costs  of  about  $70,000  due  to  converting  GS  employees- to  wage  board. 
This  ]:>ast  year.  Congress  directed  that  we  should  initiate  or  expand  re- 
search on  various  farm  and  utilization  research  problems  but  the  in- 
crease in  appropriations  for  such  research  was  $252,500  less  than  the 
amount  for  the  work  which  we  were  directed  to  do.  It  has  been  neces- 
sary, therefore,  to  absorb  $252,500  in  other  research  programs  in  order 
to  comply  with  the  congressional  directive.  In  fiscal  year  1958,  an 
increase  in  appropriations  was  provided  to  meet  the  cost  of  the  Gov- 
ernment’s contribution  to  the  retirement  fund,  but  only  for  the  25  pay 
periods  that  such  increased  costs  were  in  effect  that  year.  In  the  cur- 
rent 1959  fiscal  year,  it  is  necessary  to  meet  these  costs  for  the  full  26.1 
pay  periods.  The  increased  cost  is  estimated  at  $166,000.  Other  ad- 
ditional costs  of  over  $500,000  which  must  be  absorbed  this  year  include 
increased  salary  costs  due  to  Civil  Service  Commission  action  under 
section  803  of  the  Classification  Act,  as  amended,  raising  scientists  in 
several  selected  fields  to  the  top  step  in  the  grade;  costs  of  a part  of 
the  servicing  of  the  new  research  programs  in  foreign  countries  con- 
ducted under  Public  Law  480  with  foreign  currencies,  and  various 
other  items. 

Our  need  for  these  funds  and  authorities  will  be  increasingly  urgent 
as  the  year  progresses.  A considerable  portion  of  our  work  is  greatly 
influenced  by  the  crop  seasons.  For  this  reason,  our  normal  operating 
expenditures  become  greater  during  the  spring  and  early  summer.  In 
addition,  the  period  of  obligations  for  some  of  our  large  pest  control 
programs,  such  as  for  grasshoppers,  gypsy  moth,  witchweed  and 
others,  are  confined  almost  entirely  to  the  latter  months  of  the  fiscal 
year. 

If  you  have  any  questions  regarding  either  of  our  requests,  we  will 
be  glad  to  answer  them. 

RESEARCH 

Mr.  Thomas.  We  have  here  an  increase  for  $100,000  for  humane 
slaughter  research,  including  not  to  exceed  $35,000  for  alterations  to 
the  meat  laboratory  at  Beltsville,  and  a proposed  transfer  of  $4,- 
074,110  from  the  appropriation  for  “conservation  reserve  program” 
fiscal  year  1959. 

The  first  item  is  $100,000.  Of  that  $100,000  you  epmark  $35,000 
for  alterations  to  your  meat  laboratory  at  Beltsville,  is  that  correct? 

Dr.  Shaw.  That  is  correct. 

Mr.  Thomas.  Mr.  Reporter,^  at  this  point,  will  you  insert  in  the 
record  pages  1 through  8 of  the  justifications. 
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(The  pages  referred  to  follow :) 

Agricultural  Research  Service 
(H.  Doc.  58) 

Salaries  and  expenses,  1959 


Request $8,  496, 110 


By  appropriation 100,  000 

By  transfer 8,  896, 110 


Appropriation  to  date 128,  752,  890 

Obligations  to  Dec.  31,  1958 65,  487,  773 

Expenditures  to  Dec.  31,  1958 54,  642,  528 

Budget  estimate  next  fiscal  year 134,  825,  000 


Employment : 

Average  number  current  appropriation 16,  076 

Average  number  involved  this  estimate 5 

Actual  employment,  Dec.  31,  1958  (including  3,541  fee-basis 

veterinarians  on  the  brucellosis  eradication  program) 19,265 


PROPOSED  LANGUAGE 

“For  an  additional  amount  for  ‘Salaries  and  expenses’,  as  follows : 

“ ‘Research’,  including  not  to  exceed  $35,000  for  alterations  to  the  meat 
laboratory  at  Beltsville,  Md.,  $4,174,110,  of  which  $1^,01^,110  shall  be  derived  by 
transfer  from  the  appropriation  for  'Conservation  reserve  program’,  fiscal  year 
1959; 

“ ‘Plant  and  animal  disease  and  pest  control’  $2,423,000  to  be  derived  by 
transfer  from  the  appropriation  for  'Conservation  reserve  program’,  fiscal  year 
1959;  and 

" ‘Meat  inspection’,  $1,899,000,  to  be  derived  by  transfer  from  the  appropriation 
for  'Conservation  reserve  program’ , fiscal  year  1959.” 

EXPLANATION  OP  LANGUAGE 

The  language  provides  for  the  following:  (1)  An  additional  appropriation 
of  $100,000  for  research  on  humane  handling  and  slaughter  of  livestock  and 
necessary  authority  to  use  not  to  exceed  $35,000  of  these  funds  for  the  alteration 
of  a meat  laboratory  at  Beltsville,  Md.,  to  facilitate  such  research.  These 
alterations  are  needed  as  promptly  as  possible.  The  authorization  for  such 
alterations  is  necessary  since  the  amount  involved  exceeds  the  present  limitation 
of  the  appropriation  “Salaries  and  expenses”  which  provides  that  “the  cost  of 
altering  any  one  building  during  the  fiscal  year  shall  not  exceed  $3,750  or  4 
percent  of  the  cost  of  the  building,  whichever  is  greater,”  (2)  an  additional 
amount  totaling  $8,396,110  ($4,074,110  for  research;  $2,423,000  for  plant  and 
animal  disease  and  pest  control;  and  $1,899,000  for  meat  inspection)  to  be 
derived  by  transfer  from  the  appropriation  “Conservation  reserve  program”, 
fiscal  year  1959,  to  finance  that  part  of  increased  salary  and  related  costs  result- 
ing from  Public  Law  85-462,  which  cannot  be  absorbed  within  this  appropriation. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Activities  under  this  appropriation 

The  Agricultural  Research  Service  carries  out  the  Department’s  scientific 
research  in  the  fields  of  livestock,  crops,  soil  and  water  conservation,  farm 
economics,  agricultural  engineering,  utilization  research  and  development,  and 
home  economics.  It  conducts  both  fundamental  and  applied  research  in  these 
fields,  utilizing  physical,  biological,  and  economic  sciences.  Research  is  con- 
ducted at  the  12,000-acre  Agricultural  Research  Center,  Beltsville,  Md.,  and  at 
numerous  locations  in  the  States,  Territories,  and  possessions,  and  in  foreign 
countries. 
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Proprrams  for  control  and  eradication  of  plant  and  animal  diseases  and  p^sts 
are  (•onducte<l  to  prevent  introduction  into  the  United  States  of  pests  and 
diseases  of  foreign  origin,  to  prevent  the  spread  interstate  of  those  within  the 
country,  and  to  control  and  eradicate  them  where  found. 

AVork  of  the  Service  also  includes  enforcement  of  the  Federal  meat  inspection 
laws  to  assure  production  of  disease-free,  clean,  and  wholesome  meat  and  meat 
pr(Klucts  for  both  civilian  and  military  use  and  for  foreign  commerce. 

yccd  for  ffupplemental  funds 

As  a result  of  legislation  enacted  since  submission  of  the  fiscal  year  1959 
budget  to  Congress,  additional  funds  are  needed  for  fiscal  year  1959  as  follows  : 

(1)  $100,000  recommended  to  be  appropriated  to  carry  out  those  provisions 
of  Public  Law  85-765,  approved  August  27,  1958,  which  directs  the  Secretary 
to  conduct  research  to  develop  and  determine  methods  of  slaughtering  livestock 
which  are  practicable  with  reference  to  the  speed  and  scope  of  slaughtering 
operations  and  humane  with  reference  to  other  existing  methods  and  current 
scientific  knowledge.  After  June  30,  1960,  no  agency  or  instrumentality  of  the 
United  States  shall  contract  for  or  procure,  except  as  modified  by  the  President 
in  a declared  emergency,  any  livestock  products  produced  or  processed  by  any 
slaughterer  or  processor  which  in  its  own  or  any  affiliated  plants  slaughters, 
or  handles  for  slaughter,  livestock  by  any  methods  not  designated  and  approved 
by  the  Secretary 

The  Humane  Slaughter  Advisory  Committee  has  been  established  by  the 
Secretary  as  authorized  by  the  act.  It  has  met  and  urges  the  Department  to 
speed  studies  that  would  advance  knowledge  and  improve  methods  of  stunning 
and  anesthetizing  livestock  prior  to  slaughter.  The  purpose  of  this  supplemental 
estimate  is  to  provide  funds  for  such  research. 

(2)  $8,396,110  recommended  to  be  derived  by  transfer  from  the  appropriation 
“Conservation  reserve  program,”  fiscal  year  1959,  to  finance  that  part  of  increased 
salary  and  related  costs  resulting  from  Public  Law  85-462,  which  cannot  be 
ab.sorbed  within  this  appropriation. 

JUSTIFICATION  OF  SUPPLEMENTAL  ESTIMATE,  FISCAL  YEAR  1959,  FOR  SALARIES  AND 

EXPENSES 

This  supplemental  estimate  is  to  provide  funds  for  the  following  two  purposes ; 

1.  An  appropriation  increase  of  $100,000  under  “Salaries  and  expenses,  re- 
search,” to  provide  for  research  on  humane  slaughter  methods  and  for  neces- 
sary alterations  to  facilities  for  conducting  such  research. 

2,  Authorization  to  transfer  not  to  exceed  $8,396,110  from  the  appropriation 
for  “Conservation  reserve  program,”  fiscal  year  1959,  to  finance  that  part  of 
the  increased  salary  and  related  costs  resulting  from  Public  Law  85-462  which 
cannot  be  absorbed  within  this  appropriation. 


1.  Research : 

Appropriation,  1959 $59,  044,  890 

Supplemental  estimate,  1959 4-100,  000 

Revised  estimate,  1959 59, 144,  890 


An  increase  of  $100,000  for  research  on  humane  slaughter  methods  and  for 
necessary  alterations  to  facilities  for  conducting  such  research 
Need  for  increase. — Additional  funds  are  needed  to  carry  out  the  provisions 
of  Public  Law  85-765,  approved  August  27,  1958,  relating  to  the  development 
of  more  humane  methods  of  slaughter  of  livestock.  This  law  was  passed  after 
enactment  of  the  annual  appropriation  act  for  fiscal  year  1959.  The  new  law 
directs  the  Secretary  to  conduct,  assist,  and  foster  research  to  develop  and  de- 
termine methods  of  slaughter,  and  the  handling  of  livestock  in  connection  with 
slaughter,  which  are  practicable  with  reference  to  the  speed  and  scope  of 
slaughtering  operations  and  humane  with  reference  to  other  existing  methods 
and  current  scientific  knowledge.  It  establishes  as  a policy  of  the  United  States 
that  livestock  slaughter  and  related  handling  shall  be  carried  out  only  by  humane 
methods.  It  authorizes  establishment  of  a 12-member  advisory  committee  (a) 
to  make  recommendations  on  research  and  on  methods  of  slaughter  and  handling 
for  each  species  of  livestock,  and  (6)  to  obtain  cooperation  of  the  public,  pro- 
ducers, farm  organizations,  industry  groups,  humane  associations,  and  Federal 
and  State  agencies  in  the  furtherance  of  research  and  the  adoption  of  improved 
methods. 
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The  Secretary  is  directed  to  designate  on  or  before  March  1,  1959,  and  at  such 
times  thereafter  as  he,  deems  advisable,  methods  of  slaughter  and  handling  with 
respect  to  each  species  of  livestock!  After  June  30,  1960,  no  agency  or  in- 
strumentality of  the  United  States  shall  contract  for  or  procure,  except  as 
modified  by  the  President  in  a declared  emergency,  any  livestock  products  pro- 
duced or  processed  by  any  slaughterer  or  processor  which  in  its  own  or  any 
affiliated  plants  slaughters,  or  handles  for  slaughter,  livestock  by  any  methods 
not  designated  and  approved  by  the  Secretary.  Designations  by  the  Secretary 
subsequent  to  March  1,  1959,  shall  become  effective  180  days  after  their  publica- 
tion in  the  Federal  Register. 

The  advisory  committee  has  been  appointed  by  the  Secretary,  and  has  recom- 
mended the  steps  to  be  taken  to.  meet  those  requirements  of  the  law  which  inust 
be  met  by  March  1,  1950.  The  committee  has  endorsed  preliminary  studies 
which  have  been  undertaken  by  the  Department  on  methods  of  slaughter  now 
in  common  practice  and  has  recommended  the  speeding  of  studies  that  would 
advance  knowledge  and  improve  methods  of  stunning  and  anesthetizing  liv^ 
stock  prior  to  slaughter.  The  committee  also  agreed  that  a long-range,  basic 
research  program  should  be  undertaken  to  establish  criteria  for  measuring  paii^ 
and  insensibility  in  livestock. 

A number  of  methods  for  humane  slaughter  have  been  advocated  by  various^ 
persons  and  organizations  in  the  past,  such  as  use  of  carbon  dioxide  for  hog® 
prior  to  shackling  and  sticking,  electrical  stunning,  use  of  the  captive  bolt  pistol, 
and  so  forth.  There  is  need  to  evaluate  these  methods  of  slaughter  from  the 
standpoint  of  humaneness  and  practicality.  Since  it  is  difficult  to  analyze  and 
compare  the  degree  of  pain  induced  by  various  slaughter  methods,  there  is  no 
easy  guide  as  to  what  is  humane  for  animals.  For  example,  some  experiments 
have  shown  that  animals  appearing  to  be  unconscious  may  be  merely  paralyzed 
and  still  conscious  of  pain.  Research  is  urgently  needed  to  develop  suitable 
methods  for  rendering  animals  and  poultry  actually  unconscious  prior  to 
slaughter. 

Only  limited  studies  have  been  made  of  methods  of  slaughtering  meat  animals. 
In  this  country,  for  the  most  part,  they  have  been  conducted  chiefly  by  packers 
and  dealers  in  packing  house  equipment. 

Plan  of  work. — Present  methods  for  restraining  and  slaughtering  livestock 
would  be  studied  and  evaluated  as  to  being  both  humane  and  practicable.  Com- 
parative studies  would  be  made  of  the  use  of  various  stunning  measures,  includ- 
ing electrical  stunning.  Anatomical  studies  would  be  undertaken  with  respect 
to  the  placing  of  the  blow  designed  for  stunning  and  the  optimum  direction  and 
force  of  the  blow  to  produce  insensibility.  Preliminary  studies  of  the  uses  of 
gases  and  tranquilizers  would  be  undertaken.  The  use  of  various  methods  of 
different  age  groups  and  species  of  slaughter  animals  would  be  studied. 

The  research  would  involve  travel  to  various  points  in  this  country  and  in 
Europe  to  observe  methods  of  slaughter  which  might  comply  with  the  policy 
stated  in  the  act  Some  of  the  research  would  be  conducted  through  research 
contracts. 

It  would  be  necessary  to  provide  suitable  facilities  for  certain  of  the  studies. 
These  could  be  provided  by  altering  the  present  meat  laboratory  at  Beltsville, 
Md.  The  cost  is  estimated  at  $35,000 ; the  alterations  should  be  completed  as 
soon  as  possible  to  facilitate  the  work. 

In  the  1960  budget  estimates,  an  increase  of  $250,000  is  requested  to  carry  on 
this  research  work. 

2.  Authorization  to  transfer  not  to  exceed  $8,396,110  from  the  appropriation 
for  “Conservation  reserve  program,”  fiscal  year  1959,  to  finance  that  part  of 
the  increased  salary  and  related  costs  resulting  from  Public  Law  85-462  which 
cannot  be  absorbed  within  this  appropriation. 

A distribution  by  subappropriations  of  the  amount  to  be  authorized  for 
transfer  follows : 


Appropria- 
tion 1959 

Transfer  au- 
thorization 
requested 

Salaries  and  expenses: 

Research  

$59, 044,  890 
50,  632, 000 
19, 076,  000 

$4, 074, 110' 
2,  423,  000 
1,  899,  000 

Plant  and  animal  disease  and  pest  control . _ 

Meat  inspection 

Total,  salaries  andexpenses 

128,  752,  890 

8,  396,  no 
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for  transfer  authority.— TremstQv  authority  of  $8,396,110  is  requested  to 
meet  the  pay  act  costs  under  this  appropriation.  Total  pay  act  costs  are  esti- 
mated at  $8,89(5,110,  of  which  $500,000  can  be  absorbed.  Further  absorption 
cannot  be  made  in  view  of  the  necessity  for  meeting  substantial  increased 
operating  costs,  the  many  urgent  needs  for  new  or  expanded  research,  the  need 
for  meeting  emergency  situations  arising  from  the  the  existence  of  plant  and 
animal  diseases  and  pests,  and  the  increasing  workload  relating  to  the  enforce- 
ment of  laws  pertaining  to  meat  inspection,  plant  and  animal  quarantines,  and 
utli(‘r  regulatory  activities. 

Important  ARS  programs  have  already  been  reduced  in  effectiveness  since 
the  b(‘ginning  of  fiscal  year  1959  by  the  necessity  to  absorb  increased  costs 
appi oximating  $3  million  annually.  Estimates  of  such  increased  costs  are  as 
follows : 

(1)  Increases  in  wage  board  rates  to  over  1,700  full-time  employees.  $450,000 

(2)  Increased  costs  due  to  converting  GS  employees  to  wage  board..  70,000 

(3)  Increased  salary  costs  due  to  Civil  Service  Commission  action 

under  sec.  803  of  Classification  Act,  as  amended,  raising  chem- 
ists and  engineers  to  top  step  in  grade 400,000 

(4)  Absorption  of  balance  of  annual  cost  of  Government’s  contribution 

to  retirement  fund  (1958  appropriation  provided  funds  to  meet 

cost  for  only  25  of  the  26.1  pay  periods) 166,000 

(5)  Higher  operating  costs,  based  on  USDA  index  of  prices  paid  by 

farmers  for  production  items  such  as  machinery,  supplies,  fer- 
tilizer, etc.,  increasing  from  260  on  November  15,  1957  to  272 
on  November  15,  1958,  or  4.6  percent  and  a total  of  over  $33 


million  for  objects  02  through  09  for  1959  (exclusive  of  $3  mil- 
lion for  fee  basis  veterinarians) 1,518,000 

(6)  Amount  by  which  additional  appropriations  for  1959  failed  to 

cover  additional  research  work  dii'ected  by  Congress 252,  600 

(7)  Cost  of  staffing  National  Seed  Storage  Laboratory  on  an  annual 

basis  (funds  provided  for  this  purpose  were  eliminated  by 
establishing  a budget  reserve  of  $300,000  in  fiscal  year  1958 
when  the  laboratory  was  under  construction) 50,000 

(8)  Cost  of  servicing  overseas  research  with  foreign  currencies  de- 

rived from  Public  Law  480  programs  from  the  appropriation 
“Salaries  and  expenses,”  ARS 100,  000 


Total 3,006,500 


The  absorption  of  any  further  amounts  would  seriously  impair  program 
operations.  As  evidenced  by  congressional  increases  in  1959  appropriations,  and 
by  the  proposed  activities  set  forth  in  the  1960  budget  estimates,  it  is  not 
practicable  to  curtail  the  research,  control,  and  meat  inspection  programs  of 
the  Service. 

RESEARCH  ON  HUMANI)  SLAUGHTER  METHODS 

Mr.  Thomas.  Wiat  will  you  do  with  the  $100,000  ? 

Dr.  Shaw.  The  $100,000,  Mr.  Chairman,  is  for  research  on  the  hu- 
mane slaughter  of  livestock. 

Mr.  Thomas.  May  I read  this  paragraph  into  the  record? 

It  tells  it  pretty  well.  [Reading:] 

As  a result  of  legislation  enacted  since  submission  of  the  fiscal  year  1959 
budget  to  Congress,  additional  funds  are  needed  for  fiscal  year  1959  as  follows : 

(1)  One-hundred  thousand  dollars  recommended  to  be  appropriated  to  carry 
out  those  provisions  of  Public  Law  85-765,  approved  August  27,  1958,  which  di- 
rects the  Secretary  to  conduct  research  to  develop  and  determine  methods  of 
slaughtering  livestock  which  are  practicable  with  reference  to  the  speed  and 
scope  of  slaughtering  operations  and  humane  with  reference  to  other  existing 
methods  and  current  scientific  knowledge.  After  June  30,  1960,  no  agency  or 
instrumentality  of  the  United  States  shall  contract  for  or  procure,  except  as 
modified  by  the  President  in  a declared  emergency,  any  livestock  products  pro- 
duced or  processed  by  any  slaughterer  or  processor  which  in  its  own  or  any 
affiliated  plants  slaughters,  or  handles  for  slaughter,  livestock  by  any  methods 
not  designated  and  approved  by  the  Secretary. 
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That  is  it  in  a nutshell,  is  it  not  ? 

Dr.  Shaw.  Yes,  sir. 

Mr.  Thomas.  How  do  you  arrive  at  the  figure  of  $100,000,  gentle- 
men? 

Dr.  Shaw.  We  have  research  that  has  f>een  recommended  to  us  and 
discussed  with  an  advisory  committee  that  was  authorized  to  be  set 
up  under  the  act  on  determining  methods  that  would  be  humane,  not 
painful  to  the  animals. 

Mr.  Thomas.  This  is  really  research.  This  does  not  call  for  any 
outlay  of  any  construction  money,  does  it  ? 

Dr.  Shaw.  The  construction  requested,  $35,000  of  the  total  amount, 
is  to  remodel  a building  at  Beltsville  in  our  Meats  Laboratory  in  order 
to  bring  in  gas  chambers  and  other  things  that  will  be  involved  in 
handling  these  animals. 

Mr.  Thomas.  That  $35,000  is  part  of  your  research  program.  That 
is  incidental  to  the  construction  part  of  it  ? 

Dr.  Shaw.  Yes. 

Mr.  Thomas.  What  do  you  contemplate  will  be  the  end  result  of 
this  expenditure  of  $100,000,  of  which  $35,000  is  to  remodel  the  Meat 
Laboratory  ? 

Dr.  Shaw.  We  hope  to  develop  new  and  improved  methods  for  the 
slaughter  of  livestock  that  will  be  practical  for  the  packers  to  operate 
and  at  the  same  time  will  meet  the  humane  requirements. 

Mr.  Thomas.  Did  the  packers  ask  for  this,  or  who  asked  for  it  ? 

Dr.  Shaw.  There  were  many  people  who  proposed  the  legislation 
before  Congress.  It  was  actually  opposed  by  the  packers  and  opposed 
by  the  Department  of  Agriculture  as  an  item  for  bringing  the  Federal 
Government  into  regulating  this  work. 

Mr.  Thomas.  Gentlemen,  this  is  a matter  of  policy.  Do  you  not 
think  we  had  better  pass  this  over  to  your  regular  committee?  This 
is  not  properly  a deficiency  item,  is  it  ? The  committee  never  passed 
on  it. 

Mr.  Thomas.  Would  it  delay  you  very  much  to  send  it  down  and 
let  those  people  pass  on  it  ? 

Dr.  Shaw.  We  are  going  to  be  before  the  other  committee  on 
Wednesday  of  this  week. 

Mr.  T homas.  Would  that  not  suit  you  better,  then  ? 

Dr.  Shaw.  It  would  be  quite  agreeable  to  us  for  the  Agricultural 
Subcommittee  to  handle  this  supplemental  estimate. 

Mr.  Thomas.  If  we  were  to  cut  this  half  in  two,  and  you  found  out 
there  was  not  enough,  you  would  feel  bad,  and  we  would,  too. 

PAY  ACT  COSTS 

Mr.  Thomas.  How  much  money  is  involved  in  this  transfer  of  funds  ? 

Dr.  Shaw.  $8,396,110. 

Mr.  Thomas.  To  finance  that  part  of  the  increased  salary  and  re- 
lated costs  resulting  from  public  law.  How  many  employees  are  in- 
volved in  it  and  how  much  have  you  absorbed  ? 

Dr.  Shaw.  We  have  16,785  employees  and  we  have  absorbed  $500,000 
of  the  Pay  Act  cost.  In  addition,  we  have  absorbed  another  $3  million 
of  other  costs  within  the  appropriation. 
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Mr.  Thomas.  What  was  the  total  cost?  You  absorbed  $500,000  out 
of  the $8.8  million? 

Dr.  Shaw.  The  total  cost  was  $8,896,110. 

Mr.  Thomas.  You  absorbed  6 percent? 

Dr.  Shaw.  Approximately.  We  have  had  additional  absorptions 
of  around  $3  million,  including  about  $520,000  in  increased  Wage 
Board  costs. 

Mr.  Thomas.  How  many  unfilled  jobs  do  you  have  on  your  payroll, 
appropriated  jobs,  as  of  January  1 of  this  year? 

Mr.  Stephens.  On  the  average,  about  1,200  vacancies. 

Mr.  T homas.  Out  of  16,000  jobs  ? 

Mr.  Stephens.  That  occur  through  the  process  of  turnover.  In  our 
budget  schedules  we  deduct  as  lapses  the  savings  that  accrue  from  delay 
in  filling  those  positions,  so  our  budget  schedule  shows  a deduction 
of  about  61/4  million  in  arriving  at  our  total  fund  requirements. 

Mr.  Thomas.  There  are  no  unfilled  jobs  to  absorb  any  part  of  this 
cost? 


Mr.  Stephens.  Not  without  curtailing  program. 

Mr.  Thomas.  Even  though  you  do  not  fill  these  jobs,  you  do  not 
save  any  money? 

Mr.  Stephens.  If  you  do  not  fill  the  jobs,  yes,  sir,  you  would  save 
money,  but  if  you  do  not  fill  the  jobs,  the  program  work  does  not  get 
done. 

Mr.  Thomas.  You  have  1,200  unfilled  jobs  now  ? 

Mr.  Stephens.  On  the  average. 

Mr.  Thomas.  Suppose  you  were  not  to  fill  those  1,200  or  part  of 
them,  say  400  of  them,  for  another  4 months,  where  would  you  be  ? 

Mr.  Stephens.  If  we  left  every  one  unfilled  for  the  last  quarter  of 
the  year 

Mr.  Thomas.  You  are  going  to  fill  two- thirds  of  them  now.  Sup- 
pose you  fill  one-third. 

Mr.  Stephens.  If  we  left  one- third  unfilled,  we  would  save  approxi- 
mately $300,000 

Mr.  Thomas. 
fer? 

Dr.  Shaw.  $8,396,000. 

Mr.  Thomas.  It  would  not  help  you  much,  would  it  ? 

Mr.  Stephens.  No,  sir.  Two-thirds  of  the  year  has  gone  by  and 
we  have  incurred  these  pay  costs  for  that  period. 


tor  the  last  quarter  ot  the  year. 

How  much  money  are  you  looking  for  here  by  trans- 
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Extension  Service 

WITNESSES 

C.  M.  FERGUSON,  ADMINISTRATOR,  EXTENSION  SERVICE 
Jj.  M.  SCHRUBEN,  ASSISTANT  ADMINISTRATOR,  EXTENSION  SERV- 
ICE 

CHARLES  L.  GRANT,  DIRECTOR  OF  FINANCE  AND  BUDGET  OFFICER, 
DEPARTMENT  OF  AGRICULTURE 


Cooperative  Extension  Work,  Payments,  and  Expenses 

Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 
(-+-)  or  de- 
crease (— ) 

Program  by  activities: 

1.  Payments  to  States,  Hawaii,  Alaska,  and  Puerto  Rico: 

(а)  Payments  for  cooperative  agricultural  extension 

work  under  Smith-Lever  Act 

(б)  Payments  and  contracts  under  the  Agricultural 

Marketing  Act 

$52, 220, 000 

1, 495, 000 
5, 479, 375 
1, 868, 480 
2, 096, 540 

$51, 994, 600 

1, 495, 000 
5, 479, 375 
2, 491, 307 
2,  258,  795 

-$225, 400 

2.  Retirement  costs  for  extension  agents 

3.  Pad alt.y  mail  __  _ 

-f622, 827 
4-162,255 

4.  Federal  Extension' Seryice 

Total  obligations 

63, 159, 395 
63, 159, 395 

63,  719, 077 
63,  719, 077 

4-559,  682 
4-559,  682 

Financing:  New  obligational  authority 

New  obligational  authority: 

Appropriation 

63, 159, 395 

63, 159, 395 
559,  682 

Transfer  from  “Conservation  reserve  program,”  soil  bank 
program,  Agriculture 

4-559, 682 

Object  classification 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 
(4-)  or  de- 
crease (— ) 

Total  number  of  permanent  positions 

248 

248 

Full-time  equivalent  of  all  other  positions 

1 

1 

Average  number  of  all  employees 

240 

239 

-1 

Number  of  employees  at  end  of  year 

242 

240 

-2 

01  Personal  services: 

Permanent  positions 

$1, 580, 228 

$1, 729, 331 

4-$149, 103 

Positions  other  than  permanent 

709 

782 

4-73 

Other  personal  services 

11, 755 

12.  787 

4-1,032 

Total  personal  services 

1, 592, 692 

1,742,900 

4-160,208 

02  Travel 

218, 100 
26,900 
26,600 

218, 100 
26,900 
26,600 

03  Transportation  of  things 

04  Communication  services- — 

Penalty  mail  for  cooperative  extension  agents  and 

State  extension  directors..  

1,868, 480 

2,491,307 

4-622,827 

05  Rents  and  utility  services 

1,700 
64, 511 

1,700 
65, 000 

06  Printing  and  reproduction 

4-489 

07  Other  contractual  services 

222,472 

222,  935 

4-463 

Services  performed  by  other  agencies 

26, 169 

27,  500 

4-1,331 

08  Supplies  fl,Tid  materials  _ . . 

13,  600 
11, 000 
5,  582, 171 

13,600 
11,000 
5,  591,  935 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

+9.7W 

Payments  to  States,  Hawaii,  and  Puerto  Rico 

53,  503,  500 

53, 278, 100 

-226,400 

13  Refunds,  awards,  and  indemnities  _ . . 

600 

600 

15  Taxes  and  assessments  _ _ 

900 

900 

Total  obligations 

63, 159, 395 

63, 719, 077 

4-559,682 
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Mr.  T110MA8.  We  have  here  with  us  our  friends  Mr.  Ferguson  and 
Mr.  Grant.  The  first  item  is  Extension  Service.  Will  you  proceed, 
Mr.  Ferguson? 

Mr.  F ERGUSON.  Mr.  Chairman  and  members  of  the  committee,  I 
aj)[)reciate  the  opportunity  of  appearing  before  this  committee  to 
discuss  with  you  the  supplemental  estimates  for  postal  costs  and  pay 
act  costs  for  fiscal  year  1959  for  the  Extension  Service. 

Tlie  Extension  Service  program  is  a cooperative  undertaking  be- 
tween the  United  States  Department  of  Agriculture,  the  State  land- 
grant  colleges  and  county  governments.  It  was  inaugurated  in  1914 
wlien  Congress  passed  the  Smith-Lever  Act.  Subsequently  the  States 
accepted  the  provisions  of  the  act  by  State  legislation.  This  act  pro- 
vides the  basis  for  the  land-grant  colleges  to  carry  out  certain  edu- 
cational programs  on  behalf  of  the  Department  of  Agriculture 
through  the  Cooperative  Extension  Service  whose  function  is  to  con- 
duct educational  programs  in  agriculture,  home  economics,  and  sub- 
jects relating  thereto  for  people  who  are  not  enrolled  in  these  colleges. 

The  Federal  Extension  Service,  representing  the  Department  of 
Agriculture,  administers  this  nationwide  system  of  extension  work 
through  the  land-grant  colleges  and  universities.  As  the  educational 
arm  of  the  Department  of  Agriculture  it  provides  national  leadership 
in  and  coordination  of  an  up-to-date,  progressive,  and  productive  edu- 
cational program.  This  close  working  partnership  insures  the  inclu- 
sion in  State  extension  programs  of  subjejct  matter  arising  from  the 
research  done  by  the  agencies  of  the  Department  of  Agriculture  and 
from  other  sources  including  that  coming  from  experiment  stations  in 
other  States  and  from  commercial  laboratories.  It  also  insures  the 
inclusion  of  information  dealing  with  Government  programs  bearing 
on  agricultural  production,  marketing,  in  home  economics  and  in 
many  off-farm  influences  which  affect  the  daily  lives  of  farm  families.) 

The  Extension  Service  in  each  State  is  responsible  for  carrying  out 
the  educational  work  which  has  been  mutually  agreed  upon  with  the 
United  States  Department  of  Agriculture  for  that  particular  State. 
To  do  this  the  States  cooperating  with  county  governments  employ 
county  extension  agents  qualified  and  trained  to  assist  local  people 
in  making  accurate  interpretations  and  practical  applications  of  re- 
search results  in  fields  relating  to  both  agriculture  and  home  eco- 
nomics. These  county  programs  conducted  by  county  agents,  home 
agents  and  4-H  Club  agents  are  based  on  the  careful  analysis  of  the 
needs  by  local  people.  They  are  supported  by  technical  help  and  ad- 
vice from  the  specialists  based  at  the  land-grant  colleges.  They  are 
designed  to  help  people  to  help  themselves,  by  giving  them  all  the 
available  facts  upon  which  sound  decisions  can  be  made.  These  pro- 
grams utilize  every  modern  means  of  communication  from  a confer- 
ence across  the  feed  lot  fence  to  home  visits,  circular  letters,  meetings, 
tours,  news  stories,  radio,  and  television. 
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To  facilitate  this  work  and  to  otherwise  carry  out  the  responsibilities 
of  the  Department  as  defined  in  the  Smith-Lever  law,  extension  agents 
are  authorized  to  use  the  penalty  mailing  privilege  in  conducting  the 
official  business  of  the  Department  of  Agriculture. 

On  August  15,  1953,  Public  Law  83-286,  and  on  July  14,  1956,  Pub- 
lic Law  84-705,  provided  that  the  Post  Office  Department  should  be 
reimbursed  out  of  appropriations  made  to  each  of  the  agencies  to 
cover  the  cost  of  the  mailings  of  these  agencies. 

The  $1,868,480  appropriated  under  this  head  for  fiscal  year  1959  was 
to  cover  the  costs  of  penalty  mailing  of  State  extension  directors  and 
cooperative  extension  agents  based  on  postal  rates  in  effect  at  that 
time.  The  present  supplemental  estimate  provides  funds  to  cover  the 
increased  cost  of  postage  pursuant  to  the  Postal  Rate  Increase  Act 
of  1958,  Public  Law  85-426,  which  increased  the  cost  of  penalty  mail 
hy  approximately  one-third.  The  additional  cost  concerned  is  that 
arising  exclusively  from  the  increase  in  postal  rates.  It  cannot  be 
absorbed  without  a transfer  of  funds.  The  additional  amount  of 
$622,827  required  will  be  derived  from  transfer  from  other  fiscal  year 
1959  funds  available  to  the  Department  of  Agriculture  ($559,682  from 
“Conservation  reserve  program,  soil  bank  payments.  Agriculture,”  and 
$63,145  from  “Payments  to  States,  Hawaii,  Alaska,  and  Puerto  . 

Additional  funds  are  also  requested  to  provide  for  partial  financing 
of  the  increased  salary  and  related  costs  resulting  from  the  1958  Pay 
Act.  Increased  costs  of  operation  incident  to  administering  the  exten- 
sion programs  for  the  past  several  years  have  been  largely  absorbed 
by  the  Federal  Extension  Service  without  appropriation  increases  to 
meet  these  costs.  Any  further  absorption  will  result  in  serious  cur- 
tailments and  reductions  of  services  rendered  to  the  States  at  a time 
when  the  requests  for  help  far  exceeded  the  personnel  available  to 
provide  it.  Additional  funds  in  the  amount  of  $162,255  required  for 
meeting  the  costs  resulting  from  the  1958  Pay  Act,  would  be  derived 
by  transfer  from  the  item  “Payments  to  States,  Hawaii,  Alaska,  and 
Puerto  Rico”  for  fiscal  year  1959  to  the  item  “Federal  Extension 
Service.”  This  amount  is  available  primarily  because  of  Puerto  Rico’s 
inability  to  fully  match  Federal  funds  as  provided  by  the  Smith-Lever 
law  and  this  transfer  will  not  affect  allocations  to  the  States  and 
Hawaii  in  1959. 

Mr.  Thomas.  You  want  $785,082  by  transfer  from  other  funds 
available  to  the  Department,  is  that  correct? 

Mr.  Ferguson.  That  is  correct. 

Mr.  Thomas.  We  will  place  in  the  record  pages  1 through  3 of  the 
justifications. 
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(The  material  referred  to  follows:) 

Extension  Service 
(H.  Doc.  58) 

Cooperative  exte^h'sion  work,  payments,  and  expenses 


Request,  by  transfer  from  other  funds  available  to  the  Department $785,  082 

Api)roi)riation  to  date 63,159,  395 

Obligations  to  Jan.  31,  1959 50,  083,  953 

Expenditures  to  Jan.  31,  1959 58,010,129 

Budget  estimate  next  fiscal  year 64,139,477 


Employment : 

Average  number  current  appropriation 239 

Average  number  involved  this  estimate 0 

Actual  employment  .Tan.  31,  1959 227 


PROPOSED  LANGUAGE 

“For  an  additional  amount  for  ‘Cooperative  extension  vrork,  payments  and 
expenses’,  for  ‘Penalty  mail’,  $559,682,  to  he  derived  hy  transfer  from  the  ap- 
propriation for  * Conservation  reserve  program',  fiscal  year  1959:  Provided,  That 
of  the  amount  made  available  under  this  head  in  the  Department  of  Agriculture 
and  Farm  Credit  Administration  Appropriation  Act,  1959,  for  ^Payments  to 
States,  Hawaii,  Alaska,  and  Puerto  Rico',  $63,145  shall  he  transferred  to  the 
suh appropriation  for  "Penalty  mail',  and  $162,255  shall  he  transferred  to  the 
suhappropriation  for  ""Federal  extension  service." 

EXPLANATION  OF  LANGUAGE 

For  an  additional  amount  for  fiscal  year  1959  for  “Cooperative  e’^'tension  work, 
payments,  and  expenses,”  for  “Penalty  mail,”  $6‘^2,827,  and  for  “Federal  Exten- 
sion Service,”  $162,255,  for  pay  act  costs  to  be  derived  by  transfer  from  other 
funds  available  to  the  Department  of  Agriculture. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Activities  under  this  appropriation. — Cooperative  agricultural  extension  work 
was  established  by  the  act  of  May  8,  1914,  as  amended  by  the  act  of  June  ^6, 
1953  (7  U.S.C.  341-348),  and  the  act  of  August  11,  1955  (7  U.S.C.  347a).  The 
legislation  authorizes  the  Department  of  Agriculture  to  give,  through  the  land- 
grant  colleges,  instruction  and  practical  demonstrations  in  agriculture  and  home 
economics  and  related  subjects  and  to  encourage  the  application  of  such  infor- 
mation by  means  of  demonstrations,  publications,  and  otherwise  to  persons  not 
attending  or  resident  in  the  colleges. 

Cooperative  agricultural  extension  work  is  carried  on  by  incorporating  research 
results,  technological  advancements,  and  situation  and  program  facts  of  the 
Department  of  Agriculture  and  the  agricultural  colleges  and  experiment  stations 
into  a national  educational  program.  State  and  county  extension  work  is 
financed  from  Federal,  State,  county,  and  local  sources.  These  funds  are  used 
within  the  States  for  the  employment  of  county  agents,  home  demonstration 
agents,  4-H  Club  agents.  State  specialists,  and  others  who  conduct  the  joint 
educational  programs  adapted  to  local  problems  and  conditions. 

Need  for  supplemental  funds. — The  additional  request  of  $785,082  reflects  an 
increase  of  $622,827  for  additional  postal  costs  and  $162,255  for  additional  Pay 
Act  costs,  due  to  legislation  passed  since  the  1959  budget  estimates  were  submitted 
to  Congress,  as  follows : 

Penalty  mail,  increased  postal  costs 

The  subappropriation  item  “Penalty  mail”  was  established  to  provide  for  pay- 
ment to  the  Post  Office  Department  for  the  cost  of  penalty  mailings  of  extension 
agents  and  State  extension  directors.  The  $1,868,480  appropriated  under  this 
head  for  fiscal  year  1959  was  to  cover  the  cost  of  penalty  mailings  of  State  exten- 
sion directors  and  cooperative  extension  agents,  based  on  postal  costs  in  effect 
at  that  time.  The  present  supplemental  estimate  provides  funds  to  cover  the 
cost  of  increased  postage  rates  pursuant  to  the  Postal  Rate  Increase  Act,  1958 
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(72  Stat  138),  which  increased  the  cost  of  penalty  mailings  by  approximately 
one-third.  The  additional  cost  concerned  is  that  arising  exclusively  from  the 
increase  in  postal  rates  and  cannot  be  absorbed  without  a transfer  of  funds. 
The  additional  amount  of  $622,827* required  will  be  derived  by  transfer  from  other 
fiscal  year  1959  funds  available  to  the  Department  of  Agriculture  ($559,682  from 
“Conservation  reserve  program,  soil-bank  programs.  Agriculture,”  and  $63,145 
from  “Payments  to  States,  Hawaii,  Alaska,  and  Puerto  Rico”). 

Federal  Extension  Service,  increased  pay  act  costs 

This  estimate  of  $162,255  provides  additional  funds  for  partial  financing  of 
the  increased  salary  and  related  costs  resulting  from  the  1958  Pay  Act  (Public 
Law  85-462).  The  amount  was  determined  by  computing  the  pay  increase  and 
contribution  to  the  retirement  funds  for  employees  in  pay  status  on  July  1,  1958, 
allowing  for  normal  turnover.  Insurance  costs  were  computed  for  those  em- 
ployees who  actually  received  an  increase  in  insurance. 

Increased  costs  incident  to  administering  the  cooperative  extension  service 
program  for  the  past  several  years  have  been  largely  absorbed  by  this  agency 
without  an  increase  in  the  appropriation.  Any  further  absorption  will  not  permit 
this  agency  to  carry  out  the  program  which  is  required  by  the  Department  and 
the  States.  The  additional  amount  of  $162,255  required  would  be  derived  by 
transfer  from  “Payments  to  States,  Hawaii,  Alaska,  and  Puerto  Rico”  for  fiscal 
year  1959. 

The  $225,400  proposed  for  transfer  under  the  subappropriation  item  “Payments 
to  States,  Hawaii,  Alaska,  and  Puerto  Rico”  results  primarily  from  Puerto  RicO’s 
failure  to  certify  a portion  of  the  prescribed  amount  of  matching  funds  as  required 
by  the  Smith-Lever  Act,  and  would  not  reduce  the  funds  available  to  other  States 
and  Territories  for  fiscal  year  1959.  It  is  not  anticipated  that  this  will  recur  in 
fiscal  year  1960. 

Mr.  Ferguson.  The  two  items  we  have  here,  which  total  $785,082, 
are:  First,  $622,827  for  increased  costs  of  penalty  mail. 

Mr.  Thomas.  How  many  items  do  you  have  ? Is  it  three  ? 

Mr.  Ferguson.  Two. 

Mr.  Thomas.  One  is  “No  cash,”  two  is  “All  transfers,”  three  is 
“Pay  act,”  and  three  and  one-half  is  “Penalty  mail.”  That  is  from 
my  notes. 

Mr.  Ferguson.  Yes. 

Mr.  Thomas.  Most  important  is  “No  cash.” 

Mr.  Ferguson.  This  item  of  $622,827  comes  about  by  virtue  of  the 
Postal  Kate  Increase  Act  passed  last  year.  This  is  to  cover  the  in- 
creased cost  of  penalty  mail  for  both  State  extension  directors  and 
county  extension  officers.  ' 

The  other  item  of  $162,255  is  to  cover  increased  cost  of  our  own  staff 
due  to  the  pay  act. 

Mr.  Thomas.  This  item  is  made  up  of  two  parts,  penalty  mail  and 
pay  act.  How  much  was  your  entire  pay  act  ? 

Mr.  Ferguson.  The  entire  pay  act,  the  increase  was  $174,039. 

Mr.  Thomas.  You  did  not  absorb  any.  What  was  your  penalty 
mail? 

Mr.  Ferguson.  $622,827.  . 

Mr.  Thomas.  Why  is  your  penalty  mail  so  much  heavier  than  your 
pay  act  increase  ? 

Mr.  Ferguson.  Under  our  cooperative  arrangement  with  the  States, 
the  Federal  Government  provided  the  State  extension  services  with 
the  right  to  use  the  penalty  mail.  This  is  done  in  order  that  the  States 
may  carry  out  the  function  of  the  Department  of  Agriculture  in  the 
extension  program.  Most  of  this  is  used  for  the  payment  of  mailings 
from  the  State  extension  offices  and  from  county  extension  offices. 

Mr.  Thomas.  It  is  a matter  you  cannot  control  since  Congress  gave 
them  that  right  ? 
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Mr.  Fkuguson.  That  is  ri^ht. 

Mr.  Thomas.  Did  I understand  you  to  say  you  did  absorb  $12,000 
of  your  pay  act  increase? 

Mr.  Fkkguson.  Yes,  sir. 

Mr.  Ti  lojtAs.  You  had  about  $174,000  original  pay  act  increase? 
Is  this  tlie  only  item  you  have  under  “Extension  Service?” 

Mr.  Fkrguson.  Yes,  sir. 

Mr.  Thomas.  Are  there  any  questions? 

Mr.  Jknsen.  Your  pay  act  increase  would  cost  how  much? 

Mr.  Ferguson.  $162,255. 

Mr.  Jensen.  Plow  many  employees  do  you  have  in  your  agency 
now  ? 

Mr.  Ferguson.  We  have  at  the  moment  about  230  or  232.  I think 
at  tlie  time  this  report  was  made  there  were  227. 

Mr.  Jensen.  In  the  regular  bill  what  are  your  requests  for  per- 
sonnel ? 

Mr.  Ferguson.  The  request  for  personnel  in  the  regular  bill? 

Mr.  Jensen.  That  is  right.  Are  you  asking  for  more  employees 
or  fewer  ? 

Mr.  F erguson.  Actually  we  are  asking  for  two  less  than  we  had  last 
year. 

Mr.  Jensen.  You  are  absorbing  $13,000  of  the  additional  pay  act; 
is  that  right  ? 

Mr.  Ferguson.  That  is  right. 

Mr.  Jensen.  That  is  all,  Mr.  Chairman. 

Mr.  Thomas.  Mr.  Jonas. 

]\Ir.  Jonas.  Does  not  the  increase  in  mail  cost  alone  amount  to 
$622,827? 

Mr.  Ferguson.  Yes. 

Mr.  Jonas.  Is  that  the  1-cent  increase  ? 

Mr.  Grant.  It  is  an  increase  of  approximately  one-third. 

Mr.  Jonas.  What  is  the  total  mail  bill  ? Is  it  three  times  that  ? 

Mr.  Schruben.  It  is  $1,868,480. 

Mr.  Jonas.  Have  you  made  an  effort  to  cut  down  on  the  material 
local  and  State  offices  mail  out  to  people  who  do  not  even  ask  for  it? 

Mr.  Ferguson.  Yes,  we  have. 

Mr.  eloNAS.  I can  tell  you  there  is  a tremendous  amount  being  mailed 
out.  I believe  that  mail  bill  of  $1,800,000  could  be  substantially  re- 
duced. 

Mr.  Ferguson.  We  continually  work  at  that.  I think  we  have 
made  considerable  progress  in  it.  This  is  a new  arrangement  since 
tlie  passage  of  the  act  of  1953  and  the  act  of  1956,  at  which  time  we 
started  to  reimburse  the  Post  Office  Department.  At  that  time  we 
made  a very  careful  survey  with  the  States  and  have  worked  with 
them  very  closely  since  to  keep  these  mailings  down. 
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PAUL  M.  KOGER,  ADMINISTRATOR,  AGRICULTURAL  CONSERVA- 
TION PROGRAM  SERVICE 

ROBERT  P.  BEACH,  ASSISTANT  DEPUTY  ADMINISTRATOR,  OPERA- 
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DEPARTMENT  OF  AGRICULTURE 


Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 
(-]-)  or  de- 
crease (— ) 

Program  by  activities: 

Dii’cct  obligations: 

1.  Cost-sharing  assistance  to  farmers 

2.  Repayment  of  loans  from  Commodity  Credit  Cor- 

poration --  - 

$212, 500, 000 

22,501,619 
1-410,860] 
[-184, 090] 

$212, 500,000 
22, 501, 619 

Supplemental  required  for  pay  increase 

Supplemental  required  for  revised  postal  rates 

Total  direct  obligations.. 

Obligations  from  amounts  advanced  by  Commodity 
Credit  Corporation: 

Cost-sharing  assistance  to  farmers 

Reimbursable  obligations: 

Cost-sharing  assistance  to  farmers... 

Total  obligations 

Financing: 

Unobligated  balance  brought  forward 

Advances  and  reimbursements  from— 

Commodity  Credit  Corporation  (loan) 

Other  accounts  

[4-410, 860] 
[-f  184, 090] 

235, 001, 619 

37, 500, 000 
444, 000 

235, 001,619 

37,  500, 000 
444, 000 

[-[-594, 950] 

272,  945, 619 

-1,619 

-37,  500, 000 
-100,000 
-344, 000 

272,  945, 619 

-1,619 

-37, 500, 000 
-100,000 
-344, 000 

[4-594, 950] 

Non-Federal  sources 

Appropriation  (new  obligational  authority) 

235, 000, 000 

235, 000, 000 

[4-594. 950] 

Note. — Reimbursements  from  non-Federal  sources  above  are  from  proceeds  of  sale  of  aerial  photographs 
7 U.S.C.  1387). 
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Object  classification 


AOKICULTURAL  CONSERVATION  PEOfiRAM  SERVICE 

Total  numbpr  of  permanent  positions 

KiiU-tline  equivalent  of  all  other  positions 

AveraKe  number  of  all  employees .* 

Number  of  employees  at  end  of  year 

Direct  obligations; 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent : 

Other  personal  serviees 

Total  personal  services 

02  Travel ...: 

03  Transportation  of  things .1 

04  Communication  services 

06  Printing  and  reproduction 

07  Other  contractual  services: 

Advances  to  “Administrative  expenses,  sec.  392, 
Agricultural  Adjustment  Act  of  1938”  (7  U.S.C, 

1392) 

Services  performed  by  other  agencies 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions... 

Cost-sharing  assistance 

15  Taxes  and  assessments 

Total  direct  obligations 

Reimbursable  obligations: 

11  Grants,  subsidies  and  contributions 

Total,  Agricultural  Conservation  Program  Service.. 


1959  presently 

1959  revised 

1959  increase 

available 

estimate 

(-+-)  or  de- 

crease  (— ) 

70 

70 

1 

1 

65 

65 

71 

71 

$424,  547 

$45i  262 

-)-$29, 715 

2,860 

2,860 

1,764 

1,764 

429, 171 

458,  886  . 

-f  29, 715 

43,  510 ' 

43.  510 

1,200 

1,200 

6,900 

6.  900 

8,000 

8,000 

21,  520 

23,655 

+2. 135 

4, 347 

4,  441 

+94 

3, 000 

3,000 

2,000 

2,000 

27,  902 

29,  833 

+1, 931 

208,  625,  694 

208,  625, 694 

200 

200 

209, 173,  444 

209, 207, 319 

+33, 875 

37,  944, 000 

37, 944,  000 

247, 117,  444 

247, 151,  319 

+33, 875 

Mr.  Thomas.  Next  is  the  Agricultural  Gonservation  Program 
Service. 

Do  you  have  a prepared  statement,  Mr.  Koger  ? 

Mr.  Koger.  Yes,  sir ; I have  a brief  statement. 

Mr.  Chairman  and  members  of  the  committee,  it  is  a pleasure  to 
appear  before  you  to  discuss  the  supplemental  budget  request  of  the 
Agricultural  Conservation  Program  Service.  No  increase  in  total 
appropriation  is  necessary.  However,  an  increase  of  $594,950  in 
administrative  expense  limitation  is  required  to  meet  the  part  of  the 
costs  of  the  Federal  employees  salary  increase  of  1958  and  the  costs 
of  revised  postal  rates  pursuant  to  Public  Law  85-426.  This  increase 
in  limitation  will  authorize  more  of  the  funds  appropriated  last  year 
for  the  1958  program  to  be  used  for  administrative  expenses  and  less 
than  originally  planned  for  cost-sharing  assistance  to  farmers.  How- 
ever, since  all  of  the  cost-sharing  funds  originally  autliorized  were  not 
earned  under  the  1958  program,  this  change  will  not  require  State 
allocations  to  be  reduced.  The  1958  program  was  completed  Decem- 
ber 31, 1958,  and  preliminary  reports  available  to  us  with  respect  to  the 
amount  of  1958  program  funds  used,  indicate  underearnings  will  be  in 
excess  of  $594,950,  the  amount  of  increase  in  administrative  funds 
requested. 

The  agricultural  conservation  program  is  designed  to  (1)  rastore 
and  improve  soil  fertility,  (2)  reduce  erosion  caused  by  wind  and 
water,  and  (3)  conserve  water  on  land.  To  achieve  these  objectives, 
the  Agricultural  Conservation  Program  Service  offers  cost-sharing 
assistance  to  individual  farmers  and  ranchers  in'  all  of  the  49  States, 
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Hawaii,  Puerto  Rico,  and  the  Virgin  Islands  for  carrying  out 
approved  soil-building  and  soil-  and  water-conserving  practices  on 
their  farms.  This  assistance  represents  only  a part  of  the  cost  of 
performing  the  practice.  The  farmer  bears  the  balance  of  the  cost 
and  in  addition  supplies  the  labor  necessary  to  carry  out  the  practices. 

In  order  to  administer  this  program  in  the  field.  State,  county,  and 
community  committeemen  work  directly  with  farmers  in  utilizing 
program  assistance  in  an  effort  to  get  the  greatest  volume  of  conser- 
vation performed  on  the  land  by  the  farmers  themselves. 

When  the  Federal  Employees  Salary  Increase  Act  of  1958  was 
passed,  National  and  State  employees  of  the  Agricultural  Conserva- 
tion Program  Service,  Commodity  Stabilization  Service  and  Forest 
Service,  involved  in  the  administration  of  the  program  were  auto- 
matically entitled  to  the  increased  pay  amounting  to  a total  of 
$475,725.  However,  following  the  President’s  directive  on  reducing 
personal  services,  and  due  to  other  economies,  we  have  been  able  to 
absorb  $64,865  of  this  amount.  If  this  increase  in  limitation  is  not 
allowed  the  level  of  work  in  these  offices  would  have  to  be  reduced 
below  the  level  currently  authorized.  We  are  constantly  directing 
our  efforts  toward  more  economical  administration,  and  we  believe 
that  employment  levels  and  other  operating  costs  are  now  at  the 
lowest  point  consistent  with  efficient  and  effective  operation. 

The  increase  in  limitation  of  $184,090  due  to  revised  postal  rates 
is  based  on  actual  costs  of  acquisitions  for  1958  plus  an  increase  of 
33%  percent.  This  figure  does  not  represent  any  increase  in  volume 
of  mail  for  fiscal  year  1959,  and  only  reflects  the  increased  cost  pro- 
vided by  law. 

We  shall  be  glad  to  assist  you  with  any  questions  or  supply  any 
further  information  which  your  committee  may  wish. 

Mr.  Thomas.  This  proposed  provision  is  to  provide  $410,860  for 
increased  pay  costs  pursuant  to  Public  Law  85-462  and  $184,090  for 
revised  postal  rates  pursuant  to  Public  Law  85^26.  This  author- 
ization is  to  increase  the  administrative  expense  and  transfer  limi- 
tations only;  no  increase  in  the  total  appropriation  is  necessary.  You 
say  on  page  1 : 

Tlie  limitation  under  this  head  in  the  Department  of  Agriculture  and  Farm 
Credit  Administration  Appropriation  Act,  1959,  on  the  amount  available  for 
administrative  expenses,  is  increased  from  $24,698,000  to  $25,292,950,  and  the 
limitation  thereunder  on  the  maximum  amount  which  shall  be  transferred  to 
the  appropriation  account  for  administrative  expenses,  section  392,  Agricultural 
Adjustment  Act  of  1938,  is  increased  from  $^5,025,800  to  $5,424,200. 

The  first  item  is  $410,860  for  pay  costs  and  the  last  item  of  $184,090 
is  postal.  We  will  put  pages  1 and  2 in  the  record  at  this  point. 

(The  pages  referred  to  follow:) 

Agricultueal  Conservation  Program  Service 
(H.  Doc.  58) 


Agricultural  conservation  'program,  1959 


Existing 

limitation, 

1959 

Proposed 
increase  in 
limitation 

Revised 

limitation, 

1959 

Administrative  expense  limitatioti . 

$24, 698,  000 
(5,  025,  800) 

+$594,950 
^ (+398,400) 

$25,292,950 

(5,424,200) 

Transfer  to  section  3^ 

78 


PROPOSED  LANGUAGE 

“7’//r  limitation  under  this  head  in  the  Department  of  Agriculture  and  Farm 
Credit  Ad miniatration  Appropriation  Act,  1959,  on  the  amount  availahle  for  ad- 
ministrative expenses,  is  increased  from  '$2 J/, 698,000'  to  ^$25,292,950' , and  the 
limitation  theretinder  on  the  maximum  amount  which  shall  he  transferred  to  the 
apf>ropriation  account  for  'Administrative  expenses,  section  392,  Agricultural 
Adjustment  Act  of  1938',  is  increased  from  '$5,025,800'  to  '$5,424,200'." 

EXPLANATION  OF  LANGUAGE 

This  im)posed  provision  is  to  provide  $410,860  for  increased  pay  costs  pursuant 
to  Piihlic  Law  8r»— 4C2  and  $184,090  for  revised  postal  rates  pursuant  to  Public 
Law  ,s."*-42().  This  authorization  is  to  increase  the  administrative  expense  and 
transfer  limitations  only ; no  increase  in  the  total  appropriation  is  necessary. 

PURPOSE  AND  NEED  FOR  INCREASE  IN  LIMITATION 

Activities  under  this  appropriation. — The  objectives  of  this  program  include 
(1)  restoring  and  improving  soil  fertility,  (2)  reducing  erosion  caused  by  wind 
and  water,  and  (3)  conserving  water  on  land.  The  Agricultural  Conservation 
Program  Service  offers  cost-sharing  assistance  to  individual  farmers  and  ranchers 
ill  all  of  the  49  States,  Hawaii,  Puerto  Rico,  and  the  Virgin  Islands  for  carrying 
out  approved  soil-building  and  soil-  and  water-conserving  practices  on  their 
farms.  This  assistance  represents  only  a part  of  the  cost  of  performing  the 
pi  actice.  The  farmer  bears  the  balance  of  the  cost  and  in  addition  supplies  the 
labor  necessary  to  carry  out  the  practice.  Allocations  are  made  to  States  based 
upon  conservation  needs. 

Cost-sharing  assistance  is  oifered  only  for  the  practices  considered  necessary 
to  meet  the  most  urgently  needed  conservation  problems  of  the  farm,  which 
would  not  otherwise  be  carried  out  to  the  extent  needed.  To  be  eligible  for  cost- 
sharing  the  farmer  must  make  application  therefor  before  beginning  the 
practice. 

Need  for  increase  in  limitation. — The  administrative  expense  limitations  ap- 
plicable to  agricultural  conservation  program  in  the  Department  of  Agriculture 
and  Farm  Credit  Administration  Appropriation  Act,  1959,  were  based  on  salary 
scales  and  postal  rates  in  effect  prior  to  enactment  of  Public  Law  85-426,  which 
raised  postal  rates,  and  Public  Law  85-462,  which  increased  employee  salaries. 
An  increase  of  $594,950  in  the  administrative  expense  limitation  is  therefore 
required  to  provide  for  the  increased  costs  resulting  from  enactment  of  Public 
Law  8.5-426  and  Public  Law  85-462.  The  proposed  increase  in  administrative 
expense  limitation  will  make  it  possible  to  absorb  the  increased  costs  without  the 
appropriation  of  additional  funds. 

The  amount  of  $410,860  included  for  pay  costs  involves  approximately  716 
man-years  for  all  agencies  concerned,  out  of  which  $29,400  is  for  contributions 
to  the  retirement  fund.  Federal  Employees’  Group  Life  Insurance  Act,  and 
Federal  Insurance  Contributions  Act.  The  increase  of  $184,090  for  revised 
postal  rates  is  based  on  actual  cost  of  acquisitions  for  1958  plus  an  increase  of 
33%  percent.  No  increase  in  appropriation  is  necessary;  it  is  anticipated  that 
the  increase  in  administrative  expenses  will  be  met  from  program  funds  not 
used  because  farmers  did  not  fully  earn  payments  originally  authorized  under 
the  1958  agricultural  conservation  program. 

Mr.  Thomas.  You  say: 

The  amount  of  $410,860  included  for  pay  costs  involves  approximately  716 
man-years  for  all  agencies  concerned,  out  of  which  $29,400  is  for  contributions 
to  tbe  retirement  fund.  Federal  Employees  Group  Life  Insurance  Act,  and  Fed- 
eral Insurance  Contributions  Act. 

How  do  you  keep  books  like  that?  The  increase  of  $184,090  for 
postal  rates  is  based  on  actual  cost,  which  is  33%  percent  increase 
over  the  remaining  part  of  last  year.  You  have  commingled  three 
different  appropriating  accounts  here. 

Mr.  Grant.  There  is  only  one  account  here.  This  simply  states 
that  in  the  case  of  the  agricultural  conservation  program,  which  in- 
volves assistance  to  farmers  in  carrying  out  approved  conservation 
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practices,  the  administrative  expenses  are  limited  by  the  Appropria- 
tion Act  to  certain  specific  amounts. 

Mr.  Thomas.  I understand  that.  You  have  716  man-years  of  all 
agencies  concerned. 

Mr.  Grant.  That  is  right,  in  carrying  out  this  program. 

Mr.  Thomas.  $29,400  is  for  contribution  to  the  retirement  fund. 
That  is  a different  item  from  salaries.  Federal  employees  insurance 
group  is  a still  different  item  from  your  retirement  fund  and  a dif- 
ferent item  from  salaries  and  Federal  insurance  contribution  is  still 
a fourth  different  item. 

Mr.  Grant.  What  we  are  trying  to  say  there  is  that  of  the  $410,860, 
a portion  is  for  salary  costs,  $29,400  is  for  the  increased  cost  to  the 
retirement  fund  and  increased  insurance  costs  arising  out  of  the  in- 
creased pay. 

When  the  employees’  pay  last  year  was  increased  by  10  percent,  the 
contribution  to  the  retirement  fund  was  increased  accordingly. 

The  insurance  contributions 

Mr.  Thomas.  That  was  not  increased. 

Mr.  GmvNT.  The  Federal  Government  contributes  a portion  of  the 
cost  of  the  insurance. 

Mr.  Thomas.  I understand  that,  but  there  was  no  increase  in  that. 

Mr.  Grant.  When  salaries  went  up,  the  insurance  coverage  also 
went  up. 

Mr.  Thomas.  You  have  a point.  Forty  cents  a thousand.  You 
are  right. 

What  about  the  group  life  insurance  ? 

Mr.  Grant.  It  went  up  the  same  way. 

Mr.  Thomas.  Ten  percent  increase,  your  premium  goes  up  ? 

Mr.  Grant.  Yes,  sir. 

JOB  VACANCIES 

Mr.  Thomas.  Thank  you  for  the  contribution.  How  many  un- 
filled jobs  do  you  have  over  there  as  of  January  1 ? 

Mr.  Scruggs.  We  have  shown  only  actual  man-years  of  employment 
here  and  computed  this  estimate  based  on  actual  employees  on  the 
rolls.  We  had  about  six  vacancies  not  included. 

Mr.  Thomas.  Will  you  look  at  your  records  and  see  what  you  have 
there  ? 

Mr.  Scruggs.  Under  ACPS  itself  we  had  65  people  on  the  rolls. 
Total  number  of  positions  was  70.  We  had  five  vacancies.  What  I 
am  saying  is  that  our  estimate  is  based  on 

Mr.  Thomas.  How  many  total  employees  do  you  have  ? 

Mr.  Scruggs.  About  716  man-years.  We  do  not  employ  people 
under  this  particular  appropriation.  This  appropriation  transfers 
money  to  administrative  expenses  section  from  which  employees  are 
paid. 

Mr.  Thomas.  This  is  your  big  money  where  you  transfer  it.  Where 
is  your  personnel  that  administers  this  fund?  Are  they  charged  to 
this  account?  You  have  700  of  them. 
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Mr.  Grant.  Let  me  explain  it  this  way.  In  carrying  out  the  work 
of  thes('.  various  programs  in  the  field  in  each  State  there  is  an  agri- 
cultural stabilization  and  conservation  committee  which  carries  out 
not  only  this  program  but  numerous  other  agricultural  programs  as 
well.  The  time  of  the  various  employees  is  distributed  among  the 
various  appropriations  according  to  the  work  they  do  for  each  pro- 
gram. Therefore,  it  is  difficult  to  determine  the  number  of  vacancies 
at  any  one  time  applicable  to  any  one  appropriation.  They  can  give 
you  information  on  the  number  of  vacancies  there  may  be  in  the  State 
office,  for  instance,  but  they  carry  on  a number  of  programs  and 
activities. 

Mr.  Thomas.  How  do  you  arrive  at  the  figure  of  $410,860  for  this 
part  of  the  program  ? Is  that  your  personnel  increase  ? 

Mr.  Grant.  That  is  the  share  applicable  to  the  agriculture,!  con- 
servation program. 

Mr.  Thomas.  Can  you  figure  out  the  share  applicable  to  the  program 
where  you  had  vacancies  on  J anuary  1 ? Can  you  figure  that  out  ? 

Mr.  Grant.  I believe  we  would  have  to  figure  it  and  insert  it  in  the 
record. 

Mr.  Thomas.  You  can  come  up  with  a good  guess  and  you  can  cor- 
rect it  later. 

(The  information  requested  follows :) 


Administrative  expenses,  sec.  392,  Agricultural  Adjustment  Act  of  1938 


1959 

budgeted 

man-years 

Positions 

Full-time 
employment, 
actual, 
Dec.  21, 1958 

Commodity  Stabilization  Service 

Agricultural  Conservation  Program  Service 

Forest  Service 

3,084 

65 

1 

3, 115 
70 
1 

2,831 

64 

Total ; : 

3, 150 

3, 186 

2, 895 

1959 

budgeted 

man-years 

Estimated 
employment, 
June  30, 1959 

Decrease 

A gr inn Itn rat  mnsPTvatirm  program  . , 

661 

333 

2,156 

661 
199 
2, 156 

Acreage  reserve  program 

-134 

All  other  programs 

Total 

3, 150 

3, 016 

-134 

Mr.  Beach.  For  these  State  offices  we  can  give  you  an  estimate  of 
the  total  number  of  vacancies  in  existence  in  the  State  offices  and  in 
the  Washington  office  as  of  a given  date.  The  only  way  we  can  give 
you  an  estimate  of  how  many  of  those  vacancies  might  apply  to  the 
agricultural  conservation  program  is  on  a pro  rata  basis  based  on  time 
spent  by  these  individuals  on  that  work. 

Mr.  Thomas.  I understand  that  is  the  way  you  arrived  at  this  figure 
of  $410,860.  Is  that  right  ? 

Mr.  Beach.  We  have  an  actual  time  record  basis  for  obligating 
funds. 

Mr.  Thomas.  You  do  not  have  that  information  on  number  of  va- 
cancies chargeable  to  a given  program  on  a given  date  ? 
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2^Ir.  Beach.  Xot  here.  TVe  can  obtain  it  on  the  basis  of  an  estimate. 

May  I add  one  more  thing  ? TTe  are  actually  in  a reduction- in-force 
position  in  the  State  offices.  If  there  are  any  vacancies,  they  would  be 
In  a very  specialized  field ; in  all  likelihood,  we  probably  have  none. 

Mr.  Thomas.  These  are  great  programs  and  quite  important.  You 
say : 

The  objectives  of  this  program  include  (1)  restoring  and  improving  soil  fer- 
tility, (2)  reducing  erosion  caused  by  wind  and  water,  and  (3)  conserving 
water  on  land.  The  Agricultural  Conservation  Program  Service  offers  cost-shar- 
ing assistance  to  individual  farmers  and  ranchers  in  all  of  the  49  States — 

et  cetera. 

Are  there  any  questions  ? 

Mr.  Jexsex.  The  Agricultiu'al  Conservation  Program  Service  co- 
operates with  all  of  the  other  agencies  in  the  Department  of  Agri- 
culture which  have  to  do  with  the  conservation  of  soil  and  water ; is 
that  right  ? 

Mr.  Koger.  That  is  right. 

Mr.  Jexsex.  You  have  a close  working  relationship  with  the  Soil 
Conservation  Service  ? 

Mr.  Koger.  Very  close. 

Mr.  Jexsex.  Are  the  differences  which  years  ago  existed  between  the 
Agricultural  Conservation  Service  and  the  Soil  Conservation  Service 
pretty  well  ironed  out  at  the  present  time  ? 

Mr.  Koger.  We  tliink  so. 

Mr.  Jexsex.  You  have  had  that  for  a number  of  years.  There  was 
a time  when  there  was  a difference  of  opinion  between  those  two  great 
services,  and  that  has  been  pretty  well  resolved  for  a great  many 
years,  I believe.  Is  that  a fair  statement  ? 

Mr.  Koger.  Yes,  sir ; I think  so. 

Mr.  Jexsex.  You  do  have  some  problems  in  your  Service.  I have 
one  that  has  existed  out  in  my  district  for  quite  some  time  in  Har- 
rison Comity,  Iowa.  You  probably  are  well  aware  of  that.  I hope 
that  situation  can  be  resolved.  I believe  it  is  in  the  courts  at  the 
present  time.  I have  not  heard  that  disposition  has  been  made 
on  that  paiticular  problem,  but  I regretted  very  much  the  situa- 
tion that  arose  out  there.  I sincerely  hope  that  it  will  be  resolved 
and  will  not  be  detrimental  to  the  duties  and  responsibilities  which 
rest  on  the  shoulders  of  you  folks  in  authority. 

■ I do  not  know  whether  you  are  aware  of  that  problem. 

Mr.  Koger.  Congressman,  I am  not.  We  will  be  most  glad  to  look 
into  it. 

Mr.  Jexsex.  It  is  a most  distressing  situation.  Just  who  was 
at  fault  I do  not  believe  has  been  resolved  as  yet.  It  was  personali- 
ties that  crept  into  that  situation,  which  should  never  creep  into 
this  great  work.  I fear  that  it  was  someone  who  was  trying  to 
feather  his  own  nest  at  the  expense  of  his  neighbors  and  the  farm- 
ers. 

So  I hope  that  you  folks  in  charge,  with  the  responsibility  of  this 
good  work,  will  seo  to  it  in  the  future  that  one  person  or  two  per- 
sons should  not  determine  the  action  of  the  services  which  are  ren- 
dered to  all  farmers  who  participate. 

That  is  all,  Mr.  Chairman. 

Mr.  Thomas.  Are  there  any  further  questions?  Thank  you  very 
much. 


82 


AGRicui/ruRAL  Marketing  Service 
WITNESSES 

ROY  W.  LENNARTSON,  DEPUTY  ADMINISTRATOR,  MARKETING 
SERVICES,  AGRICULTURAL  MARKETING  SERVICE 
ARTHUR  J.  HOLMAAS,  DIRECTOR,  BUDGET  AND  FINANCE  DIVISION,. 

AGRICULTURAL  MARKETING  SERVICE 
HENRY  G.  HERRELL,  ASSISTANT  ADMINISTRATOR  FOR  MANAGE- 
MENT, AGRICULTURAL  MARKETING  SERVICE 
CHARLES  L.  GRANT,  DIRECTOR  OF  FINANCE  AND  BUDGET  OFFICER^ 
DEPARTMENT  OF  AGRICULTURE 

Marketing  Research  and  Services 


Program  and  financing 


Presently 

available, 

1959 

Revised 

available, 

1959 

Difference 

Program  by  activities; 

Direct  obligations: 

1.  Marketing  research  and  agricultural  estimates: 

(a)  Marketing  research... 

$6, 984, 000 

$7, 460, 100 

-f  $476, 100 

(b)  Economic  and  statistical  analysis 

1,535,000 

1, 643, 400 

-t-108,  400 

(c)  Crop  and  livestock  estimates 

5,  676, 000 

6, 343, 811 

-i-667, 811 

Total,  marketing  research  and  agricul- 
tural estimates 

14, 195,000 

15, 447, 311 

-H,  252, 311 

2.  Marketing  services: 

(a)  Market  news  service 

4, 370, 000 

4, 959, 297 

-f589, 297 

(6)  Inspection,  grading,  classing,  and  standard- 
ization  

13,  925, 800 

15, 845,  970 

4-1,920,170 

(c)  Freight  rate  services 

175, 800 

190,  990 

-+-15, 190 

(d)  Regulatory  activities 

2, 122, 400 

2, 293,  515 

4-171, 115 

(e)  Administration  and  coordination  of  State 
payments.. 

65, 000 

70, 195 

4-6, 195 

Total,  marketing  services 

20, 659, 000 

23, 359, 967 

4-2, 700, 967 

Total,  direct  obligations. 

34,854, 000 

38, 807, 278 

4-3,953, 278 

Reimbursable  obligations: 

2.  Marketing  services: 

(6)  Inspection,  grading,  classing,  and  standard- 
ization . _ _ . 

2,  774, 585 
37, 628,  585 

2,  774,  585 
41, 581, 863 

Total  obligations 

4-3, 953, 278 

Financing: 

Advances  and  reimbursements  from  other  accounts. 

-2, 774, 585 

-2, 774, 585 

New  obligational  authority 

34, 854, 000 

38, 807, 278 

4-3, 953, 278 
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Object  classification 


Total  number  of  permanent  positions 

Ft. II -time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year. 

Personal  service  obligations; 

Permanent  positions 

Positions  other  than  permanent— 

Other  personal  services 

Total  personal  service  obligations 

Direct  obligations: 

01  Personal  services 

02  Travel 

03  Transportation  of  things. 

04  Communication  services 

05  Eents  and  utility  services 

00  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

08  Supplies  and  materials 

09  Equipment 

10  Land  and  structures 

11  Grants,  subsidies,  and  contributions 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments.. 

Total,  direct  obligations.. 

Reimbursable  obligations; 

01  Personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

06  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies. 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

13  Refimds,  awards,  and  indemnities 

15  Taxes  and  assessments 

Total  reimbursable  obligations 

Total  obligations 


Presently 

available, 

1959 

Revised 

estimate, 

1959 

Difference 

5. 938 
34C 
6,092 
5.  246 

6,294 
340 
5, 169 
5,  552 

-f356 

+77 

+306 

$25,  564,  879 
1,  ] 56,  453 
442,488 

$28,  595,  285 
1, 268,  800 
491,  800 

+$3,  030,  406 
+112.  347 
+49, 312 

27, 163, 820 

30,  355, 885 

+3, 192,  065 

25,114,080 
2,  213,  400 
336, 100 
1,  748,  6C0 
242,900 
581,  SOO 
1, 246,  231 
844, 000 
531,  800 
339,  800 
20, 000 
1, 579,  532 
18, 400 
37, 357 

28,  308. 145 
2,  223,  800 
336, 100 
2,  255,  600 
242,  900 
581.800 
1,  282,  700 
844, 000 
531,  800 
339,  800 
20,  000 
1,  782,  233 
18,  400 
42, 000 

+ 3, 192, 065 
+10,  400 

+507. 000 

+36, 469 

+202,  701 

+4, 643 

34,  854, 000 

38, 807,  278 

+3, 953, 278 

2, 049,  740 
223,  000 
103,  000 
94,  000 
25,  000 
25,000 
17,  700 
6, 000 
71, 245 
46. 100 
102, 000 
1,000 
10, 800 

2,  049,  740 
223,  000 
103,  000 
94,  000 
25, 000 
25,  000 
17,  700 
6, 000 
71,  245 
46. 100 
102,  000 
1,000 
10, 800 

2,  774,  585 

2,  774,  585 

37, 628,  585 

41,  581, 863 

+3, 953,  278 
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^fr.  T HOMAS.  Next  is  the  Agricultural  Marketing  Service.  Will 
you  proceed,  gentlemen  ? 

Mr.  Lknnartson.  Mr.  Chairman  and  members  of  the  committee,, 
T am  haj)]^y  to  appear  before  this  committee  to  discuss  the  supple- 
mental estimate  for  the  Agricultural  Marketing  Service.  Since  this 
committee  has  not  been  concerned  with  the  details  of  the  budget  for 
this  agency,  I would  like  to  mention  briefly  some  of  its  major  programs. 

Tlie  programs  of  the  Agricultural  Marketing  Service  are  aimed 
at  aiding  in  the  orderly  and  efficient  marketing  and  the  effective 
disti'ibntion  of  products  from  the  Nation’s  farms.  The  domestic 
marketing  and  distribution  functions  of  the  Department  are  centered 
in  this  Service. 

Our  marketing  system  is  a very  complex  one  requiring  a vast  variety 
of  tools  to  make  it  work  and  make  it  efficient.  It  is  a system  fed 
with  the  products  from  millions  of  farms.  These  products  enter  the 
system  in  a multitude  of  ways  and  as  they  move  through  the  channels 
of  trade  are  subject  to  a wide  variety  of  processes  before  reaching 
the  consumer.  The  programs  of  the  AMS  begin  furnishing  tools 
early  in  the  marketing  process — in  fact,  before  the  process  actually 
begins.  Extensive  analyses  and  interpretations  are  made  of  economic 
data  and  presented  to  farmers  and  others  as  aids  to  intelligent  plan- 
ning of  their  production  and  marketing  programs.  A wide  variety 
of  reports  is  prepared  from  data  collected  by  the  widely  known  Crop 
Reporting  Service,  which  serves  as  an  agricultural  “intelligence”  serv- 
ice reflecting  producers’  intentions,  plantings,  growth  progress,  har- 
vesting, and  yields. 

A nationwide  market  news  system,  Federal-State  in  character, 
alerts  and  informs  producers  and  marketing  agencies  as  to  spot  prices, 
movements,  and  qualities  in  addition  to  pointing  out  where,  when,  and 
what  is  available.  Current  information  of  this  nature  is  basic  to  our 
marketing  system.  Standards  of  quality,  supplemented  by  nation- 
wide inspection,  grading,  and  classing  services,  axe  available  for  all 
major  commodities  and  most  minor  ones.  This  system  provides  a 
common  language  between  producing  areas  and  the  marketplace. 
Rules  of  fairplay  in  the  marketplace  are  reflected  in  the  numerous 
regulatory  acts  which  AMS  administers  such  as  the  Federal  Seed, 
Perishable  Agricultural  Commodities,  U.S.  Warehouse,  Packers  and 
Stockyards,  and  other  Acts. 

Marketing  agreement  and  order  programs  have  become  widely  ac- 
cepted in  the  fruit  and  vegetable  areas  and  in  the  milksheds  supplying 
our  principal  cities.  Producers  and  dealers  alike  have  come  to  recog- 
nize their  value  to  orderly  marketing. 

Programs  of  this  agency  also  have  important  impacts  on  expanding 
consumption  of  our  farm  products.  Programs  in  this  area  include  the 
school  lunch  program,  the  plentiful  foods  program,  the  special  milk 
program,  the  section  32  surplus  removal  programs,  and  distribution, 
both  here  and  abroad,  of  surplus  food  commodities. 

Basic  to  and  underlying  the  marketing  and  distribution  programs 
and  in  fact  underlying  much  of  the  general  progress  in  marketing 
are  extensive  research  and  statistical  activities  carried  on  by  the  AMS. 

Economic  and  statistical  analyses  are  used  to  supply  farmers,  proces- 
sors, and  dealers  with  reliable  economic  information  and  data  on  the 
demand-supply  price  outlook.  They  also  provide  the  base  for  much 
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of  the  economic  information  and  farm  outlook  work  carried  forward 
by  the  State  extension  services,  the  farm  press,  and  farm  organizations. 
Through  the  marketing  research  program,  solutions  are  sought  to 
basic  problems  in  marketing  farm  products  such  as  assisting  in  finding 
new  markets  and  enlarging  existing  ones  through  studies  of  current 
industrial  and  consumer  needs.  It  also  searches  out  answers  on  mar- 
keting costs,  quality  maintenance,  market  outlets,  and  improvements 
in  marketing  methods,  practices,  and  f acilities. 

Although  the  AMS  is  an  agency  established  within  the  Department 
as  recently  as  1953,  its  programs  are  not  new.  Nearly  all  of  them  have 
been  in  operation  for  several  decades  and  a few  date  back  nearly 
50  years. 

The  programs  of  AMS  involve  many  cooperative  relationships  with 
land-grant  colleges,  agricultural  trades.  State  education  agencies,  State 
departments  of  agriculture.  State  welfare  agencies  and  many  others. 

A substantial  portion  of  the  AMS  employment  is  financed  through 
revenue  from  fess,  charges,  or  other  assessments  and  through  joint 
financing  or  other  arrangements  with  State  and  private  cooperators. 

With  this  brief  general  outline  as  a background,  I would  like  to 
turn  to  the  supplemental  estimate  which  is  before  this  committee  for 
consideration. 

The  supplemental  requests  $3,953,278  in  additional  funds  under  the 
“Marketing  research  and  service”  appropriation — ^the  main  head 
appropriation  which  finances  slightly  more  than  half  of  the  total 
salary  and  administrative  expense  costs  in  AMS.  Four  items  make 
up  this  request. 

Two  of  these  items  result  from  the  Federal  Employees’  Salary  In- 
crease Act  of  1958  which  was  approved  June  20,  1958,  and  the  in- 
creased postage  rates  authorized  under  Public  Law  426  which  became 
effective  August  1, 1958. 

The  cost  of  these  two  legislative  actions  for  all  of  Agricultural 
Marketing  Service  programs  is  about  $5.7  million.  About  $2.3  million 
of  this  amount,  or  40  percent,  is  being  absorbed.  It  is  proposed,  as 
reflected  in  this  supplemental,  that  the  balance — $3,327,278 — be  pro- 
vided by  transfer  from  other  funds  available  to  the  Department. 

Efforts  have  been  made  to  absorb  costs,  within  the  “Marketing  re- 
search and  service”  appropriation  to  the  fullest  extent  possible.  De- 
mands for  the  work  carried  out  under  this  appropriation  are  always 
far  in  excess  of  the  program  level  wjiich  can  be  carried  on  with  the 
existing  facilities.  Coupled  with  these  demands  are  the  cumulative 
effects  of  the  ever-increasing  trend  in  costs  of  providing  the  service. 
Increased  efficiency  and  improved  operations  must  be  continuously 
made  in  order  to  maintain  present  program  levels.  Unless  the  supple- 
mental funds  requested  are  made  available,  urgently  needed  market- 
ing research  and  service  work  will  have  to  be  curtailed  or  disrupted. 

Effective  December  2,  1958,  the  Federal  Communications  Commis- 
sion authorized  an  increase  in  private-line  teletype  rates.  These  wire 
rates  increased  by  about  18  percent  the  annual  cost  of  the  leased- wire 
contract  of  the  Agricultural  Marketing  Service.  It  increases  costs  this 
fiscal  year  by  $26,000.  This  contract  covers  the  leased  teletype  system 
of  Market  News  Service,  linking  128  field  stations,  providing  a most 
economical  means  for  the  required  rapid  transmission  of  the  market 
data  among  the  terminal  markets  and  shipping  points  where  business 
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trjinsacf  ions  on  all  major  agricultural  commodities  are  consummated. 
Tills  increased  cost  cannot  be  absorbed  without  curtailment  of  a part 
of  the  Market  News  Service.  This  would  mean  closing  several  field 
stations  and  discontinuing  the  reporting  service  from  these  areas. 

Tlie  Poultry  Products  Inspection  Act  (Public  Law  85-172)  ap- 
jiroved  August  28, 1957,  places  upon  the  Department  the  responsibility 
of  providing  after  January  1,  1959,  inspection  of  all  poultry  products 
moving  in  interstate  commerce  in  order  to  assure  consumers  of  whole- 
some ])roducts.  Tlie  original  estimates  of  budget  needs  to  finance  the 
re(]uirements  of  this  act  were  based  largely  upon  the  experience  ac- 
quired through  conducting  the  voluntary  poultry  inspection  activities 
coupled  with  the  best  judgments  available  in  the  Washington  and  field 
stair  oHices  concerning  numbers  and  types  of  poultry  processing  plants. 
11  le  Department  was  aware  of  and  indicated  on  numerous  occasions  the 
fragmentary  nature  and  incompleteness  of  the  data. 

Mandatory  poultry  inspection  pursuant  to  the  act  was  initiated  on 
May  1,  1958.  The  total  appropriation  in  1958  for  poultry  inspection 
was  $1,610,000  including  a supplemental  appropriation  of  $1,300,000 
for  implementation  of  the  new  law.  The  1959  appropriation  amounted 
to  $6,500,000. 

A plant-by-plant  survey  completed  in  late  November  1958,  indicated 
that  about  950  plants  would  be  subject  to  the  act  after  January  1, 
1959 — the  date  the  law  become  fully  effective.  Based  upon  this  infor- 
mation, it  was  determined  that  with  the  resources  available,  it  would 
not  be  possible  to  provide  continuous  resident  inspection  during  the 
period  January  1 to  June  30,  1959,  to  all  plants  subject  to  the  act. 
iVccordingly,  the  resources  available  were  aimed  at  providing  con- 
tinuous inspection  to  poultry  eviscerating  plants  to  the  greatest  extent 
possible  in  order  to  maximize  protection  to  consumers.  All  plants 
processing  poultry  products  such  as  canning  plants,  poultry-pie 
plants,  and  so  forth,  were  exempted  from  the  continuous  inspection 
provisions  of  the  act. 

It  is  estimated  that  485  eviscerating  plants  out  of  an  indicated  total 
of  748  such  plants  subject  to  the  act,  can  be  covered  with  the  current 
appropriation,  provided  related  increased  pay  costs,  also  included  in 
this  supplemental,  became  available.  The  supplemental  appropria- 
tion of  $600,000  being  requested  at  this  time  is  needed  to  extend  the 
coverage  by  June  30, 1959,  to  the  remaining  263  plants. 

If  supplemental  funds  are  noLprovided,  continuous  inspection  serv- 
ice will  have  to  be  denied  some  plants  engaged  in  interstate  business 
or  it  will  be  necessary  to  spread  the  available  staff  so  thin  that  mini- 
mum requirements  cannot  be  met  or  inspection  functions  would  have 
to  be  altered  or  eliminated  below  the  standards  of  the  act.  Under 
these  latter  conditions,  the  public  cannot  be  assured  of  clean  and  whole- 
some products  which  was  the  intent  of  the  law. 

I have  with  me  Mr.  Henry  G.  Herrell,  Assistant  Administrator  for 
Management,  and  Mr.  Arthur  J.  Holmaas,  Director,  Budget  and  Fi- 
nance Division,  Agricultural  Marketing  Service.  We  will  be  happy 
to  provide  additional  details  which  the  committee  may  desire. 

Mr.  Thomas.  We  will  insert  the  justification  material  at  this  point. 
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(The  material  referred  to  follows :) 

Agricultubal  Marketing  Service 
(H.  Doc.  58) 


Marketing  research  and  service,  1959 

Request  $3,  953,  278 


By  appropriation 626,  000 

By  transfer  from  other  funds  available  to  the  Department 3,  327,  278 


Appropriation  to  date 34,  854,  000 

Obligations  to  Dec  31,  1958 20,  482,  627 

Expenditures  to  Dec.  31, 1958 17,  042,  805 


Budget  estimate  next  fiscal  year 42,  060,  000 


Employment : 

Average  number  current  appropriation 5,  092 

Average  number  involved  this  estimate 77 

Actual  employment  Dec.  31,  1958 5,  331 


PROPOSED  LANGUAGE 

“For  an  additional  amount  for  ‘Marketing  research  and  service’,  as  follows: 

“ ‘Marketing  research  and  agricultural  estimates,’  $1,252,311,  to  he  derived  hy 
transfer  from  the  appropriation  for  "Conservation  reserve  program',  fiscal  year 
1959;  and  ‘Marketing  services’  $2,700,967,  of  which  $2,074^907  shall  be  derived 
by  transfer  from  the  appropriation  for  "Conservation  reserve  program,'  fiscal 
year  1959." 

EXPLANATION  OF  LANGUAGE 

The  proposed  language  would  make  available  an  additional  $3,953,278  for  (1) 
increased  pay  costs  resulting  from  the  Federal  Employees’  Salary  Increase  Act 
of  1958,  approved  June  20,  1958  ($2,846,278)  ; (2)  increased  postage  costs  result- 
ing from  increased  postal  rates  authorized  in  Public  Law  85-426  and  which 
became  effective  on  August  1,  1958  ($481,000)  ; (3)  increased  cost  of  the  market 
news  leased  wire  contract  resulting  from  a rate  increase  for  leased  teletype 
facilities  granted  by  the  Federal  Communications  Commission,  effective  Decem- 
ber 2,  1958  ($26,000)  ; and  (4)  providing  inspection  to  around  263  poultry 
evisceration  and  slaughter  plants  which  are  subject  to  the  requirements  of  the 
Poultry  Products  Inspection  Act  after  January  1,  1959  ($600,000). 

PURPOSE  AND  NEED  FOB  SUPPLEMENTAL  FUNDS 

Activities  under  this  appropriation. — The  domestic  agricultural  marketing  and 
distribution  functions  of  the  Department  are  concentrated  primarily  in  the 
Agricultural  Marketing  Service.  The  marketing  job  has  become  more  complex 
with  growth  and  shift  in  population,  technological  developments  in  production 
and  marketing,  and  as  more  and  more  functions  have  been  transferred  from  the 
farm  and  home  to  various  segments  of  the  marketing  system.  The  work  under 
this  appropriation  is  aimed  at  aiding  in  the  orderly  and  efficient  marketing  and 
effective  distribution  of  agricultural  products  from  the  Nation’s  farms  to  the 
consumers. 

Need  for  supplemental  funds. — Increased  costs  to  AMS  during  the  current  fiscal 
year  require  the  supplemental  funds  requested.  These  increased  costs  result 
from  legislative  actions  and  an  order  of  the  Federal  Communications  Commis- 
sion. All  but  one,  the  Poultry  Products  Inspection  Act,  became  effective  after 
submission  of  the  1959  budget.  Unless  these  supplemental  funds  are  made  avail- 
able this  fiscal  year,  needed  marketing  research  and  service  work  will  be  cur- 
tailed or  disrupted,  and  the  Department  will  be  prevented  from  carrying  out  its 
minimum  inspection  responsibiilties  as  specifically  required  by  the  Poultry  Prod- 
ucts Inspection  Act. 


88 


Four  items  comprise  this  supplemental:  (1)  An  amount  of  $2,846,278  for 
increased  pay  costs  resulting  from  the  Federal  Employees’  Salary  Increase  Act 
of  iPoS  which  became  law  on  June  20,  1958.  The  sum  requested  is  the  net 
amount  required  after  all  absorption  that  can  be  realized  from  increased  eflfi- 
ciency  and  improved  operations. 

(2)  A total  of  $481,000  for  increased  postage  costs  resulting  from  increased 
i-ates  provid('d  in  Public  Law  85-426  and  made  effective  August  1,  1958.  Over 
88  perc(*nt  of  AMS  mailings  are  concentrated  in  two  activities  that  could  not 
ul)sorb  the  increased  costs  without  necessitating  curtailment  of  important  mar- 
keting work  (crop  and  livestock  estimating  and  the  market  news  service).  Fur- 
tiH‘r.  the  general  average  of  33%  percent  increases  in  mailing  costs  does  not  apply 
to  AMS.  where  between  75  percent  and  80  percent  of  mail  is  third  class  (increased 
.50  i>ercent  for  the  first  2 ounces).  These  increased  penalty  mail  costs  cannot  be 
absorbed  in  AMS  without  disruption  or  curtailment  of  important  marketing 
work.  Adversely  affected  would  be  collecting  and  disseminating  crop  and  live- 
stock estimates  and  timely,  up-to-date  market  news  reports  on  supplies,  move- 
ment, prices,  etc.,  and  supplying  cotton  classing  services  to  farmer  members  of 
cotton  improvement  groups.  These  are  essential  services  to  agriculture.  Any 
reduction  in  the  present  program  level  brought  on  by  further  absorption  of 
mailing  costs — costs  which  figure  substantially  in  the  budgets  of  the  organiza- 
tions responsible  for  maintaining  these  services — would  result  in  disruption  or 
curtailment  of  needed  marketing  work, 

(3)  The  sura  of  $26,000  for  increased  contract  costs  for  the  leased  wire  service, 
an  integral  part  of  the  market  news  service.  Effective  December  2,  1958,  rates 
were  increased  by  order  of  the  Federal  Communications  Commission.  These 
increased  rates  result  in  an  increase  of  about  18  percent  annually  in  the  cost,  of 
the  AMS  leased  wire  service.  This  increased  cost  cannot  be  met  with  currently 
available  funds.  Several  field  stations  would  have  to  be  closed  and  such  a move 
would  weaken  the  market  news  service  because  of  the  fact  that  interchange  of 
information  between  stations  as  rapidly  as  possible  makes  the  reports  most 
meaningful  and,  therefore,  most  useful. 

(4)  An  increase  of  $600,000  for  compulsory  poultry  inspection  service  under 
the  Poultry  Products  Inspection  Act.  This  increase  is  necessary  for  the  Depart- 
ment to  carry  out  in  1959  its  minimum  inspection  obligations  as  specifically 
required  by  the  Poultry  Products  Inspection  Act.  Recently  completed  surveys 
indicate  that  748  evisceration  and  slaughter  plants  are  subject  to  the  act.  With 
the  currently  available  funds  (including  funds  to  meet  increased  pay  costs) 
continuous  resident  inspection  can  be  provided  to  about  485  of  these  plants.  The 
supplemental  appropriation  is  required  to  permit  the  Department  to  extend  this 
service  by  June  30,  1959,  to  all  evisceration  and  slaughter  plants  engaged  in 
interstate  commerce.  If  supplemental  funds  are  not  provided,  it  will  be  neces- 
sary to  alter  the  planned  inspection  program  by  one,  or  a combination  of  the 
following  means : 

(a)  Failure  to  render  continuous  resident  inspection  service  to  the  total  num- 
ber of  plants  requiring  it. 

( b ) Spreading  personnel  and  their  supervisors  so  thin  as  to  render  the  amount 
of  inspection  below  the  minimum  requirements  of  the  act  and  the  Department’s 
obligations  thereunder. 

(c)  Eliminating  completely,  or  modifying,  inspection  functions  below  the 
standards  required  by  the  act  and  the  obligations  of  , the  Department,  thereunder. 

Importance  of  avoiding  any  weakening  of  the  Department’s  ability  to  assure 
the  public  of  clean  and  wholesome  poultry  products  even  before  it  has  had  an 
opportunity  to  fulfill  its  obligations  under  this  new  law  cannot  be  overemphasized. 


89 


Justification  of  supplemental  estimate^  fiscal  year  1959,  for  ‘^Marketing  research 

and  service” 


Project 

Appropria- 
tion to 
date,  1959 

Supplemental  estimate,  1959 

Revised 
total,  1969 

Pay  act 

Postage 

Other 

Marketing  research  and  agricul- 
tural estimates: 

Markftt.ing  research 

$6, 984, 000 

1. 535. 000 

5. 676. 000 

-f$476, 100 

-f 108, 400 
-1-497, 811 

$7, 460, 100 

1, 643, 400 
6, 343, 811 

Economic  and  statistical  anal- 
ysis  

Crop  and  livestock  estimates.. 

Total,  marketing  research 
and  agricultural  estimates. 

Marketing  services: 

Market  news  service 

Inspection,  grading,  classing, 
and  standardization 

Ereipht-  rate  services 

-f  $170, 000 

14, 195, 000 

-f 1,082, 311* 

-f 170, 000 

15, 447, 311 

4,  370, 000 

13, 925, 800 
175,  800 
2, 122, 400 

65, 000 

-1-288, 297 

-f 1, 284, 170 
-1-15, 190 
-f  171, 115 

-f  5, 195 

-1-275, 000 
-1-36, 000 

(3)  -l-$26, 000 

(4)  -1-600, 000 

4, 959,297 

15, 845, 970 
190, 990 
2, 293,  515 

70, 195 

Regulatory  activities 

Administration  and  coordina- 
tion of  State  payments.  

Total,  marketing  services 

Total,  marketing  research 
and  service.... 

20,  659,  000 

-H,  763, 967 

-f  311, 000 

-f626, 000 

23, 359, 967 

34, 854,  000 

(1)  -f 2, 846, 278 

(2)  -1-481,  000 

-^626, 000 

38, 807, 278 

This  estimate  provides  additional  funds  for : 

(1)  Increased  pay  costs  resulting  from  the  Federal  Employees’  Salary  In- 
erease  Act  of  1958. 

The  increased  costs  were  computed  as  follows:  Initial  allocations  and  allot- 
ments for  fiscal  year  1959  were  made  on  the  basis  of  salary  costs  in  effect 
prior  to  January  1,  1958.  Operating  divisions  and  oflSces  prepared  1959  operat- 
ing budgets  on  the  basis  of  the  old  salary  rates.  Estimated  increased  pay 
costs  for  1959  for  permanent  positions  were  then  determined  by  recomputing 
the  schedules  of  personal  services  in  the  operating  budgets  to  reflect  individual 
pay  costs  on  the  basis  of  the  new  rates.  The  increases  for  all  other  employees 
covered  by  the  1958  Pay  Act  and  for  such  related  costs  as  retirement  and 
FICA  were  computed  by  the  application  of  the  percentage  of  increase  on  per- 
manent employees.  In  addition,  a comparable  increase  has  been  added  to 
cover  increased  reimbursements  to  other  agencies  which  are  performing  serv- 
ices connected  with  AMS  programs.  The  estimate  also  includes  estimated  in- 
creased costs  for  insurance  for  those  employees  who,  as  a result  of  the  pay  act, 
are  entitled  to  additional  insurance  coverage.  A study  of  payroll  records 
indicated  that  approximately  50  percent  of  AMS  employees  would  be  entitled 
to  additional  insurance.  This  percentage  was  applied  to  the  number  of  em- 
ployees covered  and  the  result  multiplied  by  $3  to  obtain  increased  insurance 
costs. 

The  work  under  this  appropriation  is  aimed  at  promoting  and  strengthening 
the  orderly  and  eflacient  marketing  and -effective  distribution  of  .^agricultural 
products  from  the  Nation’s  farmers  to  consumers.  Through  marketing  re- 
search, economic  and  statistical  analysis,  crop  and  livestock  estimates,  market 
news,  inspection  and  grading  service,  and  regulatory  activities,  the  Agricul- 
tural Marketing  Service  provides  agricultural  producers,  handlers,  dealers, 
and  other  essential  tools  required  to  carry  on  this  vast  enterprise.  Each  year, 
farm  organizations,  farmers,  consumers,  research  advisory  committees  and 
other  public  and  private  agencies  increase  their  demands  for  work  under  these 
programs.  However,  these  demands  are  always  in  excess  of  the  program 
levels  which  can  be  provided  with  available  funds.  Additional  appropriations 
have  been  requested  and  some  additional  funds  have  been  provided  in  recent 
years.  However,  these  amounts  have  provided  for  only  minimum  essential 
costs  or  for  specific  projects  or  activities  such  as  for  the  new  mandatory 
poultry  inspection  program. 
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(’ouplfKl  with  tho  ever-increasing  demands  for  marketing  work  are  the 
cumulative  efYects  of  the  unceasing  upward  trend  in  costs  of  providing  the 
services.  The  pinch  is  being  sharply  felt.  All  savings  that  can  be  realized 
from  increased  efficiency  and  improved  operations  have  been  and  must  con- 
finiH*  to  he  usfHl  in  an  effort  to  maintain  present  program  levels.  Examples 
of  these  increased  costs  are  the  substantial  rises  in  travel  and  per  diem  ex- 
pemses,  rent  charges,  equipment,  and  supplies.  In  the  area  of  crop  and  live- 
stork  estimates  and  market  news,  higher  costs  of  paper,  printing  and  dupli- 
cating have  r>l‘^eed  a severe  strain  on  administrative  ingenuity  to  avoid  a 
downward  adjustment  in  program  operations.  In  fiscal  year  1959,  the  cost 
situation  will  b‘  further  complicated  by  the  fact  that  every  activity  will  be 
forced  to  absorb  the  cost  of  retirement  for  one  additional  pay  period. 

Any  additional  absorption  of  pay  costs  beyond  that  reflected  would  result 
in  the  curtailment  or  elimination  of  a number  of  existing  research  and  statis- 
tical activities  and  marketing  services.  These  would  include  research  work 
directed  toward  reducing  product  losses  and  marketing  costs,  expanding  market- 
ing outlets,  and  increasing  efficiency  of  resource  uses  in  marketing;  elimina- 
tion or  less  frequent  issuance  of  situation  and  outlook  reports  and  crop  and 
livestock  estimates  reports;  curtailment  of  market  news  service  at  specific 
points  or  for  specific  commodities;  curtailment  of  mandatory  inspection  and 
grading  work  provided  under  the  Poultry  Products  Inspection  Act,  the  IJ.S. 
Grain  Standards  Act,  the  Tobacco  Inspection  Act,  and  the  Cotton  Acts;  and 
contraction  of  regulatory  activities  under  the  Federal  Seed  Act,  Packers  and 
Stockyards  Act,  and  the  IJ.S.  Warehouse  Act. 

As  a further  consequence,  additional  absorption  would  prevent  full  imple- 
mentation or  continuation  of  certain  of  the  urgently  needed  new  work  for 
which  additional  funds  were  appropriated  for  use  in  1959.  These  were  spe- 
cifi'all.v  earmarked  or  recommended  by  the  Congress  in  providing  funds  for 
AMS  operations  during  this  fiscal  year.  For  example,  $100,000  is  to  be  used 
to  extend  the  quarterly  cattle-on-feed  reports  to  additional  States ; $42,000  is 
provided  for  extending  wholesale  meat  reports  and  market  news  services ; and 
$20,000  is  to  be  used  to  strengthen  wool  standardization  and  grading  work. 

Elimination  or  curtailment  of  existing  research  and  service  activities,  or 
failure  to  initiate  in  1959  the  new  work  listed  above  would  seriously  affect 
agricultural  marketing  work  performed  by  AMS. 

(2)  Increased  postage  costs  resulting  from  increased  rates  provided  in  Pub- 
lic I^aw  85-426  and  made  effective  August  1,  1958. 

The  increased  mailing  costs  for  AMS  were  computed  by  applying  the  rate  in- 
crease to  1958  usage  and  costs  by  organizational  unit  modified  by  known  factors 
such  as  the  effective  date  of  t^e  new  postal  rates  and  the  planned  level  of  pro- 
gram operations.  The  usage  planned  for  1959  was  generally  projected  at  1958 
levels  except  for  mailing  attributable  to  new  services  being  inaugurated  in  this 
fiscal  year  for  cattle-on-feed  reports  in  eight  States,  livestock  market  service  in 
four  States  and  wholesale  meat  reports  in  two  States. 

This  method  was  used  rather  than  proceeding  on  the  basis  of  the  33%  per- 
cent increase  for  general  agency  use  recommended  by  the  Post  Office  Department 
because  AMS  mailings  do  not  fit  the  general  working  pattern  applicable  to  the 
average  agency. 

Over  88  percent  of  AMS  mailings  involve  divisions  which  are  responsible  for 
carrying  ont  the  cron  and  livestock  estimating  and  market  new  services.  Ar>- 
other  7 percent  is  applicable  to  the  cotton  classing  program  which  includes  such 
major  mailing  items  as  the  mailing  of  cotton  classing  tags  and  payment  of  post- 
age due  on  cotton  samples.  The  great  bulk  of  mailings  related  to  these  services 
represent  third  class  mail,  which  has  been  adiusted  unward  from  2 to  3 cents 
for  the  first  2 ounces,  or  a basic  increase  of  50  percent.  In  view  of  the  heavy 
preponderance  in  AMS  of  this  type  of  mail,  it  was  therefore  deemed  imperative 
that  the  50-percent  increase  be  applied  to  an  appropriate  percentage  of  estimated 

1959  mailing  costs  for  AMS.  i,  ^ 

Furthpr  absorption  of  increased  penalty  mail  costs  could  not  be  accomplished 
in  AMS  without  disruption  or  curtailment  of  the  important  marketing  work  of 
collecting  and  disseminating  crop  and  livestock  estimates,  and  timely,  up-to- 
date  TU'^rket  news  reports  on  suuplies,  movement,  prices,  etc.,  and  of  sunplying 
the  cotton  classing  services  to  farmer  members  of  cotton  improvement  groups. 
The  explanations  justifying  the  requests  for  increased  pay  costs  are  equally  ap- 
plicable in  the  case  of  increased  penalty  mail  costs.  These  are  essential  services 
to  agriculture.  Any  reduction  in  the  present  program  level  brought  on  by  fur- 
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ther  absorption  of  mailing  costs — costs  which  figure  substantially  in  the  budgets 
of  the  organizations  responsible  for  maintaining  these  services — would  result  in 
disruption  or  curtailment  of  needed  marketing  work. 

TOTAL  SUPPLEMENTAL  REQUESTED 

Mr.  Thomas.  What  you  are  really  requesting  here  is  $3,953,278, 
your  total  request.  That  is  broken  down  into  $626,000  cash  and  that 
is  made  up  of  two  items  and  then  you  want  the  remainder  of  $3,327,- 
278  in  transfer;  is  that  right? 

Mr.  Lennartson.  That  is  right. 

Mr.  Thomas.  Of  your  two  cash  items,  one  is  for  $26,000  for  in- 
crease in  “Marketing  service” ; is  that  right  ? 

Mr.  Lennartson.  Yes,  for  the  market  news  program  under  the 
“Marketing  service”  appropriation. 

Mr.  Thomas.  $600,000  is  for  inspection,  grading  and  meat  service. 

Mr.  Lennartson.  That  is  right,  for  the  poultry  inspection  part. 

Mr.  Thomas.  You  say: 

Marketing  research  and  agricultural  estimates,  $1,252,311,  to  be  derived 
by  transfer  from  the  appropriation  for  “Conservation  reserve  program,  fiscal 
year  1959;”  and  “Marketing  services,”  $2,700,907,  of  which  $2,074,907  shall  be 
derived  by  transfer  from  the  appropriation  for  “Conservation  reserve  program,” 
fiscal  year  1959. 

PENALTY  MAHi 

We  will  look  first  at  your  mail,  $481,000. 

Mr.  Lennartson.  Yes,  sir. 

Mr.  Thomas.  How  does  that  arise  ? 

Mr.  Lennartson.  That  stems  primarily  from  the  fact  that  the 
Agricultural  Marketing  Service  has  two  programs  which  require  a 
tremendous  amount  of  mailing  services. 

Mr.  Thomas.  This  is  in  the  record,  and  may  I help  you  by  reading 
this  choice  language  here : 

Over  88  percent  of  AMS  mailings  are  concentrated  in  two  activities  that  could 
not  absorb  the  increased  costs  without  necessitating  curtailment  of  important 
marketing  work  (crop  and  livestock  estimating  and  the  Market  News  Service). 

Is  that  correct  ? 

Mr.  Lennartson.  Yes,  sir. 

Mr.  Thomas.  (Reading)  : 

Further,  the  general  average  of  33%  percent  increases  in  mailing  costs  does 
not  apply  to  AMS. 

You  could  not  control  that  either,  could  you  ? 

Mr.  Lennartson.  We  cannot  understand  these  two  programs  be- 
cause they  consist  of  gathering  and  disseminating  agricultural  and 
marketing  information.  This  falls  in  postal  categories  for  which  the 
rate  increases  exceeded  the  average. 

PAY  ACT  costs 

Mr.  Thomas.  Let  us  look  at  the  two  items  for  cash.  How  much 
is  for  the  Pay  Act  ? Is  it  $2,846,278  ? 

Mr.  Lennartson.  That  is  correct. 

Mr.  Thomas.  How  much  of  that  did  you  absorb?  What  was  the 
total  amount  to  begin  with  ? 
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Mr.  Lennartson.  The  Pay  Act  and  mailing  costs  were  approxi- 
mately— 

Mr.  T iiOMAS.  Keep  them  separate. 

Mr.  IIoLMAAS.  For  AMS,  the  total  pay  act  cost  was  $5,158,000 

Mr.  Grant.  He  is  giving  you  the  figure  for  the  entire  organization,, 
not  for  the  Marketing  Research  and  Service  appropriation.  Total 
pay  act  cost  under  t his  appropriation  exclusive  of  reimbursements  was 
$fi,08 1,005. 

Mr.  Tiiowas.  1 have  $2,846,000.  I did  not  get  it  out  of  thin  air. 

Mr.  Grant.  That  is  the  transfer  authority. 

Mr.  Thomas.  The  full  amount  was  what? 

Mr.  Grant.  $3,081,095. 

Mr.  Thomas.  You  absorbed  what? 

Mr.  Grant.  $234,817  within  the  appropriation. 

Mr.  Thomas.  How  many  total  employees  did  you  have  in  appro- 
priated jobs? 

Mr.  Holmaas.  We  had  6,278  positions  of  all  types  including  sea- 
sonal. We  are  budgeted  for  year-end  employment  of  5,246.  In  other 
words,  we  are  coming  down  seasonally  to  that  figure  by  yearend  and 
that  is  taken  into  consideration  in  the  budget  estimates. 

LEASED  WIRE  CONTRACT  RATE  INCREASES 

Mr.  Thomas.  How  about  the  $26,000  for  increased  marketing 
service  ? 

^Ir.  Lennartson.  That  results  from  the  increase  in  rates  granted 
by  the  Federal  Communications  Commission  to  the  company  from 
which  we  lease  the  wire  used  in  transmitting  the  market  news  infor- 
mation. 

Mr.  Thomas.  Put  the  bottom  half  of  page  3 in  the  record. 

(The  page  referred  to  follows:) 

(3)  Increased  contract  costs  for  the  leased  wire  service,  an  integral  part  of 
the  market  news  service. 

The  need  for  additional  funds  arises  from  the  fact  that  effective  December  2, 
1958,  the  Federal  Communications  Commission  authorized  an  increase  in  private 
line  teletype  rates.  These  higher  rates  result  in  an  increase  of  about  18  percent 
in  the  annual  cost  of  the  leased  wire  contract  of  the  Agricultural  Marketing 
Service.  The  amount  requested  herein  represents  the  estimated  increase  cost 
of  the  contract  for  the  period  December  2, 1958,  to  June  30, 1959. 

The  leased  teletype  system  of  market  news  service  consists  of  about  13,000 
miles  of  leased  wire  linking  128  field  stations.  It  provides  the  most  economical 
means  for  the  required  rapid  transmission  of  the  market  data  among  the  terminal 
markets  and  country  shipping  points  where  business  transactions  on  all  major 
agricultural  commodities  are  consummated. 

Since  the  increased  cost  of  the  leased  wire  could  not  be  met  within  currently 
available  funds,  the  overall  market  news  service  would  have  to  be  curtailed. 
Several  field  stations  would  have  to  be  closed  and  the  reporting  service  discon- 
tinued from  these  areas.  This  would  weaken  the  entire  service  because  of  the 
fact  that  interchange  of  information  between  as  many  stations  as  possible  as 
rapidly  as  possible  makes  the  reports  most  meaningful  and  most  useful. 

The  leased  wire  system  is  the  core  of  the  service  and,  as  such,  must  be  main- 
tained as  a Federal  responsibility.  This  is  in  accordance  with  the  principles  of 
financing  contained  in  the  congressionally  approved  program  for  development  of 
the  market  news  service  in  cooperation  with  the  States.  Each  year  the  States, 
in  the  aggregate,  have  been  increasing  their  contributions  under  the  plan.  There- 
fore, any  weakening  in  the  fulfillment  of  the  Federal  responsibility  would  have 
an  undesirable  impact  on  Federal-State  cooperative  relationships. 

Inasmuch  as  the  first  notice  of  pending  rate  increases  was  received  in  August 
1958  and  since  the  new  rates  were  not  definitely  established  until  November  25, 
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1958,  the  increase  could  not  have  been  included  in  the  regular  budget  submission 
for  fiscal  year  1959. 

Mr.  Thomas  (reading)  : 

The  need  for  the  additional  funds  arises  from  the  fact  that  effective  December 
2,  1958,  the  Federal  Communications  Commission  authorized  an  increase  in  the 
rate  for  leased  teletype  facilities. 

What  is  the  total  cost  on  this  service  ? You  want  $26,000  now  ? 

Mr.  Lennartson.  It  runs  about  $277,000  a year  for  the  leased  wire 
service  contract. 

Mr.  Thomas.  Almost  a 9-percent  increase.  Where  do  they  go  to 
and  from  ? 

Mr.  Lennartson.  The  leased  wire  service  ties  together  128  market 
news  offices  scattered  throughout  the  country.  I have  a map  here 
giving  you  some  perspective  on  the  leased  wire  system,  which  trans- 
mits the  market  news  information  back  and  forth. 

Mr.  Thomas.  We  will  place  this  map  in  the  record. 

Have  you  curtailed  this  service  in  any  towns  recently  ? 

Mr.  Lennartson.  No,  sir.  This  service  fundamentally  ^ has  been 
on  a slow  increase  over  the  years. 

Mr.  Thomas.  How  many  towns  are  you  giving  this  service  to  ? 

Mr.  Lennartson.  128  offices  are  tied  into  that  leased  wire  system. 
In  addition,  there  are  numerous  offices  established  by  State  govern- 
ments under  cooperative  agreements  with  the  Federal  Government. 

Mr.  J oNAS.  Will  the  Chairman  yield  ? 

Mr.  Thomas.  Yes. 

(The  map  referred  to  follows :) 
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NEED  FOR  LEASED  WIRE  SYSTEM 

Mr.  Jonas.  Do  you  give  any  information  that  is  not  reported  in 
the  daily  papers  on  this  leased  wire  service  ? 

Mr.  Lennartson.  Market  news  information  is  transmitted  in  three 
different  ways:  radio,  daily  newspapers,  and  the  individual  market 
news  sheets  that  are  furnished. 

Mr.  Jonas.  Do  we  need  to  spend  the  $270,000  a year  on  that? 

Mr.  Lennartson.  I beg  your  pardon  ? 

Mr.  Jonas.  Wliy  do  we  need  to  spend  the  $270,000  a year  for  leased 
wires  when  the  radio  and  newspapers  all  carry  this  information  any- 
way free  of  charge  ? 

Mr.  Lennartson.  They  get  it  from  this  service. 

Mr.  Jonas.  You  could  give  it  to  them  from  a central  location.  You 
do  not  have  to  give  it  to  them  by  leased  wire.  ' 

Mr.  Lennartson.  The  leased  wire  is  for  our  purpose  of  transmitting 
the  information  back  and  forth  betwen  offices.  We  use  this  to  as- 
semble information  from  the  various  markets  as  well  as  for  dissemi- 
nating it.  For  instance,  the  fruit  and  vegetable  market  in  New  York, 
the  information  there  is  quite  important  to  the  producer  of  fruit  and 
vegetables  on  the  Pacific  coast.  He  wants  to  know  day  to  day  what 
market  activity  is  occurring. 

Mr.  Thomas.  It  is  announced  over  various  radio  systems  every  30 
and  40  minutes. 

Mr.  Lennartson.  That  is  right.  They  otain  that  market  news 
information  from  our  offices,  wFich  is  the  only  way  they  would  be  able 
to  obtain  it. 

Similarly,  the  newspapers  obtain  it,  the  UP  and  AP  wires  are  there 
at  all  times  obtaining  this  information. 

Mr.  Jonas.  I can  understand  why  you  need  to  assemble  the  infor- 
mation, but  I do  not  understand  why  you  need  to  transmit  it  to  all 
these  different  locations. 

Mr.  Lennartson.  To  assemble  it  and  not  transmit  it  would  make  it 
rather  useless. 

Mr.  Jonas.  You  Avould  give  it  out  to  the  press  from  the  central  lo- 
cation. 

Mr.  Lennartson.  Which  we  do.  The  leased  wire  system  is  used 
to  assemble  official  and  unbiased  market  information  from  many  pro- 
ducing and  consuming  areas.  It  is  consolidated  into  daily  reports 
which  are  issued  by  the  various  market  news  offices  through  the  press, 
radio,  and  other  media. 

Mr.  Thomas.  Are  there  any  further  questions  ? 

AVAILABILITY  OF  FUNDS  FOR  TRANSFER 

Mr.  Jensen.  I have  one  question  on  this  transfer  of  funds.  You 
are  asking  us  to  transfer  quite  a large  sum  of  money  from  one  part 
of  your  agency  to  another. 

Mr.  Lennartson.  Part  of  the  Department. 

Mr.  Jensen.  From  one  agency  to  another  within  the  Department. 
Can  you  tell  us  in  a few  words  just  from  what  agencies  you  are  taking 
this  money  and  giving  it  to  other  agencies  in  your  Departmenc?  I 
know  there  are  times  in  other  departments  when  we  find  it  is  not 
feasible  and  right  to  transfer  from  one  agency  in  a department  to  an- 

37458—59 7 


96 


oilier  agency,  or  from  one  project  to  another.  As  Mr.  Kirwan  will 
tell  you,  we  have  on  many  occasions  objected  to  such  transfers. 

Are  these  particular  agencies  within  your  Department  from  which 
3011  are  taking  money,  which  has  been  appropriated  in  the  regular 
appropriation  bill,  are  these  agencies  agreeable  to  letting  you  make 
these,  transfers?  Are  there  any  objections? 

Mr.  Grant.  No,  sir;  no  objections.  Except  for  the  Extension 
Service,  all  of  the  transfers  are  being  made  from  the  appropriation, 
made  to  the  Department  for  the  conservation  reserve  program.  In 
the  case  of  the  Extension  Service  $225,400  is  being  transferred  from 
the  “Payments  to  States”  appropriation.  That  particular  balance 
comes  about  because  the  1959  appropriation  is  distributed  by  States 
according  to  statutory  formula  on  the  condition  that  the  States  match 
the  allocations.  In  the  case  of  Puerto  Rico  they  were  not  in  a posi- 
tion to  match  $225,400.  That  amount  is  available  and  can  be  trans- 
ferred without  impairing  or  affecting  the  program  in  any  way. 

In  the  case  of  the  conservation  reserve  program,  when  the  1959  ap- 
propriation was  approved  by  the  Congress  last  year,  it  was  antici- 
pated that  in  the  1958  signup  more  farmers  would  take  advantage  of 
that  program  and  that  the  full  amount  would  be  needed  for  payments 
for  practices.  The  signup  was  not  as  great  as  had  been  anticipated 
and  the  installation  of  conservation  practices  has  not  progressed  to  the 
point  originally  anticipated.  So  the  amount  proposed  for  transfer 
here,  nearly  $18  million,  can  be  transferred  from  the  conservation  re- 
sei*ve  program  without  its  having  any  adverse  effect  on  the  program 
itself. 

Mr.  Jensen.  And  there  is  no  objection  ? 

Mr.  Grant.  There  is  no  objection. 

Mr.  Jensen.  Thank  you. 

COMPULSORY  POULTRY  INSPECTION  SERVICE 

Mr.  Thomas.  Let  us  look  at  the  item  of  $600,000  for  your  compul- 
sory poultry  inspection  service  under  the  act  passed  last  year.  We 
will  insert  the  justification  material  in  the  record  at  this  point. 

(The  pages  referred  to  follow :) 

(4)  Compulsory  poultry  inspection  service  under  the  Poultry  Products  In- 
spection Act. 

This  supplemental  is  necessary  for  the  Department  to  carry  out  in  1959  its 
minimum  inspection  obligations  as  specifically  required  by  the  Poultry  Products 
Inspection  Act.  The  act  charges  the  Secretary  with  providing  after  January  1, 
1959,  inspection  and  the  activities  incident  thereto  in  the  following  particulars  r 

1.  Standards  for  sanitation,  facilities,  and  operating  practices. 

2.  Ante  mortem  (before  slaughter)  inspection  on  a “lot”  or  “batch”  basis. 

3.  Post  mortem  (after  slaughter)  inspection  on  the  carcass  of  each  bird 
during  processing. 

4.  Quarantine,  segregation,  reinspection,  and  condemnation  as  deemed 
necessary. 

5.  Regulations  providing  for  specific  labeling  requirements,  exemptions 
under  specific  provisions  of  the  law,  and  imports  of  poultry  and  poultry 
products. 

6.  Assume  and  perform  many  functions  previously  authorized  under  the 
Federal  Food,  Drug,  and  Cosmetic  Act. 

The  budget  estimate  for  the  poultry  inspection  program  for  fiscal  year  1959 
was  based  upon  experience  under  the  voluntary  program  concerning  average 
plant  staffing  patterns  and  costs  applied  to  the  best  estimate  then  available  on 
number  of  plants  which  would  require  inspection  service  by  January  1,  1959. 
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The  Department  pointed  out  at  the  time,  however,  that  this  estimated  number 
was  based  on  incomplete  information  and  that  it  had  little  knowledge  of  the 
total  number  of  plants  which  were  engaged  in  interstate  commerce,  or  other 
establishments  such  as  chainstores,  commissaries,  etc.,  requiring  inspection. 
Several  surveys  have  been  made  and  efforts  are  being  continued  to  improve  the 
estimate.  More  factual  data  are  now  available  than  when  the  original  1959 
budget  was  developed,  but  it  is  apparent  that  it  will  take  another  year  or  two 
before  a program  and  cost  pattern  emerges  from  which  cost  comparisons  can  be 
made  which  will  permit  definite  conclusions.  However,  the  best  plant-by-plant 
information  presently  at  hand  clearly  indicates  that  the  funds  currently  appro- 
priated for  1959  are  insufficient  to  carry  out  the  program  as  contemplated  under 
the  act  and  the  Department  regulations. 

The  amount  requested  in  this  estimate  will  permit  continuous  resident  inspec- 
tion only  to  evisceration  and  slaughtering  facilities.  The  Department  on  Decem- 
ber 5,  1958,  announced  the  policy  it  expects  to  follow  in  issuing  exemptions 
permitted  under  the  law.  Beginning  January  1,  1959  (the  statutory  effective 
date  of  the  act),  certain  poultry  processing  plants  are  exempt  from  continuous 
resident  inspection.  Such  exemption  was  deemed  necessary  since  it  is  imprac- 
ticable, for  the  present,  to  provide  inspection  to  all  eligible  plants.  Under  this 
policy  available  resources  would  be  concentrated  on  slaughtering  and  eviscerat- 
ing operations  in  order  to  assure  that  all  poultry  moving  in  interstate  commerce 
is  healthy  and  has  been  slaughtered  in  sanitary  plants. 

According  to  the  most  recent  survey  there  are  748  evisceration  and  slaughter 
plants  which  are  subject  to  the  act.  As  of  January  24,  1959,  inspection  service 
was  being  provided  at  413  and  preparations  were  in  process  to  cover  an  addi- 
tional 72  plants.  A total  of  $7,115,000  is  currently  available,  including  the 
applicable  portion  of  the  increased  pay  cost  supplemental.  Obligations  through 
December  31,  1958,  were  $2,689,000,  leaving  $4,426,000  available  for  the  last 
6 months  when  the  act  is  fully  effective.  The  following  table  shows  for  this 
period  (January  1 to  June  30,  1959)  the  estimated  plant  numbers  and  costs 
which  can  be  financed  from  the  $4,426,000  and  the  proposed  supplemental  esti- 
mate required  to  extend  the  program  by  June  30,  1959,  to  all  evisceration  and 
slaughter  plants  subject  to  the  act. 


Poultry  Products  Inspection  Act,  last  6 months,  fiscal  year  1959  {Jan.  1 to  June  30, 

1969) 


Total  pro- 
gram 

To  be  fi- 
nanced with 
currently 
available 
funds  (Janu- 
ary-June) 

To  be  fi- 
nanced with 
supplemental 
estimate 
(April-June) 

Indicated  number  of  evisceration  and  slaughter  plants  subject 
to  the  act 

748 
3, 078 
$1, 633 
$5, 026, 000 

485 
2, 574 
$1,  720 
$4, 426, 000 

263 
504 
$1, 190 
$600,  OOO 

Plant-months 

Average  cost  per  plant-month 

Total  estimated  eost  . _ 

The  485  plants  covered  by  the  presently  available  funds  include  most  of  the 
large  eviscerating  operations.  Many  of  these  operate  multiple-line  plants  and 
sometimes  double  shifts.  Since  each  line  requires  an  inspector,  the  average 
cost  for  these  plants  is  higher  than  those  anticipated  to  be  covered  under  the 
supplemental  estimate.  These  latter  plants  will  largely  be  single-shift,  single-line 
operations.  , Also,  these  latter  plants  include  some  which  operate  on  a seasonal 
basis. 

In  order  to  extend  the  service  by  June  30,  1959,  to  the  remaining  263  eligible 
evisceration  and  slaughter  plants,  a supplemental  appropriation  of  $600,000 
is  urgently  needed.  If  supplemental  funds  are  not  provided  the  program  would 
be  seriously  impaired  because  continuous  inspection  service  would  be  denied  to 
some  plants  requiring  the  service. 

The  other  alternatives  would  be  to  spread  the  personnel  so  thin  that  the 
minimum  requirements  of  the  act  could  not  be  met  or  to  alter  or  eliminate 
inspection  functions  below  the  standards  required  by  the  act.  Only  through 
adequate  inspection  in  all  evisceration  and  slaughter  plants  engaged  in  interstate 
commerce  can  the  Department  fulfill  its  obligations  under  the  law  to  assure  the 
public  of  clean  and  wholesome  poultry  products. 
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Mr.  Tik  )MAS.  According  to  the  most  recent  survey,  there  are  748 
sliiughter  plants  wliich  are  subject  to  this  act.  You  had  for  the  last 
half  of  this  year  an  a])propriation  of  $4,426,000.  Now  you  want  a 
supphanental  of  $600,000.  The  485  plants  covered  by  the  present 
a\a liable  funds  include  most  of  the  large  eviscerating  operations. 
Many  of  these  operate  multiple-line  plants  and  sometimes  double  shifts. 
Since  each  line  requires  an  inspector,  the  average  cost  for  these  plants 
is  higher  than  those  anticipated  to  be  covered  under  the  supplemental 
estimate. 

Gentlemen,  have  you  gone  before  your  regular  Subcommittee  on 
Agriculture  to  discuss  this  item?  Do  you  not  think  it  would  be 
better  to  go  back?  This  is  a tremendous  program  and  you  want  to 
get  it  off  the  ground  and  get  it  off  the  ground  right.  Do  you  not 
t h i n k i t woul  d be  better  to  go  before  that  group  ? 

I Tow  much  money  will  you  need  for  this  program  next  year  on  a 
full -year  basis? 

Mr.  Lennartson.  Approximately  $10,500,000.  This  program  is 
Avell  advanced  because  a large  part  of  it  has  b^en  a matter  of  shifting 
a well-organized  voluntary  program  to  a mandatory  one. 

Mr.  Thomas.  Do  you  not  think  you  ought  to  go  back  to  this  group 
and  work  this  thing  out  together?  We  have  some  very  distinguished 
farmers  here. 

Mr.  Lennartson.  Our  problem  here  is  that  between  the  time  we 
appear  before  our  regular  Appropriation  Committee  and  passage  of 
the  appropriation  act 

Mr.  Thomas.  When  will  you  appear  before  them  ? 

IMr.  Lennartson.  It  will  be  sometime  in  mid-March,  but  we  will 
be  dealing  then  only  with  next  year’s  appropriation.  This  $600,000 
supplemental  is  needed  to  serve  plants  this  fiscal  year. 

Mr.  Thomas.  We  understand  that.  You  have  $4.5  million  for  the 
last  half  of  this  fiscal  year.  You  have  already  moved  in.  You  have 
two  or  three  studies  going  on  among  yourselves.  Your  own  commit- 
tee has  a study  going  on  in  this  poultry  business. 

Mr.  Lennartson.  The  Appropriation  Committee  has  an  investigat- 
ing group  on  it. 

Mr.  Thomas.  Does  your  group  have  somebody  out  looking  into  it? 

Mr.  Lennartson.  The  Secretary  has  appointed  a committee. 

Mr.  Thomas.  Do  you  not  think  it  would  be  better  to  wrap  all  this 
thing  up  at  one  time  with  somebody  who  is  going  to  be  with  you  all 
the  time? 

Mr.  Lennartson.  Without  this  $600,000  supplemental,  we  are  going 
to  have  to  stay  out  of  approximately  263  plants  which  are  shipping 
poultry  in  interstate  commerce  which  are  competitive  with  plants  that 
we  are  now  in. 

Mr.  Thomas.  How  long  will  you  stay  out,  2 or  3 weeks  ? 

Mr.  Lennartson.  We  plan  to  get  into  these  plants  sometime  in 
April  or  certainly  by  May  1. 

Mr.  Thomas.  How  do  you  arrive  at  the  $600,000  item?  You  are 
going  to  485  plants  ? 

Mr.  Lennartson.  About  263  additional  plants. 
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NEW  JOBS  REQUESTED 

Mr.  Thomas.  How  many  jobs  are  involved?  Break  down  your 
$600,000  for  us.  How  many  jobs  do  you  want;  356  new  jobs? 

Mr.  Holmaas.  That  is  right;  356  positions.  We  estimate  306  addi- 
tional employment  at  the  end  of  the  fiscal  year,  or  77  additional  man- 
years  under  this  supplemental.  The  estimate  proposes  funds  for  only 
77  man-years  to  be  utilized  in  approximately  a 3-month  period. 

Mr.  Thomas.  As  far  as  this  last  quarter  is  concerned,  you  want  356 
new  positions  ? 

Mr.  Lennartson.  It  will  require  that  many  position  numbers  to 
man  these  additional  263  plants,  although  all  positions  will  not  be 
filled  at  the  same  time. 

Mr.  Thomas.  It  will  cost  you  how  much  ? 

Mr.  Lennartson.  $600,000. 

Mr.  Boland.  Where  are  you  getting  them  ? 

Mr.  Lennartson.  We  use  both  veterinarians  and  so-called  lay  in- 
spectors, all  hired  off  the  civil  service  register. 

Mr.  Boland.  There  is  a civil  service  register  for  this  position  now  ? 

Mr.  Lennartson.  Yes. 

Mr.  Boland.  It  is  established  and  in  being  ? 

Mr.  Lennartson.  That  is  correct. 

Mr.  Thomas.  What  is  the  classification  ? 

Mr.  Lennartson.  In  terms  of  job  levels  ? 

Mr.  Thomas.  Yes. 

Mr.  Lennartson.  Most  positions  nm  from  GS-5  up  to  GS-11.  The 
great  bulk  of  veterinarians  would  be  GS-9’s  and  a few  7’s,  and  lay 
inspectors  would  be  GS-5’s  or  7’s,  in  that  category. 

Mr.  Thomas.  Next  year  will  you  annualize  ? 

Mr.  Lennartson.  That  is  correct. 

Mr.  Thomas.  What  will  be  your  total  employment  in  your  1960 
budget  ? 

Mr.  Holmaas.  Average  annual  employment  for  1960  is  1,780  in  this 
program. 

Mr.  Lennartson.  That  is  the  proposed  appropriation. 

Mr.  Thomas.  You  do  not  think  you  are  traveling  too  fast?  How 
old  are  you  now  ? Since  August  last  year  ? 

Mr.  Lennartson.  We  began  developing  the  mandatory  program  in 
May  1958  on  the  basis  of  gradualism.  The  plants  were  permitted  to 
qualify  for  the  program  and  we  approved  them  up  during  the  year. 
Since  J anuary  1 we  have  stepped  up  quite  rapidly  without  any  par- 
ticular problem.  We  have  been  able  to  get  the  personnel,  and  the 
staffing  pattern  has  developed  rather  nicely. 

Mr.  Herrell.  Prior  to  the  mandatory  program  a poultry  inspection 
program  was  conducted  largely  on  a voluntary  basis,  so  we  had  a 
nucleus  of  personnel  for  a program  of  roughly  $3  million  proportion 
before  the  Mandatory  Poultry  Inspection  Act  was  passed.  We  had 
a hard  core  of  qualified  inspectors  around  which  to  build. 

Mr.  Bow.  May  I ask  this.  This  is  a responsibility  placed  upon  you 
by  the  Congress,  is  it  not  ? 

Mr.  Lennartson.  That  is  right.  The  law  became  fully  effective 
January  1 of  this  year. 
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Mr.  Bow.  In  those  cases  where  you  have  exempt  plants  they  suffer 
somewhat,  do  they  not,  in  competition  with  these  plants  which  are 
now  federally  inspected  and  the  man  with  the  federally  inspected 
birds  now  has  an  advantage  over  those  where  there  is  no  inspection; 
is  that  right? 

Mr.  Lennartson.  We  were  somewhat  concerned  initially,  but  the 
large  buying  orangizations,  primarily  the  chain  stores,  are  willingly 
accepting  either  fully  inspected  poultry  or  poultry  from  officially 
exempted  plants  without  any  difference. 

Basically  we  are  covering  the  great  bulk  of  the  full-time  eviscerating 
plants  from  which  comes  the  great  bulk  of  the  poultry  in  this  country. 
We  did  not  have  resources  available  to  provide  a continuous  inspec- 
tion for  the  soup  plants,  canned-chicken  plants,  chicken-pie  plants, 
et  cetera.  We  exempted  those  plants  from  continuous  inspection  be- 
cause of  the  financial  demands  and  the  limitations  of  our  resources. 
However,  those  plants  are  required  to,  (1)  use  nothing  but  officially 
inspected  poultry  or  officially  exempted  poultry,  (2)  they  must  meet 
all  requirements  with  respect  to  sanitation  and  operating  procedures 
that  the  law  and  regulations  require.  We  have  heard  of  no  particular 
hardships  on  the  other  thing. 

Mr.  Bow.  Are  you  able  now  to  man  all  the  multiple  lines  in  poultry 
plants  ? 

]\Ir.  Lennartson.  We  have  all  the  approved  full-time  eviscerating 
plants  manned,  and  it  was  just  within  the  last  2 weeks  that  we  placed 
three  additional  men  who  were  required  on  the  part  of  two  multiple- 
line plants.  From  here  on  it  is  something  of  a seasonal  or  inter- 
mittent type  plant  which  would  be 

Mr.  Thomas.  Soup  and  canning? 

Mr.  Lennartson.  No. 

Mr.  Bow.  Those  with  multiple  lines  are  now  assured  they  will  con- 
tinue to  be  manned  and  have  full  inspection ; is  that  correct  ? 

Mr.  Lennartson.  Yes;  those  which  are  approved. 

COST  OF  POULTRY  INSPECTION 

Mr.  Boland.  What  has  the  cost  of  this  program  meant  to  the  Mar- 
keting Service?  By  that  I mean  the  passage  of  the  poultry  inspec- 
tion law.  How  much  more  has  it  given  the  Marketing  Service  ? How 
much  does  it  require  for  complete  inspection  the  way  you  want  it  ? 

Mr.  Lennartson.  Our  appropriation  next  year  runs  something  a 
little  over  $10  million. 

Mr.  Boland.  About  $10.5  million.  How  many  additional  employ- 
ees ? These  will  be  annualized.  How  many  additional  employees, 
those  you  now  have  and  those  you  contemplate  putting  on? 

Mr.  Lennartson.  The  employee  load  will  run  about  1,Y00. 

Mr.  Boland.  Just  for  this  particular  service? 

Mr.  Lennartson.  Yes,  sir.  I might  add  that  we  did  have  the  vol- 
untaiy  service  prior  to  this  mandatory  one,  and  under  that  one,  of 
course,  we  had  around  700  employees.  The  net  increase  is  not  1,700. 

Mr.  Boland.  About  a thousand  ? 

Mr.  Lennartson.  Yes. 

Mr.  Boland.  That  is  all. 
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Monday,  February  23, 1959. 

Commodity  Stabilization  Service 
WITNESSES 

WALTER  C.  BERGER,  ADMINISTRATOR 

ROBERT  P.  BEACH,  ASSISTANT  DEPUTY  ADMINISTRATOR,  OPERA- 
TIONS 

H.  L.  MANWARING,  DEPUTY  ADMINISTRATOR,  PRODUCTION  AD- 
JUSTMENT 

CHARLES  L.  GRANT,  DIRECTOR  OF  FINANCE  AND  BUDGET  OFFICER, 

DEPARTMENT  OF  AGRICULTURE 

Mr.  Thomas.  Let  us  take  a look  at  the  Commodity  Stabilization 
Service.  Mr.  Berger,  did  you  have  a general  statement  to  submit  for 
the  record  ? 

Mr.  Berger.  Yes,  sir. 

Mr.  Chairman  and  members  of  the  committee.  House  Document  No. 
58  contains  four  items  Tvithin  the  responsibilities  of  the  Commodity 
Stabilization  Service  for  your  consideration.  One  is  a request  for  a 
supplemental  appropriation  for  1959  and  three  are  requests  for  in- 
creases in  current  limitations. 

The  Commodity  Stabilization  Service  is  the  agency  of  the  Depart- 
ment concerned  primarily  with  price  support  and  production  adjust- 
ment programs.  These  include  the  acreage  allotment  and  marketing 
quota  programs,  the  soil  bank  programs,  the  Sugar  Act,  the  National 
Wool  Act,  and  the  several  programs  operated  by  the  Commodity 
Credit  Corporation.  In  addition  to  price  support,  the  CCC  programs 
include  activities  relating  to  storage  facilities,  commodity  exports,  the 
International  Wheat  Agreement,  sales  of  agricultural  commodities  for 
foreign  currencies  under  title  I of  Public  Law  480,  and  donations  of 
agricultural  commodities  to  friendly  peoples  for  emergency  famine 
relief  under  title  II  of  Public  Law  480. 

The  large  appropriation  item  in  our  request  is  for  $1,336,754,811  to 
reimburse  CCC  for  costs  incurred  by  it  through  June  30,  1958,  for 
surplus  disposal  and  other  special  activities  outside  of  the  regular 
price-support  functions  of  the  Corporation.  The  laws  authorizing 
these  programs  provide  that  CCC  shall  finance  their  cost  initially  and 
later  request  reimbursement  through  the  normal  appropriation  proc- 
ess. In  the  normal  process  this  reimbursement  item  would  have  been 
included  in  the  1960  budget  estimates  as  a 1960  appropriation  request. 
This  request  merely  seeks  to  advance  by  a few  months  the  timing  of 
the  reimbursement  to  CCC.  Without  advancing  the  timing  of  this 
reimbursement,  CCC  will  not  have  sufficient  unused  borrowing  author- 
ity within  its  statutory  limitation  of  $14.5  billion  to  carry  out  its  man- 
datory price-support  operations  for  the  balance  of  the  year. 

With  your  permission,  Mr.  Chairman,  I shall  first  itemize  the 
amounts  owed  us  and  then  describe  the  status  of  our  borrowing 
authority. 
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As  indicated  in  the  proposed  appropriation,  this  reimbursement  cov- 
ers the  cost  of  seven  programs  through  June  30, 1958,  as  follows : 


Profjram  Cost 

1.  International  Wheat  Agreement $80,800,000 

2.  Ernergoney  famine  relief  to  friendly  peoples 119,  270,  000 

3.  Sales  of  surplus  agricultural  commodities  for  foreign  currencies-  1,  033,  515,000 

4.  Transfer  of  CCC  grains  to  Interior  for  migratory  waterfowl 

feed 18,  506 

5.  Transfer  of  bartered  materials  to  supplemental  stockpile 82,  250,  335 

6.  Transfers  to  Agricultural  Research  Service  for  eradicating  dis- 
eases of  animals 19,  390, 100 

7.  Grading  and  classing  activities 1,  510,  870 


Total 1,336,754,811 


1.  International  Wheat  Agreement : This  program  operates  to  assure 
supplies  of  wheat  to  importing  countries  and  markets  for  wheat  for 
exporting  countries  at  stable  and  equitable  prices.  CCC  funds  and  its 
stocks  of  wheat  are  used  to  equalize  the  return  to  exporters  for  wheat 
and  wheat  flour  shipped  under  the  agreement.  The  amount  of  the 
reimbursement  consists  of  $78,569,976  for  payments  averaging  74 
cents  a bushel  on  105,703,391  bushels  of  wheat  exported  during  the 
fiscal  year  1958,  $157,444  for  administrative  expenses,  and  $2,072,580 
for  interest. 

2.  Emergency  famine  relief  to  friendly  peoples:  Title  II  of  the 
Agricultural  Trade  Development  and  Assistance  Act  of  1954  author- 
izes a program  to  furnish  emergency  assistance  to  friendly  peoples  to 
meet  famine  or  other  urgent  requirements  through  donation  of  CCC 
commodities.  It  also  authorizes  the  payment  of  ocean  freight  on  these 
commodities  and  on  commodities  donated  under  section  416  of  the 
Agricultural  Act  of  1949.  The  amount  of  the  reimbursement  during 
the  fiscal  year  1958  consists  of  $88,102,981  for  the  cost  of  commodities 
donated,  $7,149,499  for  ocean  freight  on  these  commodities,  $20,748,531 
for  ocean  freight  on  $254,331,534  worth  of  commodities  donated  under 
section  416  of  the  Agricultural  Act  of  1949  and  $3,268,989  for  interest 
costs. 

3.  Sales  of  surplus  agricultural  commodities  for  foreign  currencies : 
Title  I of  the  Agricultural  Trade  Development  and  Assistance  Act  of 
1954  authorizes  the  Corporation  to  use  its  funds  and  facilities  to  finance 
the  sale  of  surplus  agricultural  commodities  for  foreign  currencies. 
The  program  is  designed  to  expand  international  trade,  to  facilitate 
the  convertibility  of  currency,  to  promote  the  economic  stability  of 
American  agriculture,  and  to  make  efficient  use  of  surplus  agricultural 
commodities.  The  reimbursement  includes  1958  shipments  of  $534,- 
256,189  worth  of  CCC  stocks,  $554,751,485  worth  of  commodities  from 
private  stocks  and  ocean  freight  on  all  commodities,  and  $67,208,237 
for  interest  costs  less  $122,700,911  representing  actual  and  estimated 
sales  of  foreign  currencies  for  dollars. 

4.  Transfer  of  CCC  grains  to  Interior  for  migratory  waterfowl 
feed : The  act  of  July  3,  1956,  authorizes  CCC  to  make  its  stocks  of 
grain  available  to  the  Interior  Department  for  use  as  feed  for  water- 
fowl  to  prevent  crop  damage.  The  reimbursement  covers  the  value  of 
260  tons  of  grain  worth  $18,506  transferred  in  1958. 

5.  Transfer  of  bartered  materials  to  supplemental  stockpile : Title 
n of  the  Agricultural  Act  of  1956  authorizes  the  transfer  of  strategic 
and  critical  materials,  acquired  through  barter  and  exchange  of  CCC 
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stocks,  to  the  supplemental  stockpile.  The  reimbursement  covers  $82,- 
250,335  worth  of  materials  transferred  to  the  supplemental  stockpile 
during  the  fiscal  year  1958. 

6a.  Eradication  of  vesicular  exanthema : The  Department  of  Agri- 
culture and  Farm  Credit  Administration  Appropriation  Act  of  1958 
authorized  the  advance  of  funds  from  the  Commodity  Credit  Cor- 
poration to  the  Agricultural  Research  Service  to  carry  out  a program 
for  eradication  of  vesicular  exanthema  of  swine. 

The  reimbursement  includes  $1,243,408  for  advances  to  the  Agri- 
cultural Research  Service  in  1958  and  $37,492  for  interest  costs. 

6b.  Eradication  of  brucellosis:  Section  204(e)  of  the  Agricultural 
Act  of  1954  authorized  the  transfer  of  not  to  exceed  $20  million  for 
fiscal  year  1958  of  Commodity  Credit  Corporation  funds  to  the  Agri- 
cultural Research  Service  for  accelerating  the  brucellosis  eradica- 
tion program.  The  reimbursement  includes  $17,865,254  for  advances 
to  the  Agricultural  Research  Service  in  1958  and  $243,946  for  interest 
costs. 

7.  Grading  and  classing  activities : The  Department  of  Agriculture 
Appropriation  Act  of  1952  authorizes  transfers  of  Commodity  Credit 
Corporation  funds  to  the  Agricultural  Marketing  Service  for  free 
classing  of  cotton  and  grading  of  tobacco  not  placed  under  price 
support.  These  transfers  are  made  to  the  extent  that  the  Agricul- 
tural Marketing  Service  has  insufficient  funds  available. 

The  reimbursement  includes  $937,612  advanced  for  cotton  classed 
in  1958,  $556,451  for  tobacco  graded  in  1958,  and  $16,807  for  interest 
costs. 

Status  of  CCC  Borrowing  Authority : The  Commodity  Credit  Cor- 
poration finances  price  support  and  related  activities  as  well  as  the 
eight  special  types  of  programs  just  described.  Its  main  sources  of 
funds  are  its  capital  stock  of  $100  million,  a borrowing  authority  of 
$14.5  billion,  and  receipts  from  loan  repayments  and  sales  of  com- 
modities. As  of  December  31,  1958,  the  Corporation  had 

$12,955,627,000  of  its  borrowing  authority  in  use,  consisting  of  actual 
borrowings  from  the  Treasury  amounting  to  $12,153  million  and  obli- 

f ations  to  purchase  loans  financed  by  lending  agencies  amounting  to 
802,627,000.  This  left  a balance  of  available  of  $1,544,373,000.  It  is 
estimated  that  the  balance  will  be  practically  exhausted  by  May  31,  and 
that  $319  million  in  excess  of  our  borrowing  authority  will  be  required 
to  finance  operations  through  this  coming  J une  30.  I will  submit  for 
the  record  a statement  reflecting  the  borrowing  authority  in  use 
through  December  31,  1958,  estimated  use  for  the  balance  of  the  year 
and  the  effect  this  appropriation  would  have  upon  the  borrowing  au- 
thority in  use. 

Our  estimates  indicate  that  relief  must  be  obtained  as  soon  as  pos- 
sible to  avoid  overobligation  of  the  borrowing  authority  and  to  permit 
the  Government  to  meet  its  responsibilities.  After  March  31, 1959,  the 
available  balance  is  expected  to  diminish  below  $500  million.  This 
margin  is  dangerously  narrow  in  view  of  the  fact  that  an  accelerated 
rate  of  obligation  could  develop  at  anytime.  The  rate  of  these  obli- 
gations is  determined  by  several  uncontrollable  factors,  such  as  the 
demand  for  support  by  eligible  farmers  at  times  of  their  own  choosing 
and  complexities  which  prevent  the  special  activities  from  following 
any  consistent  pattern.  The  currently  estimated  balances  could  con- 
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ceiviil)]}’  be  used  at  a more  rapid  rate  leaving  the  Corporation  unable 
to  make  i)ayments  to  producers  on  mandatory  loans  and  unable  to  pay 
war(‘]ioiisemen,  carriers,  and  others  for  storage,  transportation,  and 
other  amounts  due. 

d'liere  is  a unique  characteristic  of  this  appropriation  request  which 
I bid  i eve  should  be  called  to  the  attention  of  the  committee.  Unlike 
most  appropriation  requests,  whether  it  is  approved  this  year  or  next 
y(‘ai*  it  lias  no  effect  upon  expenditures  from  the  Treasury  or  the 
expenditures  reflected  in  the  President’s  Federal  budget.  This  hap- 
pens because  the  expenditures  were  actually  made  by  CCC  last  fiscal 
year  and  the  estimates  for  such  expenditures  were  included  in  the 

1958  budget.  Expenditures  against  this  appropriation  are  com- 
pletely offset  by  a corresponding  receipt  to  CCC. 

Limitation  on  administrative  expenses,  CCC:  An  increase  in  the 
administrative  expense  limitation  is  requested  for  the  Commodity 
Credit  Corporation  for  the  fiscal  year  1959,  due  to  (1)  $2  million 
for  increased  volume  of  business  over  that  estimated  in  the  1959 
budget,  and  (2)  $2,669,000  for  the  cost  of  the  pay  increase  granted 
Federal  employees  at  the  beginning  of  the  current  fiscal  year  after 
the  1959  appropriation  act  was  passed. 

Background:  Considering  the  workload  outlook  as  it  existed  in 
September,  we  requested  the  Bureau  of  the  Budget  to  apportion  our 

1959  limitation  on  a deficit  basis  which  would  require  the  sub- 
mission of  a supplemental  request  for  funds.  Later,  on  the  basis 
of  the  November  1958  crop  production  report,  and  later  increases 
in  the  quantities  of  commodities  being  placed  under  price  support, 
a second  revision  in  the  apportionment  became  necessary.  On  Febru- 
ary 3,  1959,  in  accordance  with  statutory  requirements,  the  Director 
of  the  Bureau  of  the  Budget  reported  the  deficiency  apportionment 
to  the  Speaker  of  the  House  of  Bepresentatives  and  the  President 
of  the  Senate.  The  approval  of  the  second  reapportionment  in  effect 
authorized  the  Commodity  Stabilization  Service  to  use  CCC  admin- 
istrative funds  at  a rate  at  which  they  will  be  exhausted  by  May 
15,  1959. 

Characteristics  of  CCC  operations:  We  are  faced  with  a set  of  un- 
controllable circumstances  in  connection  with  the  CCC  administrative 
expense  limitation  since  the  amount  required  is  directly  related  to  the 
quantity  of  commodities  handled  under  CCC  programs : ( 1 ) It  is  not 
possible  to  estimate  with  reasonable  accuracy  the  amount  of  admin- 
istrative expense  requirements  for  a fiscal  year  until  at  the  earliest, 
about  the  middle  of  the  fiscal  year.  This  is  because  the  size  of  crop 
production  for  individual  commodities,  the  rate  of  feeding  of  livestock 
and  poultry,  the  volume  of  foreign  and  domestic  use,  and  the  resultant 
price  and  marketing  conditions  which  determine  the  volume  of  CCC 
operations  cannot  be  estimated  with  any  degree  of  accuracy  until  most 
of  the  current-year  crops  have  been  harvested  and  moved,  (2)  the  final 
estimate  on  which  the  appropriation  act  is  based  must  be  made  before 
the  crops  involved  are  even  planted  and  before  the  inventories  to  be 
carried  into  the  budget  year  can  be  reliably  estimated,  (3)  the  volume 
of  program  operations  is  not  subject  to  control,  since  the  major  price- 
support  activities  are  mandatory  and  are  necessarily  conducted  on  an 
open-offer  basis.  Thus,  the  volume  of  work  received  cannot  be  con- 
trolled, (4)  the  workload  created  by  CCC  operations  must  be  per- 
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formed  as  promptly  as  possible.  It  is  represented  by  business-type 
transactions  such  as  loan  settlements,  issuance  and  settlements  of 
loading  orders,  warehouse  payments,  freight  bill  payments,  settlements 
with  banks,  warehouse  inspections,  and  many  others.  These  trans- 
actions are  in  such  huge  volume  and  so  important  to  so  many  people 
that  failure  to  keep  current  creates  many  costly  problems  and  diffi- 
culties both  for  our  field  offices  and  for  the  producers,  warehousemen, 
carriers,  processors,  banks,  and  others  with  whom  the  Corporation 
deals  on  a day-to-day  business  basis. 

Method  of  estimating  requirements : Once  the  volume  of  business  to 
be  handled  can  be  estimated,  it  is  possible  for  us  to  make  an  accurate 
estimate  of  the  administrative  expense  requirements  through  use  of 
the  results  of  a detailed  work-measurement  system  which  has  been  in 
operation  since  1951.  This  is  done  through  application  of  experi- 
enced production  rates,  in  terms  of  the  number  of  units  of  each  kind 
of  work  that  can  be  handled  per  man-day  of  personnel  time,  to  the 
estimated  number  of  work  units  to  be  handled.  These  production 
rates  are  determined  currently  on  the  basis  of  a detailed  system  of 
work  measurement  in  each  of  the  seven  CSS  commodity  offices.  These 
offices  accounted  for  80  percent  of  the  total  of  4,284  man-years  worked 
on  CCC  functions  and  financed  from  the  CCC  administrative  ex- 
pense limitation  in  the  fiscal  year  1958.  A brief  review  of  the  method 
of  estimating  the  requirements  of  these  offices  follows : 

{a)  Program  volume  in  terms  of  the  quantities  of  each  commodity 
placed  under  loan,  acquired,  sold,  donated,  reconcentrated,  held  at  end 
of  fiscal  year,  or  otherwise  handled,  is  estimated  on  basis  of  the  latest 
crop  production  report  and  all  other  economic  factors. 

(5)  Using  conversion  factors  based  on  measured  experience,  these 
quantity  data  are  converted  to  the  total  number  of  each  type  of  docu- 
ment or  other  work  unit  that  will  result  from  the  commodity  trans- 
actions anticipated  during  the  fiscal  year. 

(c)  Based  on  actual  work-measurement  experience,  in  terms  of 
production  rates,  the  number  of  man-days  of  personnel  time  required 
to  complete  the  handling  of  the  estimated  number  of  documents  or 
other  units  of  work  to  be  received  is  calculated. 

{d)  Application  of  existing  average  salary  rates  to  the  calculated 
man-years  of  personnel  time  required  provides  the  estimate  of  the 
cost  of  personnel  services  to  handle  the  estimated  program  volume. 

{e)  Other  object  costs  are  estimated  on  the  basis  of  known  facts 
and  past  experience  with  respect  to  their  relationship  to  program 
volume  and  personal  services  costs. 

Requirements  for  organizational  units  other  than  commodity  offices 
are  based  on  detailed  quarterly  reviews  of  their  workload. 

Increased  efficiency  and  cost  reduction  accomplished:  Constant 
effort  is  being  made  to  reduce  the  cost  of  handling  CCC  business  by 
increasing  efficiency.  I am  glad  to  say  that  we  are  able  to  report  con- 
tinued substantial  progress  in  this  respect.  Due  to  steadily  increas- 
ing production  rates,  i.e.,  an  increased  number  of  units  of  work  com- 
pleted per  man-day  of  personnel  time,  we  have  been  able  to  accomplish 
a considerably  greater  volume  of  work  with  fewer  personnel  in  the 
CSS  commodity  offices  than  would  have  been  required  in  earlier  years. 
For  example,  it  is  estimated  that  3,860  man-years  will  be  required  to 
process  the  CCC  workload  of  the  CSS  commodity  offices  in  the  fiscal 
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y(‘<‘ir  1059.  The  fiscal  year  1958  production  goal  was  set  at  the  actual 
1957  production  level.  During  the  fiscal  year  1958,  however,  these 
offices  actually  produced  at  a rate  of  8 percent  higher  than  this  goal. 
Tlie  production  goal  for  the  fiscal  year  1959  was  establishexi  at  a 
point  4 percent  higher  than  that  actually  accomplished  in  1958,  or 
12  percent  higher  than  that  accomplished  in  1957.  This  means  that 
instead  of  the  3,860  man-years  currently  estimated  for  1959,  the  com- 
modity offices  would  have  required  526  man-years  more,  or  4,386  man- 
yea  i-s  if  they  were  producing  at  the  1957  level. 

Currently,  through  December  31,  1958,  the  actual  production  index 
is  102,  which  means  that  the  offices  are  producing  14  percent  above 
the  1957  level. 

Tliis  improvement  represents  actual  increased  efficiency  accom- 
plished through  development  of  quicker  and  more  effective  methods 
of  doing  individual  items  of  work.  The  detailed  work  measurement 
system  in  use  and  the  comparative  analysis  of  production  rates  for 
individual  work  items  for  the  various  field  offices  which  is  made  on 
the  basis  of  the  work  status  reports  have  been  of  great  assistance  in 
accomplishing  these  improvements. 

Analysis  of  supplemental  request : The  portion  of  the  supplemental 
recjuest  which  results  from  the  increase  in  the  volume  of  business  to 
be  handled  over  the  volume  anticipated  at  the  time  the  1959  budget 
estimates  were  prepared  is  $2  million.  The  justification  material 
submitted  to  your  committee  shows  in  detail  how  this  requirement  was 
calculated.  The  remainder  of  $2,669,000  reflects  the  cost  of  the  in- 
crease in  Federal  pay. 

Within  the  existing  total  limitation  of  $35,398,000  for  1959,  the 
appropriation  act  set  aside  $1  million  for  use  only  in  sales  expansion. 
Accordingly,  we  have  restricted  the  use  of  the  $1  million  to  the  pay- 
ment of  the  costs  of  the  General  Sales  Manager’s  Office.  It  appears 
that  $465,000  is  the  maximum  portion  of  this  special  limitation  that 
will  be  required  " ’ ’ ’ ’ 

is  not  available 
remain  unused. 

Program  volume  estimates. — The  budget  estimates  for  1959  proved 
to  be  quite  optimistic  as  compared  with  actual  developments  to  date. 
These  estimates  contemplated  a smaller  investment  in  loans  and  inven- 
tories at  the  beginning  of  the  fiscal  year  1959  than  actually  occurred, 
a smaller  volume  of  loans  on  1959  crops,  and  a smaller  volume  of 
acquisitions  of  inventories  during  the  fiscal  year  1959  than  presently 
estimated. 

It  is  estimated  that  the  investment  in  price  support  loans  and  in- 
ventories on  July  1,  1959,  will  be  $9.1  billion  compared  with  the 
estimate  of  $6.3  mllion  in  the  1959  budget,  an  increase  of  44  percent. 
The  bulk  of  this  investment  is  represented  by  CCC- owned  commodi- 
ties and  it  is  in  connection  with  the  maintenance  of  th^e  inventories 
that  the  major  part  of  the  Corporation’s  workload  originates.  The 
investment  in  inventories  as  of  June  30,  1959,  is  expected  to  be  about 
39  percent  greater  than  the  amount  estimated  in  the  1959  budget. 

With  respect  to  the  volume  of  loans  and  'commodity  acquisitions  to 
be  handled  during  the  fiscal  year  1959,  the  budget  estimates  were 
furthest  off  on  cotton,  corn,  wheat,  and  other  grains.  Overall  crop 
production  in  1958  was  at  a record  high  level  despite  the  smallest 


tor  tins  purpose  mis  year,  ine  remaining  ?{)Odo,OUU 
for  general  operations  of  the  Corporation  and  will 


107 


harvested  acreage  in  40  years.  We  estimated  in  the  1959  budget  that 
4.1  million  bales  of  the  1958  cotton  crop  would  enter  the  loan  program* 
This  supplemental  fund  request  was  prepared  on  the  basis  that  6.5 
million  bales  of  1958  crop  cotton  would  enter  the  loan  program  during 
the  fiscal  year  1959,  or  60  percent  more  than  the  volume  estimated 
when  our  administrative  expense  requirements  were  formulated  for 
the  1959  budget.  As  of  February  6,  1959,  6.5  million  bales  of  cotton 
already  had  been  placed  under  loan,  and  loans  will  continue  to  be  made 
through  April  30. 

High  yields  of  wheat  and  corn  and  on  other  grains  have  resulted 
in  much  heavier  loans  on  and  anticipated  acquisitions  of  these  com- 
modities through  loan  forfeitures  and  purchase  agreement  deliveries 
than  had  been  estimated  in  the  budget.  Overall,  acquisitions  of  all 
grains  are  estimated  at  1,342  million  bushels  during  the  current  fiscal 
year,  or  48  percent  more  than  the  904  million  bushels  estimated  in 
the  1959  budget.  Estimated  wheat  acquisitions  are  up  242  percent 
and  other  grains,  except  corn,  37  percent.  The  major  portion  of  corn 
acquisitions  from  the  1958  crop  will  take  place  in  the  fiscal  year  1960. 

The  1959  budget  estimates  for  wheat  loans  was  extremely  low.  At 
that  time  it  was  contemplated  that  only  190  million  bushels  from  the 
1958  crop  would  enter  the  loan  program.  It  is  now  estimated  that 
547  million  bushels  of  wheat  from  the  1958  crop  will  be  placed  under 
loan — 357  million  bushels  or  188  percent  more  than  the  estimated 
volume  upon  which  the  1959  budget  was  based.  Preliminary  reports 
indicate  that  533  million  bushels  of  wheat  had  been  placed  under  loan 
as  of  January  31,  1959,  but  this  is  not  a final  figure.  These  and  other 
changes  in  the  volume  of  business  handled  are,  of  course,  directly 
reflected  in  corresponding  changes  in  the  number  of  transactions,  doc- 
uments, and  other  units  of  work  necessary  to  be  handled  in  the  CSS 
commodity  offices.  The  entire  $2  million  requested  for  program  vol- 
ume increases  is  directly  related  to  these  offices. 

Pay  act  costs : The  increase  of  $2,669,000  in  administrative  limita- 
tion for  CCC  represents  additional  costs  due  to  Public  Law  85^62 
and  is  composed  of  $2,155,121  for  increased  personal  service  costs; 
$139,400  for  the  cost  of  the  Government’s  contribution  to  the  retire- 
ment fund,  $13,658  for  the  Government’s  contribution  under  the  Fed- 
eral Employees’  Group  Life  Insurance  Act;  $1,694  for  the  Federal 
Insurance  Contributions  Act  (social  security),  and  $359,127  the  total 
additional  transfers  to  cooperating  agencies  to  cover  their  pay  act 
costs. 

(3)  Acreage  allotments  and  marketing  quotas:  Acreage  allotment 
and/or  marketing  quota  programs  are  authorized  by  title  III  of  the 
Agricultural  Adjustment  Act  of  1938,  as  amended.  These  programs, 
which  are  mandatory  under  certain  conditions  set  forth  in  legislation,, 
are  designed  to  keep  the  production  and  marketing  of  tobacco,  pea- 
nuts, wheat,  cotton,  and  rice  in  line  with  demand  in  order  to  give  each 
farmer  a fair  share  of  the  available  market  and  the  total  production. 

The  proposed  supplemental  provides  that  an  additional  $506,200  of 
the  current  appropriation  be  transferred  to  “Administrative  expenses, 
section  392,  Agricultural  Adjustment  Act  of  1938”  to  CQver  additional 
costs  under  the  Pay  Increase  Act  and  increased  postal  costs  under 
Public  Law  85-426.  Of  the  total  increase  in  transfer,  $492,700  is  re- 
quired for  increased  salaries  and  related  costs  and  $13,500  for  increased 
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j)ostal  costs.  No  increase  in  appropriation  is  involved.  The  transfer 
of  additional  funds  to  section  392  will  permit  the  absorption  of  in- 
creased pay  and  postal  costs  within  presently  available  funds.  This 
absorption  is  possible  only  because  farmers  voted  in  favor  of  discon- 
tinuing the  corn  acreage  allotment  programs  and  funds  to  cover  in- 
creased pay  and  postal  costs  were  diverted  from  corn  for  such  purpose. 
This  estimate  does  not  reflect  supplemental  requirements  for  carrying 
out  tlie  cotton  provisions  of  the  Agricultural  Act  of  1958.  It  has  been 
detenu iiied  that  no  estimate  would  be  submitted  until  data  become 
available  upon  which  to  base  more  accurate  estimates  of  additional 
requirements. 

(4)  Soil  bank  programs:  The  conservation  reserve  program  was 
authorized  for  5 calendar  years  from  1956  through  1960.  The  objec- 
tives of  the  program  are  to  help  adjust  total  crop  acreage  more  nearly 
in  line  witli  demand  by  withdrawing  cropland  from  production  and 
to  establish  and  maintain  sound  conservation  practices  on  the  land 
placed  in  the  conservation  reserve.  It  is  a voluntary  program  under 
which  producers  sign  contracts  to  place  land  in  reserve,  and  the  Gov- 
ernment, in  return,  assists  producers  by  sharing  the  cost  of  establish- 
ing conservation  practices,  and  by  making  annual  payments  during 
the  term  of  the  contract. 

The  proposed  supplemental  estimate  w^ould  increase  the  administra- 
tive expense  limitation  for  the  fiscal  year  1959  by  $308,750.  This 
would  provide  an  additional  $225,770  for  increased  pay  costs  of  the 
classified  employees  pursuant  to  the  Federal  Employees  Salary  In- 
crease Act  of  1958,  Public  Law  85-462,  and  an  additional  $82,980 
for  increased  postal  costs  pursuant  to  the  Postal  Policy  Act  of  1958, 
Public  Law  85-426.  The  increase  in  the  administrative  expenses  would 
not  require  an  increase  in  the  total  appropriation. 

Any  absorption  of  pay  and  postal  costs  within  the  existing  limita- 
tion in  addition  to  the  amount  proposed  in  this  estimate  would  have 
a very  serious  effect  on  the  effective  administration  of  this  program. 
The  1959  budget  estimate  for  this  program  was  reduced  by  $2  million 
by  the  Congress.  Based  on  experience  with  past  programs  it  was 
not  anticipated  that  farmer  interest  would  increase  to  the  tremendous 
extent  that  has  been  demonstrated  in  this  fiscal  year.  As  you  may 
be  aware,  applications  for  contracts  were  received  in  an  amount  cover- 
ing over  20  million  acres  whereas  under  the  authorization  available 
only  about  13  million  acres  could  be  accepted.  The  administrative 
costs  resulting  from  this  demand  have  been  greatly  in  excess  of  that 
contemplated  in  the  1959  budget.  We  are  receiving  almost  daily  com- 
munications from  field  offices  expressing  their  views  that  present 
funds  are  greatly  inadequate  for  doing  an  effective  job.  If  the  limita- 
tion were  not  increased  as  requested,  these  deficiencies  and  difficulties 
would  be  intensified. 


109 


Commodity  Ceedit  Corpobation 

Analysis  of  status  of  statutory  borrowing  authorization  (July— December  1958  actual 

remaining  months  estimated) 


[Millions  of  dollars] 


BoiTOwing  authority  in  use 

Available 
for  new  or 

Fiscal  year  1959 

Regular  ac- 
tivities 

Special  ac- 
tivities 

Total 

expanded 

activities 

1958— July — - 

$8,  856 

$1, 367 

$10,  223 

$4, 277 

August 

9, 012 

1,339 

10, 351 

4, 149 

September 

9,411 

1,692 

11,103 

3, 397 

October 

9,887 

1,  827 

11,714 

2,  786 

November 

10, 323 

1,962 

12, 285 

2,  215 

December 

10, 901 

2, 055 

12, 956 

1,  544 
1, 126 

1959 — January 

11,  264 

2,110 

13,  374 

February . 

11,557 

2,  235 

13,  792 

708 

March 

11,  630 

2, 359 

13, 989 

511 

April: 

Without  supplemental 

11,735 

2,  522 

14,  257 

243 

With  supplemental 

11,  735 

1,185 

12,  920 

1,580 

May: 

Without  supplemental 

11,  793 

2, 676 

14, 469 

31 

With  supplemental 

11,793 

1,339 

13, 132 

1, 368 

June: 

Without  supplemental 

11, 838 

2, 981 

14,819 

-319 

With  supplemental 

11, 838 

1, 644 

13, 482 

1, 018 

Soil  Bank  Programs 


CONSERVATION  RESERVE  PROGRAM 


Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 
(+)  or  de- 
crease (— ) 

Program  by  activities: 

1.  Conservation  reserve  program  _ _ . __  _ 

$145, 000, 000 
[-225,  770] 
[-82, 980] 

$145, 000, 000 

2.  Supplemental  required  for  pay  increases 

3.  Supplemental  required  for  postal  increases  

Total  obligations 

[-f  $225,  770] 
[+82, 980] 

145, 000, 000 
55, 000, 000 

145, 000, 000 
55, 000, 000 

Financing:  Unobligated  balance  no  longer  available 

New  obligational  authority 

200, 000, 000 

200, 000, 000 

[+308, 760] 

no 


Object  classification 


1959  presently 
available 


1959  revised 
estimate 


COMMODITY  STABILIZATION  SERVICE 


1959  increase 
(+)  or  de- 
crease (— ) 


06 

07 
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I’rintinc:  anfl  reproduction 

Other  contractual  services: 

Advanced  to — 

“Administrative  expenses,  sec.  392,  Agricultural 

Adjustment  Act  of  1938”  (7  U.S.C.  1392) 

“Local  administration,  sec.  388,  Agricultural  Ad- 
ju.stment  Act  of  1938,  Agriculture”  (7  U.S.C. 

1388) 

Supplemental  pay  increases  (Public  Law  85-462) 

Supplemental  postal  increases  (Public  Law  84-426) 
Grants,  subsidies,  and  contributions: 

Conservation  reserve  payments 


$100, 000 

1, 800, 000 
12, 750, 000 

127,016,  576 


$100, 000 

1, 960, 010 

+$160, 100 

12, 836, 900 

+86,  900 

[+164, 020] 

[+164,020] 

[+82, 980] 

[+82, 980] 

126, 722, 176 

-294,400 

Total.  Commodity  Stabilization  Service, 


141,  666,  576 


141, 619, 176 


-47, 400 


ALLOTMENT  ACCOUNTS 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Pents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

Supplemental  pay  increases  (Public  Law  85-462) 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments 

Total,  allotment  accounts 

Total  obligations 

Obligations  are  distributed  as  follows: 

Commodity  Stabilization  Service 

Agricultural  Conservation  Program  Service 

Forest  Service 

Soil  Conservation  Service 

Office  of  the  General  Counsel 

Office  of  Information 


.50 

26 

125 

50 


50 

26 

125 

50 


$685,  417 
79,  630 
2,186 


767,  233 
42, 300 
800 
11,  000 
3, 000 
4,200 
55, 840 
16, 152 


20, 397 
2,400 
2, 408, 272 
10 

1,  820 


3, 333, 424 


145, 000, 000 


$746,  214 
79, 630 
2,186 


828, 030 
42, 300 
800 
11, 000 
3,000 
4,200 
55,  840 
16, 152 
[+61,  750] 
20,  397 
2,400 
2,  393,  922 
10 
2,773 


3, 380, 824 


145, 000, 000 


+$60,797 


+60, 797 


[+$61,750] 


-14,350 
■‘■+953" 
+47,  400 


141,  666,  576 
21,  424 
2,  596. 000 
656,  500 
51, 000 
8,500 


141,  619, 176 
21, 424 
2,  596, 000 
703,  500 
51, 000 
8,900 


-47,400 


+47, 000 

‘”+466 


Mr.  Thomas.  We  will  look  now  at  your  conservation  reserve  pro- 
gram. This  is  the  soil  bank.  Put  pages  1 and  2 in  the  record. 

(The  pages  referred  to  follow :) 

CONSEEVATION  RESERVE  PROGRAM 

(H.  Doc.  58) 


Administrative  expense  limitation : 

Existing  limitation,  1959 $16,  000,  000 

Proposed  increase  in  limitation,  1959 lH-308,  750 

Revised  limitation,  1959 16,  308,  750 


Ill 


PEOPOSED  LANGUAGE 

''The  limitation  under  this  head  in  the  Department  of  Agriculture  and  Farm 
Credit  Administration  Appropriation  Act,  1959,  on  the  amount  availahle  for  ad- 
ministrative expenses,  is  increased  from  '$16,000,000'  to  '$16,308,7501 

EXPLANATION  OF  LANGUAGE 

This  proposed  provision  is  to  provide  $225,770  for  increased  pay  costs  pur- 
suant to  Public  Law  85-462  and  $82,980  for  revised  postal  rates  pursuant  to 
Public  Law  85-426.  This  authorization  is  to  increase  the  administrative  ex- 
pense limitation  only ; no  increase  in  the  total  appropriation  is  necessary, 

PURPOSE  AND  NEED  FOR  INCREASE  IN  LIMITATION 

Activities  under  this  appropriation. — Conservation  reserve  programs  are  au- 
thorized for  5 calendar  years  from  1956  through  1960.  The  objective  of  the 
program  is  to  help  adjust  total  crop  acreage  more  nearly  in  line  with  demand 
by  withdrawing  from  30  to  35  million  acres  of  cropland  from  production  and 
to  establish  and  maintain  sound  conservation  practices  on  the  land  placed  in 
the  conservation  reserve.  It  is  a voluntary  program  under  which  farmers  sign 
contracts,  and  the  Government,  in  return,  assists  producers  by  sharing  the 
cost  of  establishing  conservation  practices,  and  by  making  annual  payments 
during  the  term  of  the  contract.  The  Soil  Bank  Act  provides  that  the  Secre- 
tary may  not  enter  into  contracts  with  producers  which  would  require  payments 
to  producers  in  excess  of  $450  million  in  any  calendar  year.  The  1959  Appropri- 
ation Act  changes  this  limitation  to  $375  million  for  the  calendar  year  1959. 

Producers  participating  in  the  program  receive  up  to  80  percent  of  the  cost 
of  establishing  permanent  conservation  practices  on  the  land  and  an  additional 
annual  rental  for  the  land  placed  in  the  reserve.  The  annual  payment,  of  about 
$13.50  an  acre  nationally,  is  based  on  the  value  of  the  land  for  producing  crops, 
land  rent  rates  in  the  locality,- and  necessary  incentive,  to  encourage  participa- 
tion. The  payments  are  made  by  negotiable  sight  drafts  which  are  redeemed 
by  the  Commodity  Credit  Corporation. 

Need  for  increase  in  limitation. — The  administrative  expense  limitation  ap- 
plicable to  “Conservation  reserve  program”  in  the  Department  of  Agriculture 
and  Farm  Credit  Administration  Appropriation  Act,  1959,  was  based  on  salary 
scales  and  i>ostal  rates  in  effect  prior  to  enactment  of  Public  Law  85-426,  which 
raised  postal  rates,  and  Public  Law  85-462,  which  increased  employee  salaries. 
An  increase  of  $308,750  in  the  administrative  expense  limitation  is  therefore 
required  to  provide  for  the  increased  costs  resulting  from  enactment  of  Public 
Law  85-426  and  Public  Law  85-462.  The  proposed  increase  in  the  administrative 
expense  limitation  will  make  it  possible  to  absorb  the  increased  costs  without 
the  appropriation  of  additional  funds.  The  amount  of  $225,770  included  for  pay 
costs  involves  approximately  239  man-years  for  National  and  State  employees, 
out  of  which  $10,423  is  for  contribution  to  the  retirement  fund.  Federal  Em- 
ployees Government  Life  Insurance  and  Federal  Insurance  Contributions  Act. 
The  amount  of  $82,980  is  for  the  additional  postal  costs  that  result  from  in- 
creasing postal  rates.  No  increase  in  appropriation  is  necessary  since  the 
increase  in  the  administrative  expenses  will  be  met  from  program  funds  not 
required  in  the  fiscal  year  1959  for  payments  to  producers  participating  in  the 
conservation  reserve. 

Mr.  Thomas.  You  are  not  looking  for  any  money  here,  you  are 
looking  for  an  increase  of  $308,750  by  virtue  of  raising  the  limitation. 
The  limitation  under  this  heading  in  the  Department  of  Agriculture 
and  Farm  Credit  Administration  Appropriation  Act,  1959,  on  the 
amount  available  for  administration  expenses  is  increased  from  $16 
million  to  $16,308,750. 

You  want  it  to  take  care  of  two  items  here,  $82,980  for  revised  postal 
rates,  and  $225,770  for  increased  pay  costs.  Is  that  correct? 
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Mr.  Beach.  $225,770. 

M r.  Thomas.  That  tells  the  tale,  does  it  not  ? 

Mr.  Beach.  Yes. 

Mr.  Thomas.  You  say  that  conservation  reserve  programs  are  au- 
thorized for  5 calendar  years  from  1956  through  1960.  In  other 
words  the  soil  bank  will  be  dead  J anuary  1, 1961,  unless  it  is  extended? 

Mr.  Beach.  Yes,  sir. 

Mr.  Thomas.  And  let  me  read  this : 

The  objective  of  the  program  is  to  help  adjust  total  crop  acreage  more  nearly 
in  line  with  demand  by  withdrawing  from  30  to  35  million  acres  of  cropland 
from  production  and  to  establish  and  maintain  sound  conservation  practices 
on  the  land  placed  in  the  conservation  reserve.  It  is  a voluntary  program  under 
which  farmers  sign  contracts,  and  the  Government,  in  return,  assists  pro- 
ducers by  sharing  the  cost  of  establishing  conservation  practices,  and  by  making 
annual  payments  during  the  term  of  the  contract.  The  Soil  Bank  Act  provides 
that  the  Secretary  may  not  enter  into  contracts  with  producers  which  would 
require  payments  to  producers  in  excess  of  $450  million  in  any  calendar  year. 
The  1959  Appropriation  Act  changes  this  limitation  to  $375  million  for  the 
calendar  year  1959. 

What  is  the  amount  involved  for  1960  ? 

Mr.  Beach.  $375  million  is  the  authorization  for  1960  requested  in 
the  current  budget. 

Mr.  Thomas.  The  same  as  in  1959  ? 

Mr.  Beach.  That  is  an  advance  authorization. 

Mr.  Thomas.  Have  you  spent  pretty  well  or  obligated  the  $375 
million  for  1959  ? 

Mr.  Beach.  We  have  had  demands  for  contracts  considerably  in 
excess  of  the  availability  of  that  limit  for  the  1959  program.  About 
20  million  acres  were  applied  for.  W e could  take  only  13  million. 

PAY  COSTS 

Mr.  Thomas.  How  many  jobs  do  you  have  under  this  program  and 
what  was  the  total  cost  of  your  pay  act  ? 

Mr.  Beach.  This  program  is  operated  through  ASC  State  offices. 
We  have  a consolidated  account  for  these  offices  into  which  each 
of  the  appropriations  pays  a share  depending  on  workload.  The  total 
cost  of  the  pay  increase  for  this  particular  appropriation  was  $164,020, 
that  share  of  the  total  appropriation. 

Mr.  Thomas.  You  are  asking  $225,770  here.  It  must  have  been 
more  than  that. 

Mr.  Grant.  The  total  under  all  agencies  which  operate  under  this 
program — that  includes  the  Commodity  Stabilization  Service,  the 
Forest  Service,  and  all  of  them — is  $236,780  in  terms  of  cost. 

Mr.  Thomas.  So  you  absorbed  about  $7,000  ? 

Mr.  Grant.  That  is  correct,  within  the  limitation.  This  proposal 
is  an  increase  in  limitation  of  the  amount  that  can  be  used  for  admin- 
istrative expense.  It  does  not  change  the  appropriation. 

Mr.  Thomas.  I understand,  but  when  you  increase  that  limitation 
you  are  increasing  the  expenditure. 

Mr.  Grant.  That  is  correct. 

Mr.  Thomas.  Any  questions,  anyone  ? 

Mr.  Jensen.  Are  you  asking  for  funds  in  this  supplemental  to  pay 
those  other  20  percent  of  the  farmers  or  more  that  cannot  be  paid 
under  your  conservation  reserve  program  who  wish  to  make  applica- 
tion for  such  participation  ? 
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Mr.  Beach.  No,  sir.  This  amount  would  cover  only  the  employees 
required  to  carry  out  the  workload  on  contracts  that  are  accepted  in- 
cluding the  workload  that  results  from  the  tremendous  demands 
for  contracts.  There  is  a tremendous  amount  of  increased  workload. 

PARTICIPATION  OF  FARMERS 

Mr.  Jensen.  I understand  that.  How  do  you  propose  to  satisfy 
these  many  farmers  who  are  left  out  of  the  conservation  reserve  pro- 
gram because  of  inadequate  funds  to  pay  that  which  the  Department 
of  Agriculture  said  they  would  pay  to  all  farmers  who  desired  to  par- 
ticipate in  the  conservation  reserve  program  ? 

Mr.  Berger.  I think  possibly  you  must  keep  in  mind  that  there  are 
two  phases  of  the  soil  bank,  the  acreage  reserve  and  the  conservation 
reserve. 

Mr.  Jensen.  Yes ; and  I recognize  your  acreage  reserve  is  out. 

Mr.  Berger.  The  acreage  reserve  is  out  and  that  is  where  we  had 
the  problem.  In  the  conservation  reserve  program  they  are  allowed 
to  make  bids  and  the  man  who  is  willing  to  lease  his  land  on  the  most 
equitable  basis  to  the  Government  is  the  one  whose  contract  we  have 
been  accepting. 

Mr.  Jensen.  I recognize  that,  but  did  not  the  Department  of  Agri- 
culture, who  acts  as  Uncle  Sam,  as  all  agencies  of  the  Government 
do,  did  not  the  Department  of  Agriculture  say  that  all  the  farmers  of 
America  who  wished  to  participate  in  the  conservation  reserve  pro- 
gram would  have  that  opportunity  ? 

Mr.  Berger.  Are  you  thinking  of  the  program  we  are  running  at  the 
present  time  for  1959  ? 

Mr.  Jensen.  That  is  right,  the  one  you  are  running  at  the  present 
time.  I am  talking  about  the  conservation  reserve  section  of  your 
soil  bank. 

Mr.  Berger.  That  is  correct.  We  have  made  no  commitments  to 
the  farmers  that  we  would  take  them  all.  We  have  told  them  through 
press  releases  and  other  information  we  have  put  out  to  them  all  the 
way  along  in  the  present  program  that  we  were  going  to  establish  a 
relative  value  on  every  farm  and  give  it  to  the  man  who  was  willing 
to  rent  his  land  to  the  Government  at  the  lowest  price. 

Mr.  Jensen.  You  are  going  to  run  out  of  money  ? 

Mr.  Beach.  Authorization,  yes,  sir. 

Mr.  Jensen.  There  is  no  question  at  all  but  what  every  farmer 
thought  that  he  would  have  an  opportunity  to  participate  in  the  con- 
servation reserve  program.  True  he  bids,  and  you  say  you  are  tak- 
ing the  low  bids  now  and  signing  contracts  ? 

Mr.  Berger.  That  is  right. 

Mr.  Jensen.  All  right.  Here  is  another  farmer  that  has  very 
productive  land,  very  expensive  land.  Naturally  he  bids  higher  than 
the  man  with  the  low-producing  land.  My  question  is,  how  are  you 
going  to  do  justice  to  those  farmers  who,  under  the  limitation,  cannot 
participate  in  the  conservation  reserve  program  ? Do  you  propose  to 
not  permit  them  to  sign  up  or  do  you  propose  to  ask  Congress  for 
additional  funds  to  satisfy  all  the  farmers  who  believe  they  have  a 
right  to  participate  ? 

Mr.  Beach.  There  is  no  budget  proposal  for  an  increase  in  the  au- 
thorization for  the  signup,  sir. 
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Mr.  Jk  xsEx.  So  you  are  running  up  against  the  same  problem  that 
you  liad  last  year  in  the  acreage  reserve  section  of  the  soil  bank  when 
t li(‘  ( 'ongress  found  it  necessary  to  make  Uncle  Sam’s  word  good  to  the 
fai-iu(‘r  by  appropriating  an  additional 

Mr.  $2Vo  million. 

Mr.  Je  NSEN.  $279  million  in  order  that  Uncle  Sam  would  keep  his 
word  with  his  nephews,  the  farmers.  Are  we  running  up  against  that 
same  proposition  again? 

Mr.  Bergei:.  We  do  not  think  we  are. 

Mr.  M ANWAKiNG.  We  are  handling  it  differently  this  time.  This 
time  we  went  out  with  a program  to  the  individual  farmer  in  which 
we  explained  to  them  the  priority  that  would  be  used  in  determining 
who  would  get  a contract  and  who  would  not.  We  explained  we  were 
giving  each  of  them  what  the  county  committee  Considered  to  be  a 
fair  evaluation  of  their  farm;  that  we  would  permit  the  farmer,  if  he 
desired  to  do  so,  to  offer  us  a contract  below  this  fair  value;  that  we 
would  take  the  lowest  bid  on  that  evaluated  base  first  and  work  up  as 
far  as  we  could  go. 

I cannot  say  all  of  them  understood  that,  but  our  county  committee- 
men were  told  to  be  sure  they  understood  the  basis  on  which  the  con- 
tracts were  accepted.  So  we  think  we  are  on  a different  basis  than 
on  the  acreage  reserve  where  we  took  them  on  a first-come-first-served 
basis.  This  was  a different  method  entirely. 

Mr.  Jensen.  I may  say  in  all  frankness  that  you  are  favoring  the 
farmer  that  has  let  his  farm  go  to  pot,  so  to  speak. 

Mr.  Man  WARING.  We  do  not  think  so. 

Mr.  Jensen.  He  makes  the  low  bid,  naturally.  The  man  who  has 
had  a good  rotation  program  on  his  farm,  a good  soil  conservation 
program  operating  on  his  farm  for  years  and  has  kept  his  land  in 
a wonderful  productive  state  is  the  man,  of  course,  who  has  to  make 
the  high  bid,  and  he  is  the  man  who  has  added  very  little  to  our 
price-depressing  surpluses  which  are  bothering  us  today  to  such  a 
great  extent.  The  other  fellow  that  is  being  favored  in  this  program 
is  the  fellow  who  has  mined  his  land,  produced  to  the  greatest  extent 
possible,  and  added  to  our  surpluses.  So  he  is  the  fellow  being 
favored  under  this  program,  as  I see  it.  If  I am  wrong  I shall  be 
glad  to  have  you  correct  me. 

Mr.  Manwaring.  We  set  up  this  program  attempting  to  avoid  the 
very  thing  you  are  talking  about.  We  asked  the  county  committee 
to  evaluate  the  land  on  the  basis  of  the  average  being  100  percent,  the 
above  average  above  that,  and  the  below  average  below  that.  That 
is  by  counties  and  in  some  cases  by  areas.  So  we  felt  each  farmer 
had  his  fair  place  in  that  scale. 

Then  we  established  a payment  rate  for  the  average,  for  those 
above  average,  and  for  those  below  average.  The  farmer  who  bid, 
therefore,  against  his  own  evaluation  by  the  county  committee  was 
then  accepted  on  the  basis  of  the  relation  of  this  bid  to  his  own 
evaluation  and  not  on  a per  acre  basis.  In  other  words,  if  he  had 
a $15  valuation  and  bid  $13  he  was  accepted  before  the  man  who 
had  an  $8  evaluation  and  bid  $7.99.  So  we  attempted  to  iron  out 
these  inequities  that  could  creep  in. 

Now,  we  did  do  this,  which  to  some  extent  puts  us  a little  bit  in 
the  position  you  are  talking  about.  Because  we  felt  as  though  we 
could  not  live  with  an  exceptionally  high  per  acre  rate  we  did  not 
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accept  any  contract  at  $25  or  more.  They  all  had  to  be  under.  So 
we  tried  to  iron  out  those  problems. 

Mr.  Jensen.  I do  not  want  to  burden  the  record  too  much,  but  I 
still  contend  and  I think  the  record  will  show  that  my  assumption  is 
pretty  near  the  correct  situation  as  it  exists  today.  Of  course  we  can 
continue,  as  I have  said  many  times,  revamping,  revising,  and  repatch- 
ing this  farm  program  until  doomsday  and  when  we  get  through 
we  will  be  in  about  the  same  fix  as  we  were  when  we  started.  When 
we  realize  horses  and  mules  used  to  eat  the  production  of  43  million 
acres  of  land,  when  the  iron  horses  came  into  vogue  we  should  have 
fed  this  surplus  grain  that  we  have  produced  with  every  kind  of 
professional  technical  help  and  new  methods,  new  hybrids,  and  new 
methods  of  fertilizing  until  we  now  have  this  terrific  surplus  piled 
up — we  should  have  processed  this  surplus  grain  a long  time  ago  into 
alcohol  and  fed  it  to  the  iron  horses  like  they  did  in  Brazil  when  they 
had  an  oversupply  of  sugar.  They  refined  the  sugar  into  alcohol 
and  passed  a law  requiring  that  they  use  it  up  in  power  fuel.*  And 
they  did  the  same  thing  in  Germany.  But  we  sit  here  and  spend 
billions  of  dollars  every  year  to  carry  out  a farm  program  that  is  not 
effective  and  never  will  be  effective. 

We  are  spending  billions  every  year  and  in  the  long  run  it  will  do 
no  good  to  anyone,  including  the  farmer.  There  is  but  one  solution 
and  that  is  to  use  our  surplus  grains  in  power  alcohol. 

That  is  all,  Mr.  Chairman. 

Acreage  Allotments  and  Marketing  Quotas 


Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 
(-I-)  or  de- 
crease-(— ) 

Program  by  activities: 

Acreage  allotments  and  marketing  quotas  (total  obliga- 
tions)  

$39, 715, 009 
(-492,  701) 
(-13, 500) 

$39, 715, 000 

Supplemental  required  for  pay  increases 

Supplemental  required  for  adjustments  in  postal  rates 

Total  obligations 

(-f$492, 700) 
(-H13, 500) 

39, 715, 000 

39, 715, 000 

Pinancing  

New  obligational  authority 

39, 715, 000 

39, 715, 000 

Object  classification 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 
(+)  or  de- 
crease (— ) 

06^  Printing  and  reproduction 

$289, 950 

6, 380, 100 
33, 044, 950 

$289, 950 

6, 886, 300 
32,  538, 750 

07i  Other  contractual  services: 

Advanced  to— 

“Administrative  expenses,  sec.  392,  Agricultural 

Adjustment  Act  of  1938”  (7  U.S.C.  1392)  

“Local  administration,  sec.  388,  Agricultural 
Adjustment  Act  of  1938”  (7  U.S.C.  1388) 

■+-$506, 200 
-506,200 

Total  obligations _ _ 

39, 715, 000 

39, 715, 000 
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Mr.  Tiio^rAS.  "We  will  insert  pages  1 and  2 of  the  justifications  in 
the  recoi-(l. 

(The  matter  referred  to  follows:) 

Commodity  Stabilization  Service 
(H.  Doc.  58) 

Acreafie  allotments  and  marketing  quotas:  Administrative  expense 


limitation : 

Existing  limitation,  1959 $6,380,100 

Proposed  increase  in  limitation,  1959 -f-506,  200 


Revised  limitation,  1959 6,  886,  300 


PROPOSED  LANGUAGE 

*‘The  limitation  under  this  head  in  the  Department  of  Agriculture  and  Farm 
Credit  Administration  Appropriation  Aot,  1959,  on  the  amount  which  shall  he 
transferred  to  the  appropriation  account  ^Administrative  expenses,  section  392, 
Agricultural  Adjustment  Act  of  1938\  is  increased  from  ‘$6,380,100*  to 
‘$6,886,300*:* 

EXPLANATION  OP  LANGUAGE 

The  proposed  provision  is  to  authorize  transfer  of  an  additional  $492,700  to  the 
appropriation  account  “Administrative  expenses,  section  392,  Agricultural  Ad- 
justment Act  of  1938,”  for  increased  pay  costs  under  Public  Law  85-462  and 
$13,500  for  revised  postal  rates  pursuant  to  Public  Law  85-426.  No  increase  in 
appropriation  is  required. 

PURPOSE  AND  NEED  FOR  INCREASE  IN  LIMITATION 

Activities  under  this  appropriation. — This  appropriation  provides  funds  to 
carry  out  acreage  allotment  and  marketing  quota  programs  authorized  by  title 
III  of  the  Agricultural  Adjustment  Act  of  1938,  as  amended.  These  programs 
are  designed  to  keep  the  production  of  the  basic  commodities  tobacco,  peanuts, 
wheat,  cotton,  and  rice  in  line  with  demand,  in  order  to  give  each  farmer  a fair 
share  of  the  available  market  and  total  production  required.  Corn  farmers  in 
November  1958  voted  in  favor  of  elimination  of  corn  acreage  allotments  beginning 
with  the  1959  crop. 

Acreage  allotments,  i when  necessary,  are  established  at  national.  State,  and 
county  levels  (only  at  State  level  in  the  case  of  tobacco).  In  general,  the 
acreage  allotted  to  any  county  is  apportioned  by  farmer-elected  county  com- 
mitteemen. National  marketing  quotas  must  be  proclaimed  whenever  the  total 
supply  for  the  basic  commodities,  except  corn,  reaches  a level  specified  in  the 
Agricultural  Adjustment  Act  of  1938,  as  amended.  However,  quotas  do  not  be- 
come effective  unless  approved  by  two-thirds  of  thosp  voting  in  a farmer 
referendum. 

Compliance  with  acreage  allotments  and  marketing  quotas,  when  they  are 
in  effect,  has  been  a requirement  for  eligibility  for  price  support  under  the 
provisions  of  the  Agricultural  Act  of  1949.  Also,  excess  marketing  of  commodities 
which  are  under  quotas  is  subject  to  penalties.  Local  administration  of  allot- 
ments and  quotas  is  carried  out  by  State  and  county  agricultural  stabilization 
and  conservation  (ASC)  committees. 

Feed  for  increase  in  limitation. — The  administrative  expense  limitation  ap- 
plicable to  “Acreage  allotments  and  marketing  quotas”  in  the  Department  of 
Agriculture  and  Farm  Credit  Administration  Appropriation  Act,  1959,  was 
based  on  salary  scales  and  postal  rates  in  effect  prior  to  enactment  of  Public 
Law  85-426,  which  raised  postal  rates,  and  Public  Law  85-462  which  increased 
employee  salaries.  An  increase  of  $506,200  in  the  administrative  expense 
limitation  is  therefore  required  to  provide  for  the  increased  costs  resulting  from 
enactment  of  Public  Law  85-426  and  Public  Law  85-462.  The  proposed  increase 
in  the  administrative  expense  limitation  will  make  it  possible  to  absorb  the 
increased  costs  without  the  appropriation  of  additional  funds. 
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The  increase  of  $492,700  consists  of  $459,648  for  salaries,  $29,956  for  the 
Government’s  contribution  to  the  retirement  fund,  and  $3,096  for  the  Govern- 
ment’s contribution  under  the  Federal  Employees’  Group  Life  Insurance  Act 
and  the  Federal  Insurance  Contributions  Act  (social  security).  The  increased 
requirements  are  to  cover  these  increased  costs  for  approximately  810  man- 
years. 

The  estimate  of  increased  pay  costs  is  10.32  percent  of  the  estimated  obliga- 
tions (at  the  old  rates)  to  be  incurred  in  the  fiscal  year  1959  for  personal  services ; 
6.5  percent  of  the  increased  salary  costs  for  the  Government’s  contribution  to 
the  retirement  fund;  0.5  percent  for  the  Government’s  contribution  under  the 
Federal  Employees’  Group  Life  Insurance  Act ; and  0.1  percent  for  the  Govern- 
ment’s contribution  under  the  Federal  Insurance  Contributions  Act  (social 
security). 

The  estimate  of  $13,500  for  increased  postal  costs  is  based  on  obligations  in- 
curred under  this  appropriation  at  the  old  rates  in  1958  plus  33.3  percent. 

Mr.  Thomas.  You  are  asking  for  an  increase  of  $506,200  in  limita- 
tion. You  are  proposing  that  the  limitation  under  the  administrative 
expense  limitation  “in  the  Department  of  Agriculture  and  Farm 
Credit  Administration  Appropriation  Act,  1959,  on  the  amount  which 
shall  be  transferred  to  the  appropriation  account  ‘Administrative 
expenses,  section  392,  Agricultural  Adjustment  Act  of  1938’,  is  in- 
creased from  ‘$6,380,100’  to  ‘$6,886,300’.” 

You  say  “The  proposed  provision  is  to  authorize  transfer  of  an 
additional  $492,700  to  the  appropriation  account  ‘Administrative  ex- 
penses, section  392,  Agricultural  Adjustment  Act  of  1938,’  for  in- 
creased pay  costs  under  Public  Law  85-A62  and  $13,500  for  revised 
postal  rates  pursuant  to  Public  Law  85-426.  No  increase  in  appropria- 
tion is  required.” 

That  is  for  pay  act  costs  and  mail.  Is  that  true  ? 

Mr.  Beach.  That  is  correct. 

Mr.  Thomas.  Gentlemen,  we  will  see  you  in  the  morning  at  10 
o’clock. 


Tuesday,  February  24, 1959. 
Commodity  Credit  Corporation 

LIMITATION  ON  ADMINISTRATIVE  EXPENSES 


Program  and  financing 


Presently 

available, 

1959 

Revised, 

1959 

Difference 

Program  by  activities: 

1.  Price  Support  program  

2.  Storage  facilities  program 

3.  Commodity  export  program 

Subtotal  

$31,  361,  900 
1,  722,  000 
1, 178, 000 

$35,  753, 900 
1,  855, 000 
1,  265, 000 

-l-$4,  392, 000 
-4-133,  000 
-f 87, 000 

34,  261,  900 
601, 100 

38, 873,  900 
658, 100 

-f4,  612,  000 
-f 57, 000 

4.  Special  milk  program  _ 

Total  administrative  expenses 

Financing:  Unobligated  balance  no  longer  available 

Limitation 

34,  863,  000 
535,  000 

39,  532,  000 
535,  000 

-1-4, 669, 000 

35,  398,  000 

40,  067, 000 

-f 4,  669,  000 
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Administrative' expenses  hy  objects 


Presently 
available,  1959 

Revised,  1959 

Difference 

COMMODITY  3TABII.IZATION  gERVICE 

Total  nuinbor  of  permanent  positions . 

Full-time  e(iuivalent  of  all  other  i)ositions 

Averac'e  number  of  all  positions 

N umber  of  employees  at  end  of  year 

Personal  service  oblittations: 

Permanent  positions 

$4,  700 
52 
4, 480 
4,  500 

$5, 071 
80 
4,748 
4,  612 

-f$371 

+28 

+268 

+112 

$20,  251,  732 
189,  970 
618,  576 

$23,  623, 889 
287,  934 
618,  576 

+$3,  372, 157 
+97,  964 

Positions  other  than  permanent - .. 

Other  personal  services _ 

Total  personal  service  obligations 

02  Travel 

21,060,  278 

920. 000 

165. 000 

769. 000 

4. 056. 000 

1.008. 000 
568, 842 

4,  518, 773 

482. 000 
1,220,600 

57, 000 
37,  507 

24,  530, 399 

970. 000 

175. 000 

794. 000 

4. 456. 000 

1. 108. 000 
586,  500 

4, 877, 900 

492. 000 
1, 445, 000, 

57, 000 
40, 201 

+3, 470, 121 
+50,000 
+10, 000 
+25, 000 
+400, 000 
+100,000 
+17, 658 
+359, 127 
+10, 000 
+224,400 

03  Transportation  of  things..  

04  Communication  services 

05  Rents  and  utility  services _. 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

08  Supplies  and  materials 

11  Grants,  subsidies,  and  contributions. 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments 

+2,694 

Total  obligations 

34, 863, 000 

39, 532, 000 

+4,  669, 000 

Mr.  Thomas.  Gentlemen,  will  the  committee  please  come  to  order  ? 

We  were  talking  with  our  distinguished  friends  from  the  Depart- 
ment of  Agriculture  yesterday,  and  we  will  now  take  up  the  next 
item,  “Limitation  on  administrative  expenses.  Commodity  Credit 
Corporation.”  The  increase  requested,  is  in  the  amount  of  $4,669,000. 
There  are  two  items : One  is  pay  and  the  other  is  increased  program. 
The  pay  item  is  in  the  amount  of  $2,669,000,  and  the  increased  program 
is  in  the  amount  of  $2  million. 

The  prepared  statement  of  Mr.  Berger  was  given  to  the  committee 
yesterday. 

At  this  point  in  the  record  we  will  insert  pages  1 through  5 and 
the  tables  on  pages  6 and  7 of  the  justifications. 

(The  pages  referred  to  follow :) 

Commodity  Credit  Corporation 


(H.  Doc.  58) 

Administrative  expenses.  Commodity  Credit  Corporation 


Request,  by  increase  in  limitation  on  use  of  corporate  funds $4, 669, 000 

3 limitation  to  date 35,  398,  000 

Obligations  to  Dec.  31,  1958 18,  639,  932 

Expenditures  to  Dec.  31,  1958 15,  711,  693 

Budget  estimate  next  fiscal  year 45, 300, 000 


Employment : 

Average  number  current  limitation 4,  480 

Average  number  involved  this  estimate 268 

Average  employment,  December  1958 4,  480 


PROPOSED  LANGUAGE 

“T/ic  limitation  under  this  head  in  title  II  of  the  Department  of  Agriculture 
and  Farm  Credit  Administration  Appropriation  Act,  1959,  on  the  amount  avail- 
able for  administrative  expenses  of  the  Corporation,  is  increased  from  ‘$35,398,- 
000'  to  ‘$40,067,000'." 
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EXPLANATION  OF  LANGUAGE 

The  propoeed  language  would  increase  the  total -fiscal  year  1959  administrative 
expense  limitation  for  CCC  by  $4,669,000,  to  provide  $2,669,000  for  added  salary 
costs  resulting  from  the  Pay  Act  (Public  Law  85-462)  and  $2  million  for  in- 
creased program  costs. 

PURPOSE  AND  NEED  FOR  INCREASE  IN  ADMINISTRATIVE  EXPENSE  LIMITATION 

Activities  under  this  administrative  expense  limitation. — Price  support  and 
related  activities  are  carried  out  by  the  Commodity  Credit  Corporation,  which 
was  created  for  the  purpose  of  stabilizing,  supporting,  and  protecting  farm  income 
and  prices.  Prices  are  supported  by  loans  to,  or  purchase  agreements  with 
producers  and  by  direct  purchases  of  commodities.  Loans  are  nonrecourse  and 
if  not  repaid  by  the  producer,  the  Corporation  takes  title  to  the  commodities  in 
satisfaction  of  the  loan.  The  Corporation  protects  and  stores  its  inventories 
using  regular  trade  facilities  to  the  fullest  extent  possible.  Commodities  ac- 
quired under  price  support  programs  are  sold,  bartered  or  donated  in  accordance 
with  policies  which  will  not  disrupt  markets  and  prices.  Price  support  opera- 
tions are  financed  by  funds  borrowed  from  the  Treasury  under  the  Corporation’s 
authorized  borrowing  authority  of  $14.5  billion,  sales  proceeds,  and  loan 
repayments. 

Administrative  expenses,  also  payable  from  corporate  funds,  are  limited  to 
specific  amounts  in  the  annual  appropriation  acts  of  the  Department.  The 
amount  of  funds  needed  for  administrative  funds  is  directly  proportionate  to 
the  volume  of  price  supix)rt  operations  such  as  loans  made,  repaid,  and  forfeited ; 
commodities  purchased,  sold,  and  donated ; and  the  level  of  loans  outstanding 
and  commodities  in  inventory.  Administrative  expenses  cannot  be  estimated 
accurately  very  far  in  advance  because  they  are  dependent  on  forecasts  of  the 
volume  of  price  support  operations.  This  volume  depends  upon  numerous  and 
varying  unpredictable  economic  factors  affecting  prices  of  agricultural  com- 
modities which  must  be  forecast  a year  or  more  in  advance  and  then  related  to 
the  estimated  production  of  commodities,  the  bulk  of  which  have  not  even  been 
planted.  In  addition,  the  level  of  operations  of  the  Corporation  are  influenced 
by  such  uncertainties  as  agricultural  production  abroad,  world  as  well  as  domes- 
tic economic  conditions,  weather,  exports,  and  constant  changes  in  supply  and 
demand.  Also,  the  Corporation  has  no  control  over  the  volume  of  work  because 
price  support  is  mandatory  under  the  law  for  the  bulk  of  the  commodities  going 
under  support.  Offers  are  made  to  producers  at  large  and  as  long  as  the  com- 
modity meets  minimum  standards  of  eligibility  the  Corporation  cannot  refuse 
to  accept  the  commodity  for  price  support.  As  a result  of  the  unpredictable 
nature  of  workload  it  has  been  necessary  for  the  Corporation  to  submit  a supple- 
mental estimate  in  4 of  the  last  5 years. 

Need  for  increase  in  administrative  expense  limitation. — It  is  estimated  that 
an  additional  $4,669,000  over  the  amount  presently  available  will  be  required  for 
CCC  administrative  expenses  in  the  fiscal  year  1959.  This  increase  consists  of 
(1)  an  increase  of  $2,669,000  for  personal  services  and  related  costs  resulting 
from  the  Pay  Increase  Act,  Public  Law  95-462,  and  (2)  a net  increase  of  $2 
million  due  to  a volume  of  price  support  operations  considerably  in  excess  of 
what  was  expected  when  this  item  was  considered  last  year.  This  increased 
volume  of  price  support  activity,  as  well  as  the  inability  to  absorb  increased  pay 
costs,  is  directly  attributable  to  a record  production  from  1958  crops  despite  the 
smallest  harvested  acreage  in  40  years. 

The  Cori)oration  uses  a detailed  work  measurement  system  in  computing  its 
administrative  expense  requirements.  This  system  provides  accurate  cost  data 
based  upon  individual  production  rates  for  each  type  of  day-to-day  transactions. 
The  estimated  increase  of  $2  million  due  to  increased  program  volume  is  based 
upon  individual  production  rates  applied  tb  the  number  of  transactions  required 
by  the  anticipated  program  volume  for  1959.  Details  of  the  estimate  are  con- 
tained in  the  justification  which  follows. 

Justification  for  supplemental  estimate,  fiscal  year  1959,  for  administrative 
expenses.  Commodity  Credit  Corporation 


Limitation  to  date,  1959 $35,  398,  000 

Supplemental  estimate,  1959 4,  669,  000 

Revised  total,  1959 49,  067,  000 
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"J'lio  total  iiKToase  of  $4,669,000  consists  of  (1)  an  increase  of  $2,669,000  for 
I>ers«»nal  services  and  related  costs  resulting  from  the  pay  increase  act,  Public 
I-aw  Rry-462,  and  (2)  an  increase  of  $3,290,000  due  to  an  estimated  increase  in 
the  volume  of  program  operations  of  the  Corporation,  and  (3)  a decrease  of 
$1,290,000  in  the  contingency  reserve. 

(1)  Increase  of  $2,669,000  for  pay  act  costs. — This  estimate  is  based  on  the 
use  of  the  total  limitation  of  $35,398,000  for  program  operations,  less  $535,000 
the  estimated  unobligated  balance  of  the  special  limitation  for  sales  expansion. 
Of  the  $2,669,000  for  pay  costs,  $2,155,121  represents  increased  personal  service 
costs.  In  determining  this  amount,  the  estimated  average  increase  for  personal 
services  HO. 32  percent  of  the  former  pay  scale)  was  used. 

Other  increases  consist  of  $139,400  for  the  Government’s  contribution  to  the 
retirement  fund,  $13,658  for  the  Government’s  contribution  under  the  Federal 
Employees’  Group  Life  Insurance  Act,  $359,127  for  the  total  additional  transfers 
to  cooperating  agencies,  and  $1,694  for  the  Federal  Insurance  Contributions 
Act  (social  security). 

(2)  Increase  of  $3,290,000  for  program  volume. — Record  crops  of  wheat,  corn, 
barley,  sorghum  grains,  and  soybeans  were  harvested  in  1958,  which  with  the 
'very  large  carryover  stocks,  has  resulted  in  unprecedented  total  supplies  of 
these  commodities,  and  burdensome  carryovers  largely  in  Government  hands. 
This  results  in  increased  work  for  Commodity  Credit  Corporation.  The  heavier 
than  anticipated  volume  of  loan  and  inventory  activity  shown  below,  indicates 
increased  workload  and  precludes  the  absorption  of  any  of  the  above  pay  act 
costs. 

I.oans  made ; When  the  1959  budget  estimates  covering  the  administrative 
expense  limitation  of  the  Commodity  Credit  Corporation  were  prepared,  they 
were  based  on  estimated  program  volume  relating  to  crops,  many  of  which  had 
not  been  planted.  As  indicated  above,  the  budget  estimates  were  not  high 
enough.  Based  on  current  estimates,  nearly  three  times  as  much  wheat  will 
be  put  under  loan  than  had  been  expected.  Sixty  percent  more  cotton  will 
be  put  under  loan  and  the  volume  of  other  grain  loans  made  will  be  about  35 
percent  greater  than  estimated  in  the  budget. 

Acquisitions:  The  acquisition  of  wheat  through  forfeiture  of  loan  collateral 
and  purchase  agreement  deliveries  will  be  nearly  3i/^  times  greater  than  pro- 
vided for  in  the  budget  and  other  grain  acquisitions  will  be  37  percent  higher 
than  had  been  anticipated.  Partially  offsetting  these  increases,  are  decreases 
of  18  percent  in  corn  acquisitions  and  33  percent  in  cotton,  however  it  is  now 
estimated  that  1.5  million  tons  of  cottonseed  and  nearly  500,000  pounds  of  crude 
and  refined  cottonseed  oil  will  be  acquired.  The  budget  estimates  made  no 
provision  at  all  for  this  program. 

Ending  inventories : As  a result  of  increased  acquisitions  and  decreased  dis- 
positions, inventories  will  rise  sharply.  Corn  inventory  is  expected  to  increase 
27  percent,  wheat  and  all  other  grains  67  percent.  Dairy  inventories  are  ex- 
pected to  be  more  than  four  times  the  budget  estimate. 

Impact  on  CCC  administrative  expense  requirements  : The  impact  of  increased 
program  volume  primarily  affects  the  operations  and  financial  requirements  of 
the  seven  field  oflBces,  known  as  CSS  commodity  oflices.  The  workload  and 
expenses  of  these  offices  vary  directly  with  the  volume  of  commodities  handled 
and  are  estimated  on  the  basis  of  a detailed  work  measurement  system.  This 
workload  is  comprised  of  loan  making  and  repayment,  and  the  acquisition,  man- 
agement, and  disposition  of  inventories.  This  involves  the  negotiation  and  allo- 
cation of  storage  space.  Inspections  of  storage  facilities  and  commodities,  pay- 
ments of  warehouse  charges  and  amounts  due  on  settlements  of  loading  orders, 
issuance  and  control  of  loading  orders  for  the  disposition  and  reconcentration  of 
commodities,  handling  of  bills  of  lading,  payment  of  freight  bills  and  negotia- 
tions, payments  and  billings  in  connection  with  the  purchase  and  sale  of  these 
commodities.  With  the  extension  of  the  payment-in-kind  program  to  corn  and 
feed  grains  the  volume  of  applications  for  export  payment  oxamined  and  of 
export  payment  certificates  has  increased  significantly.  In  addition,  with  the 
increase  in  the  loan  program  it  has  been  necessary  to  utilize  the  electronic  data 
processing  equipment  on  multiple  shifts  during  peak  periods.  The  program 
volume  and  workload  of  the  CSS  commodity  offices  are  refiected  in  tables  I and 
II  which  are  attached.  Table  I shows  the  volume  as  now  estimated  as  compared 
with  the  estimate  at  the  time  the  budget  was  submitted.  Table  II  reflects  the 
estimated  detailed  daily  operations  based  on  the  program  volume  in  table  I. 
These  include  56  different  measurable  operations  for  which  a standard  perform- 
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ance  rate  has  been  established  based  on  previous  experience.  From  this,  the 
number  of  required  employees  is  determined  for  these  direct  operations. 


Commodities 

Budget  esti- 
mate, 1959 

Current  esti- 
mate, 1959 

Percentage 

change 

Ivoans  made: 

Corn.. 

..bushels.. 

358, 200, 000 

480, 500, 000 

-1-34 

Cotton 

bales.. 

4, 079, 000 

6, 540, 000 

-f60 

Wheat 

bushels  . 

190, 000, 000 

547,  500, 000 

-f-188 

Bice 

. .hundredweight . - 

15. 300, 000 

8,  000, 000 

-48 

Other  grains 

bushels. 

448, 600, 000 

611,  742,  000 

Acquisitions: 

Corn 

bushels. 

364, 000, 000 

299, 033, 000 

-18 

Cotton... 

bales.  - 

3,  530, 000 

2, 366, 000 

-33 

Wheat 

bushels.. 

146,  500,  000 

501,  697, 000 

-f242 

Rice,  rough 

. .himdredweigh  t. 

15, 300, 000 

8, 043, 000 

-47 

Other  grains 

bushels. 

394,  000, 000 

541,  427, 000 

-f37 

Dairy  products.. 

poimds.. 

912, 000,  000 

965, 000, 000 

-{-6 

Cottonseed 

tons 

1,  500, 000 

Cottonseed  oil 

poimds.. 

498, 000, 000 

Dispositions: 

Corn 

...bushels.. 

335, 000, 000 

150, 098,  000 

-55 

Cotton 

..bales.. 

5, 105, 000 

3, 030,  000 

-41 

Wheat 

bushels.. 

224, 200,  000 

145,  507, 000 

-35 

Rice,  rough 

..hundredweight.. 

10,  500.  000 

7,  285. 000 

-31 

Other  grains 

bushels.. 

304.  977. 000 

166.  571, 000 

-45 

Dairy  products. 

pounds.. 

1, 183,  300. 000 

1, 135,  801,  000 

-4 

Cfittnu.«!fip,d 

tons.. 

1,  500,  000 

Cottonseed  oil 

pounds.. 

47s;  ooo;  OCO 

Inventories  (end  of  year) : 

Corn 

bushels.. 

929,  914,  696 

1, 176, 967. 806 

+27 

Cotton — . 

bales.. 

651,  000 

410  000 

-37 

Wheat 

bushels.. 

712, 187,  827 

1. 191,  111,  775 

-f67 

Rice,  rough 

. .hundredweight . _ 

16. 050,  COO 

8,  600, 000 

-46 

Other  grains 

bushels.. 

516.  233,  000 

862,  665, 134 

-f67 

Dairy  products 

pounds.. 

59,  200,  000 

247,  497, 385 

-1-318 

(3)  A decrease  of  $1,290,000  in  the  contingency  reserve. — The  1959  budget 
estimate  of  $36,100,000  for  the  CCC  administrative  expenses  limitation  included 
a 7 percent  contingency  reserve  of  $2,527,000.  The  reduction  by  Congress  of 
$702,000  reduced  the  reserve  to  $1,825,000  of  which  $535,000  is  restricted  to 
sales  expansion,  leaving  an  actual  reserve  of  $1,290,000.  The  reserve  was  re- 
leased by  the  Bureau  of  the  Budget  September  15,  1958,  at  which  time  funds 
were  reapportioned  indicating  that  a need  was  anticipated  for  a supplemental 
increase  in  the  administrative  expense  authorization  to  complete  the  fiscal 
year. 

Recapitulation  of  requirements 


Supplemental  estimate 

For  pay 
costs 

For  program 
volume 

Total 

Commodity  offices  (see  table  II) . 

Other 

$1, 712,  203 
956,  797 

$2,  593,  946 
1 696, 054 

$4, 306, 149 
1,  652,  851 

Total 

2, 669, 000 

3,  290,  000 
1,  290,  000 

5,  959,  000 
1,  290, 000 

Less  amount  available  from  contingency  reserve 

Total  supplemental  request 

2,  669,  000 

2, 000, 000 

4,  669,  000 

1 Includes  $433,300  for  special  milk  program,  $218,320  for  printing  due  to  increased  program  volume,  and 
$44,434  for  postal  rate  increase. 


Mr.  Thomas.  Gentlemen,  you  will  want  to  look  into  this  item  of  $2 
million  increase  for  increased  program,  and  please  turn  to  pages  2 and 
3 and.  read  the  last  paragraph : 

It  is  estimated  that  an  additional  $4,669,000  over  the  amount  presently  avail- 
able will  be  required  for  CCO  administrative  expenses  in  the  fiscal  year  1959. 
This  increase  consists  of  (1)  an  increase  of  $2,669,000  for  personal  services  and 
related  costs  resulting  from  the  Pay  Increase  Act,  Public  Law  85-462,  and  (2)  a 
net  increase  of  $2  million  due  to  a volume  of  price  support  operations  consider- 
ably in  excess  of  what  was  expected  when  this  item  was  considered  last  year. 
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INCREASE  DUE  TO  INCREASED  WORKLOAD 

Xow,  let  iis  turn  over  to  the  tables  and  turn  to  page  4,  item  No.  2,  and 
read  that : 

Record  crops  of  wheat,  com,  barley,  sorghum  grains,  and  soy  beans  were 
harvested  in  1958,  which  with  the  very  large  carryover  stocks,  has  resulted  in 
unprecedented  total  supplies  of  these  commodities,  and  burdensome  carryovers 
largely  in  Government  hands. 

That  is  the  meat  of  that  coconut. 

Now,  gentlemen,  turn  to  page  5 and  read  starting  with  the  first 
sentence  of  the  big  paragraph : 

ITie  impact  of  increased  program  volume  primarily  affects  the  operations  and 
financial  requirements  of  the  seven  field  offices,  known  as  CSS  commodity 
offices. 

T um  to  page  6,  and  here  is  the  story  in  a table. 

Corn  loans  in  bushels  for  1959  were  $358  million,  in  round  figures. 
The  estimated  figure  has  been  raised  to  $480.5  million,  a 34  percent  in- 
crease. Then  there  is  cotton,  wheat,  and  rice  listed,  and  that  is  the 
picture. 

This  involves  loans  made,  acquisitions,  disposals,  and  so  forth. 

In  other  words,  you  have  to  foreclose  and  you  will  have  to  sell. 

What  part  of  that  $2  million  is  salaries  and  expenses,  and  what  part 
of  it  is 

Mr.  Beach.  Sir,  all  of  that  is  salaries  and  expenses. 

Mr.  Thomas.  Break  it  down  between  salaries  and  expenses  and 
the  other  items. 

Mr.  Beach.  It  is  all  salaries  and  expenses  for  the  seven  commodity 
offices.  The  breakdown  by  objects  for  the  grand  total  of  the  difference 
of  $4,669,000 

Mr.  Thomas.  Stay  with  the  $2  million  item,  please,  on  increased 
expenses  by  virtue  of  unheard  of  volume  of  business. 

Mr.  Beach.  You  would  say  that  all  of  the  $2,669,000  was  personal 
services  or  directly  related  to  it.  So,  the  $1,315,000  would  be  the 
personal  services  portion  of  this  increase  of  $2  million. 

Mr.  Thomas.  Is  that  an  estimated  figure,  or  a guess  estimate. 

Mr.  Beach.  That,  sir,  is  based  on  a detailed  work  measurement 
system  by  which  we  count  every  item  of  work  carried  on  in  these 
commodity  offices. 

Mr.  Thomas.  I read  that  in  your  statement,  but  it  did  not  ring  a bell. 

Mr.  Beach.  It  is  fully  described,  sir,  in  the  narrative,  and  there  is 
a complete  calculation  of  it  on  pages  9,  10,  and  11  of  the  justification. 

Mr.  Jensen.  Mr.  Chairman,  does  this  represent  money  already 
expended  ? 

Mr.  Beach.  No,  sir;  this  is  money  which  represents  a limitation  on 
the  amount  of  capital  funds  of  the  Commodity  Credit  Corporation 
that  may  be  used  for  administrative  expenses. 

Mr.  Thomas.  In  other  words,  it  is  the  equivalent  of  cash  because 
you  are  raising  the  limitation  and  if  you  do  not  raise  the  limitation 
you  could  not  spend  it.  For  all  practical  purposes  it  is  cash. 

Mr.  Jensen.  Money  to  be  expended  between  now  and  the  end  of 
fiscal  1959  ? 

Mr.  Beach.  Yes,  sir.  A very  large  part  of  our  volume  of  business 
takes  place  in  the  last  half  of  the  fiscal  year.  We  are  still  making 
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€orn  loans.  In  fact,  the  major  part  of  our  corn  loans  are  made  between 
January  and  May  31.  We  are  still  making  cotton  loans,  and  will  be 
making  them  until  April  30.  The  major  part  of  our  disposition 
activities  takes  place  in  the  last  quarter  of  the  fiscal  year. 

We  have  a system,  sir,  of  work  measurement,  the  results  of  which 
are  shown  on  pages  9,  10,  and  11  of  the  justification,  and  which  sets 
out  exactly  how  it  is  computed.  We  show  the  production  rate  per 
man-year  and  a count  of  the  number  of  items  to  be  handled  based  on 
the  estimated  program  volume,  and  we  can  compute  from  that  the 
number  of  man-years  and  apply  an  average  salary  to  it  and  arrive  at 
the  cost. 

Mr.  Thomas.  Off  the  record. 

(Pi^ussipn  off  the  record.) 

Mr.  Thomas.  Mr.  J ensen,  do  you  have  any  questions  ? 

Mr.  Jensen.  The  chairman  just  said  a moment  ago  that  the  $2 
million  is  the  amount  that  we  are  considering  at  the  present  time ; is 
that  right  ? 

Mr.  Beach.  Yes,  sir. 

Mr.  Jensen.  lYhat  makes  up  that  $2  million  ? 

Mr.  Berger.  Increased  workload. 

PERSONNEL  INCREASES 

Mr.  Jensen.  How  much  is  the  increased  workload?  What  is  the 
amount  you  are  asking  for  for  additional  persomiel  ? 

Mr.  Beach.  As  I indicated  a moment  ago,  sir,  of  the  increase  in 
totM  of' $4,669,000,  $3,470,121  is  for  personal  services. 

Mr.  Jensen.  I am  talking  about  this  $2  million  item. 

Mr.  Beach.  Let  me  complete  the  analysis,  please. 

Of  the  $3,470,121,  the  pay  increase  cost  is  $2,155,121.  The  residual 
part  of  that  balance  of  approximately  $2  million  is  approximately 
$1.3  million,  which  represents  personal  services  costs.  I can  give  you 
a complete  detailed  breakdown  of  this  estimate  by  objects  if  you  so 
desire. 

Mr.  Jensen.  Let  us  get  this  in  order  so  we  can  understand  it. 

Between  now  and  the  end  of  fiscal  year  1959,  which  is  next  June  30, 
you  are  asking  to  put  how  many  additional  people  on  the  payroll  ? 

Mr.  Beach.  The  total  is  268  additional  man-years,  and  the  total 
number  is  371  additional  people. 

Mr.  Jensen.  371  additional  people  to  handle  this  additional  work- 
load? 

Mr.  Beach.  Yes,  sir.  That  is  a very  small  increase  in  proportion 
to  the  volume  of  work,  sir,  because  of  the  increase  in  production  effi- 
ciency we  have  been  able  to  accomplish  in  these  offices.  I will  be 
happy  to  break  it  down  for  you. 

Mr.  Jensen.  How  many  people  do  you  have  working  with  this  now 
in  the  same  job  to  which  we  are  going  to  add  these  371  people? 

Mr.  Beach.  The  total  number  working  in  the  Commodity  Credit 
Corporation  function  is  this:  We  presently  have  provided  for  under 
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tlie  current  expense  limitation  an  average  of  4,480,  and  we  are  addings 
an  average  of  268.  I can  break  that  down  for  you  if  you  desire. 

Mr.  Jensen.  How  many  do  you  have  here  in  Washington  in  the 
headquarters  office  ? 

Mr.  Thomas.  It  was  my  understanding  that  all  of  these  were  to> 
go  to  the  seven  field  offices. 

Mr.  Beach.  That  is  right ; these  are  all  for  field  offices. 

Mr.  Jensen.  These  37 1 are  for  the  field  offices  ? 

Mr.  Beach.  Yes,  sir.  I can  break  those  down  for  you  by  grade. 

Mr.  Jensen.  I think  I know  the  reason  for  this  need,  b^ut  will  you 
please  detail  it  for  the  record  ? 

Mr.  Beach.  The  need  for  this  is  detailed  completely  on  pages  9, 10,. 
and  11  of  the  justifications. 

Mr.  Jensen.  Will  you  please  tell  us  in  a few  words  just  what  it  is? 

Mr.  Beach.  All  right,  sir.  It  will  take  a lot  of  words. 

Mr.  Jensen.  It  will? 

Mr.  Beach.  Yes,  sir ; because  of  the  type  of  work  that  we  do. 

NATURE  AND  VOLUME  OF  WORK 

You  will  notice  on  page  8 — ^beginning  on  page  8 — ^that  we  show  the 
individual  items  of  work  carried  on  in  these  commodity  offices.  We 
start  out  with  the  loan  activity,  and  continue  with  the  detail  of  inven- 
tory management  functions,  the  merchandising  activities,  reconcentra- 
tions, purdiase  agreements  made,  and  many  others. 

We  show  in  the  first  column  of  page  9 the  production  rates — ^how 
many  of  those  items  a man  can  do  in  a year.  We  show  in  the  next  col- 
umn the  number  of  units  it  is  anticipated  would  have  to  be  done  this 
year  based  on  the  estimated  program  volume  figures  that  the  chair- 
man referred  to.  We  show  then  a calculation  of  the  number  of  man- 
years  required  to  do  it.  We  then  come  over  to  the  end  of  that  table 
on  page  11,  and  you  will  notice  that  we  come  down  to  a total  of  all  labor 
of  3,924.9  man-years  in  these  particular  offices.  The  overhead  cost 
in  those  offices,  supervisory  and  secretarial,  is  shown  separately.  That 
runs  less  than  4 percent  for  the  supervisory  cost,  and  the  total  for  the 
supervisory  and  secretarial  is  less  than  8 perc^t. 

Mr.  Jensen.  You  already  have  in  every  one  of  these  offices  a man- 
ager ; do  you  not  ? 

Mr.  Beach.  That  is  correct. 

Mr.  Jensen.  Youalsohaveastaff ; doyounot? 

Mr.  Beach.  Yes,  sir.  The  positions  that  we  are  adding  are  cleri- 
cal help  with  the  exception  of  a few  supervisors.  They  are  detailed 
this  way:  grade  3’s,  71;  grade  4’s,  140;  grade  5’s,  70;  and  so  on  down 
the  line.  The  average  grade  oi  the  additional  people  required  is 
4.9. 

Mr.  Jensen.  All  of  this  is  brought  about  because  of  your  increased 
volumes  of  loans  made,  acquisition,  disposals,  and  inventories  ? 

Mr.  Berger.  Increased  volume  increases  our  workload;  yes,  sir. 

Mr.  Beach.  It  takes  so  many  people,  sir,  to  handle  the  paperwork. 
We  handle  literally  millions  of  pieces  of  paper  such  as  freight  bills,, 
warehouse  settlements,  loading  orders,  notes,  warehouse  receipts, 
and  others. 

Mr.  Jensen.  The  larger  our  surplus  becomes  in  storage,  the  more 
people  we  have  to  have  on  the  payroll  ? 
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Mr.  Beach.  Yes,  sir. 

Mr.  Jensen.  When  are  we  going  to  end  this?  Can  you  make  a 
guess  ? 

Mr.  Berger.  Sir,  that  would  be  a good  question. 

Mr.  Jensen.  That  is  what  I want  to  know,  and  that  is  why  I 
asked  it. 

Mr.  Beach.  I think  this  comment  is  in  order. 

Mr.  Jensen.  When  is  all  this  going  to  end  ? We  keep  increasing 
it  up  and  up  and  up. 

Mr.  Thomas.  Will  you  yield  at  that  point,  Mr.  Jensen  ? 

Mr.  Jensen.  Yes,  sir. 

Mr.  Thomas.  You  are  getting  into  the  philosophy  of  this  thing. 
Why  not  take  the  big  program  of  $1.4  billion  and  go  after  both  of 
them  and  combine  them  both  ? 

Mr.  Jensen.  That  is  what  I was  going  to  do,  Mr.  Chairman. 

Mr.  Beach.  Could  I make  this  comment  with  regard  to  what  you 
said  a moment  ago  ? 

Mr.  Jensen.  Surely. 

Mr.  Beach.  If  we  were  operating  these  offices  at  the  same  produc- 
tion rate  that  we  were  operating  in  1952  it  would  take  twice  as  many 
people  now  to  operate  them  as  it  did  then. 

Mr.  Jensen.  It  would  take  twice  as  many  people? 

Mr.  Beach.  Yes,  sir. 

VOLUME  OP  SURPLUS  FARM  COMMODITIES 

Mr.  Jensen.  Since  you  have  gone  back  to  1952,  what  was  the 
amount  of  farm  commodities  in  Government  storage  on  January 
1,1953? 

Mr.  Beach.  Just  1 second : 

On  January  31,  1953,  we  had  at  that  time  a total  of  $1,092  bil- 
lion worth  01  commodities  in  inventory,  and  a total  of  $1.8  billion 
worth  in  loans,  or  a total  of  $2,905  billion  under  loan  and  in  in- 
ventory. 

Mr.  Thomas.  Out  side  liabilities,  in  other  words  ? 

Mr.  Beach.  Yes,  sir. 

Mr.  Jensen.  When  did  the  75  percent  to  95  percent  of  parity, 
known  as  the  flexible  parity  on  basic  commodities — corn,  wheat, 
cotton,  tobacco,  rice,  and  peanuts — go  into  effect  ? 

Mr.  Beach.  It  was  effective  with  the  1955  crop,  sir. 

Mr.  Jensen.  That  was  with  the  1955  crop  ? 

Mr.  Beach.  Yes,  sir.  The  loans  on  those  crops  would  begin  in 
June  of  1955. 

Mr.  Jensen.  And  how  much  did  we  have  in  inventory  or  in  storage 
at  that  time  ? 

Mr.  Beach.  We  had  at  that  time  an  inventory  valued  at  $4,971,- 
500,000,  and  we  had  loans  of  $2,097,800,000,  or  a total  of  $7,069,300,000 
as  of  June  30, 1955. 

Mr.  Jensen.  $7.1  billion? 

Mr.  Beach.  Yes,  sir. 

Mr.  Thomas.  In  other  words,  $7  billion  in  round  figures? 

Mr.  Beach.  Yes,  sir. 
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Mr.  Jkxskx.  Now,  what  was  the  actual  amount  in  dollars  of  com- 
moclitie-s  whi(;li  you  held  in  storage  after  all  loans  had  been  made 
<liiiMng  I he  ci*op  year  of  1955  ? 

Mr.  BK.vcir.  Tliose  loans  would  have  been  completed  by  June  1956. 
\\  that  t irne,  we  had  as  of  June  30, 1956 

Mr.  Jkxsen.  Now,  wait  a minute.  I want  to  get  this  straight. 
The  75  to  90  percent  supports  on  the  6 basics  went  into  effect  when? 

Mr.  Berger.  June  1,  1955. 

Mr.  Beach.  It  would  have  been  effective  with  the  1955  crop  loans. 

Mr.  J EXSEX.  With  the  1955  crop  loans  ? 

Mr.  Beach.  Yes,  sir. 

Mr.  Jensex.  The  90  percent  of  parity  was  still  in  effect,  then,  for 
tlie  1954  crop  ? 

Mr.  Be  RGER.  Yes,  sir;  that  is  correct. 

Mr.  Je  xsEx.  All  right.  What  was  the  dollar  amount  of  commodi- 
ties in  storage  under  the  CCC  after  you  had  purchased  or  made  the 
loans,  or  whatever  you  want  to  call  it,  for  the  1954  crop  ? 

Mr.  Beach.  In  1954  the  crop  acquisitions  would  have  been  com- 
pleted by  September  of  1955,  and  at  that  time,  that  is  at  the  end  of 
September  1955,  we  had  inventories  of  $5,785,200,000. 

Mr.  Jexsex.  That  was  the  total? 

Mr.  Beach.  That  was  the  total  inventory.  We  had  in  addition 
loans  outstanding  totaling  $1,551  million,  making  a total  investment 
in  price  support  of  $7.3  billion. 

Mr.  Jexsex.  Those  new  loans  were  made  after  the  flexible  parity 
program  went  into  effect? 

Mr.  Beach.  That  is  correct ; for  that  portion  of  it.  I can  give  you 
a comparison. 

Mr.  Jexsex.  I am  not  at  all  hesitant  in  telling  you  that  I am  trying 
to  determine  just  what  happened  after  the  flexible  program  went  into 
effect.  C 

IXVESTMEXT  IX  PRICE  SUPPORT 

Mr.  Beach.  Sir,  we  can  give  you  for  the  record,  if  you  would  like, 
or  I can  detail  it  for  you  here,  a statement  showing  by  months  the 
investment  in  loans  outstanding  and  inventory  right  from  that  time 
forward. 

Mr.  Jexsex.  All  right. 
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(The  following  information  was  supplied  subsequently :) 


Commodity  Credit  Corporation 


Investment  in  price  support — By  months,  September  1955  through  December  1958 

[Thousands  of  dollars] 


Loans 

outstanding 

Ending 

inventory 

Total 

investment 

1955— September 

$1,  551, 277 

$5,  785, 209 

$7,  336,  486 

October 

1, 881, 493 

5,  863,  873 

7,  745,  366 

November. .. 

2,  076,  523 

6, 130,  303 

8,  206,  826 

December 

2,  584, 129 

6,  082, 180 

8,  666, 309 

1956 — January..  . 

2,  971,  201 

5,  920,  079 

8,  891, 280 

February.  .. 

3. 168, 242 

5,  762, 139 

8, 930, 381 

March 

3,  078,  678 

5,  652,  820 

8,  731, 498 

April 

2,  622,  236 

6,  on,  229 

8,  633, 465 

May 

2,  388, 144 

6, 112,  390 

8,  500,  534 

June 

2,  285, 180 

5. 972, 128 

8, 257,  308 

July 

2,  311, 187 

5,  819,  732 

8, 130,  919 

August 

2,  463, 146 

5,  366,  838 

7,  829,  984 

September 

2,  639,  349 

5,  258,  763 

7, 898, 112 

October..  

2,  878,  434 

5, 222,  852 

8, 101,  286 

November ..: 

3, 160,  299 

5,  009,  252 

8, 169,  551 

December 

2,  319,  430 

5,  891,  588 

8,  211,  018 

1957 — January..  

2.  522,  461 

5,  838, 479 

8,  360,  940 

February 

2,  622, 195 

5,  718,  626 

8,  340,  821 

March 

2,  596,  981 

5,  604,  309 

8,  201, 290 

April 

2,  347,  960 

5,  467,  905 

7,  815, 865 

Mav 

2, 116,  756 

5,  528,  319 

7,  645,  075 

June . ...  .. 

1,  966,  829 

5,  371,  252 

7,  338,  081 

July 

1,  955, 438 

5,  321, 097 

7,  276,  535 

August  . . ...  . ...  ..  

1,  408, 225 

5,  332, 048 

6,  740,  273 

September .. 

1, 499,  739 

5,  354,  511 

6, 854, 250 

October 

1,  500.  204 

5,  538,  408 

7,  038,  612 

November ...  

1,  570,  525 

5,  617,  792 

7, 188, 317 

December  ...  ...  ... 

1,  752,  876 

5,  447,  486 

7,  200, 362 

1958 — ^January.  . .. 

2, 122,  370 

5, 067, 296 

7, 189,  666 

February . 

2,  427,  782 

4, 890,  037 

7,  317,  819 

March ...  

2,  473,  318 

4,  847, 463 

7,  320,  781 

.4pril ..  . ... . 

2, 159,  335 

5,  091,  416 

7, 250,  751 

May 

1,  784, 357 

5,  380,  049 

7, 164, 406 

June 

1,  574,  755 

5,  454,  940 

7,  029,  695 

July 

1,  681,  770 

5,  363,  877 

7,  045,  647 

-August 

1,  572, 385 

5,  569,  775 

7, 142, 160 

September 

1,  935,  015 

5,  563,  517 

7,  498,  532 

October 

2,  319, 478 

5,  575,  524 

7, 895,  002 

N ovember 

2,  760, 379 

5,  500,  807 

8, 261, 186 

December.. 

3,  267,  680 

5,  448,  391 

8,  716,  071 

Mr.  Jensex.  Now,  as  of  this  date,  or  after  you  have  gotten  all  of 
your  loans  made  for  the  crop  year  1959,  and  your  acquisitions  and 
your  dispositions  and  your  inventory,  what  do  you  estimate  will  be  the 
amount  of  these  commodities  in  storage  that  you  have  purchased  and 
are  on  loan  ? 
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Mr.  Beach.  $10.4  billion,  sir,  by  June  30, 1960. 

Mr.  ,Fensen.  $10.4  billion? 

Mr.  Beach.  Yes,  sir. 

Mr.  Jensen.  So,  it  has  approximately  doubled  in  the  past  5 years; 
is  tliat  right? 

Mr.  Beach.  Sir,  if  you  go  back  to  one-half  that  amount,  the  nearest 
you  would  come  to  that  would  be  back  in  1953. 

Mr.  Jensen.  AVhat  crops  are  involved? 

Mr.  Beach.  The  major  crops  were 

Mr.  Jensen.  What  crops  have  increased  in  your  holding's  the  most 
during  that  time? 

Mr.  Beach.  The  biggest  increases  are  in  com  and  wheat.  The  next 
largest  one  as  far  as  dollar  volume  of  transactions  is  concerned  would 
be  cotton,  but  we  have  disposed  of  the  cotton  and,  so,  it  does  not  show 
up  in  inventory. 

Mr.  Jensen.  How  many  bushels  of  corn  do  you  propose  to  have  in 
storage  and  on  loan  when  you  get  all  through  with  making  the  loans 
and  tlie  acquisitions  for  the  1959  crop  ? 

Mr.  Beach.  On  corn  we  anticipate  we  will  have  as  of  June  30, 1960, 
453  million  bushels  under  loan. 

Mr.  Jensen.  453  million  bushels  under  loan? 

Mr.  Beach.  We  will  have  1,425  million  bushels  in  inventory. 

Mr.  Jensen.  Wait  just  a moment.  Did  you  say  1,425  million? 

Mr.  Beach.  Yes,  sir.  We  will  have  in  total  under  CCC  control  at 
that  time  1,878  million  bushels  with  a value  of  $3,124  million. 

Mr.  Jensen.  Would  you  please  repeat  that  figure? 

Mr.  Beach.  We  will  have  453  million  bushels  under  loan,  and  1,425 
million  bushels  in  inventory  and  we  will  have  under  CCC  control  a 
total,  then,  of  1,878  million  bushels  with  a value  at  that  time  of  $3,124 
million. 

Mr.  Jensen.  Now,  will  you  please  go  on  to  the  other  item  which 
is  cotton  ? 

Mr.  Beach.  On  cotton  as  of  July  1, 1960,  we  anticipate  we  will  have 
under  loan  1,010,000  bales.  We  will  have  under  loan  that  number  of 
bales  of  cotton,  and  we  will  have  an  inventory  of  7,492,000  bales. 

Mr.  Jensen.  Please  wait  a minute.  You  are  going  too  fast.  You 
will  have  under  loan  how  much  ? 

Mr.  Beach.  1 million  bales. 

Mr.  Jensen.  1 million  bales  ? 

Mr.  Beach.  Yes,  sir;  and  we  will  have  about  7.5  million  bales  in 
inventory. 

Mr.  Jensen.  You  will  have  what  amount  in  inventory  ? 

Mr.  Beach.  Approximately  7.5  million  bales,  with  a total  of  8.5 
million  bales  under  loan  or  inventory. 

Mr.  Jensen.  Now,  what  is  the  situation  with  regard  to  wheat  ? 

Mr.  Beach.  On  wheat,  we  will  have  on  July  1, 1960,  approximately 
42  million  bushels  under  loan.  We  will  have  approximately  1.4  billion 
bushels  in  inventory,  and  a total  under  CCC  control  of  1 billion 

Mr.  Jensen.  You  say  under  CCC  control  ? 

Mr.  Beach.  That  means  under  loan,  or  in  inventory. 

Mr.  Grant.  That  is  the  two  together. 

Mr.  Jensen.  What  is  your  total  of  wheat  together  ? 

Mr.  Beach.  1,442  million  bushels,  with  a value  of  $3.5  billion. 
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Mr.  Jensen.  Now,  what  is  the  situation  with  reference  to  rice,  which 

is  a minor  item  ? . 

Mr.  Beach.  Rice  is  a minor  item  as  far  as  total  money  is  concerned. 

Mr.  Jensen.  With  reference  to  other  grains,  what  comprises  those 
grains  ? 

Mr.  Beach.  Barley,  oats,  sorghum  grains,  rye 

Mr.  Berger.  Your  biggest  items  would  include  sorghum  grains  and 
soybeans  as  well  as  flax,  but  we  do  not  have  a lot  of  those  in  that 

category.  i 

Mr.  Beach.  I have  each  individual  grain  listed  here,  and  I can  detail 
it  for  you.  The  biggest  one  would  be  grain  sorghums. 

Mr.  Berger.  This  chart  I have  here  includes  corn  also,  and  wheat. 

Mr.  Beach.  Including  corn,  as  of  July  1,  1960,  we  would  have  in- 
vested in  feed  grains  $4.2  billion 

Mr.  Jensen.  In  all  grains? 

Mr.  Beach.  In  all  feed  grains.  We  would  have  an  additional  $3.5 
billion  in  wheat.  So  you  would  have  a total  of  $7.7  billion  invested  in 
all  grains. 

Mr.  Jensen.  You  would  have  an  additional  $3.5  billion  in  wheat? 

Mr.  Beach.  We  would  have  $7.7  billion  tied  up  in  grains  including 
that  $3.5  billion. 

Mr.  Jensen.  You  did  not  give  me  that.  I thought  you  said  you  had 
1 billion. 

Mr.  Beach.  Those  are  the  bushels,  but  the  dollar  value  is  $3.5  billion. 

Mr.  Jensen.  Oh,  you  are  referring  to  the  dollar  value  ? 

Mr.  Beach.  Yes,  sir. 

These  figures  I just  read  to  you,  $4.2  billion,  in  feed  grains,  repre- 
sents the  dollar  value. 

Mr.  Jensen.  On  all  feed  grains  ? 

Mr.  Beach.  Including  corn. 

Mr.  Jensen.  $4.2  billion  ? 

Mr.  Beach.  Yes,  sir. 

Mr.  Berger.  Wheat  alone  would  be  $3,469  million. 

Mr.  Jensen.  That  is  included  in  the  $4.2  billion  ? 

Mr.  Berger.  Yes,  sir. 

Mr.  Jensen.  How  about  your  dairy  products  ? 

Mr.  Berger.  No;  it  is  not  included. 

Mr.  Jensen.  I thought  you  said  it  was. 

Mr.  Beach.  No,  sir;  that  would  be  in  addition  to  the  $4.2  billion 
which  includes  the  corn  and  other  feed  grain.  Wheat  is  an  addition 
of  $3.5  billion,  and  the  total  is  $7.7  billion  for  all  grains. 

Mr.  Jensen.  What  did  you  say  the  figure  was  on  wheat? 

Mr.  Beach.  $3.5  billion.  The  total  for  feed  grains  is  $4.2  billioru 

Mr.  Jensen.  There  is  $7.7  billion  worth  of  feed  grains  actually  ? 

Mr.  Berger.  And  wheat ; yes,  sir. 

Mr.  Jensen.  And  wheat  ? In  storage  ? 

Mr.  Beach.  Yes,  sir,  that  is  the  estimate  for  J une  30,  I960. 

Mr.  Jensen.  Your  jurisdiction  will  end  at  the  end  of  this  crop  year  ? 

Mr.  Beach.  At  the  end  of  the  fiscal  year  for  all  practical  purposes — 
at  that  stage  of  the  crop  year — it  is  fairly  safe  to  assume  that  the  bulk 
of  what  remains  outstanding  on  loans  would  be  taken  (Over  by  the 
Corporation,  and  that  is  usually  corn  and  cotton. 

Mr.  Jensen.  What  about  dairy  products  ? 
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Mi*.  Beach.  The  dairy  products  inventory  is  kept  low  because  of 
tlie  disposition  ])ro"ram  on  dairy  products.  As  of  July  1,  1960,  we 
anticipate  tliat  we  will  have  in  the  form  of  butter  a total  inventory  of 

25.4  million  pounds,  and  $14.7  million  worth.  We  will  have  in  cbeese 

19.4  million  pounds,  or  approximately  $6.7  million  worth. 

IVe  will  have  dried  powdered  milk — nonfat — 157  million  pounds, 
which  is  about  $24.6  million  worth.  That  is  only  a small  part  of  what 
wo  anticipate  we  will  purchase  during  those  periods  because  we  dis- 
pose of  it  about  as  fast  as  we  buy  it. 

Mr.  Jensen.  At  one  time  about  3 years  ago  you  were  almost  com- 
pletely sold  out  of  fats  and  oils ; were  you  not  ? 

Mr.  Berger.  That  is  correct. 

Mr.  Jensen.  That  is,  after  an  Iowa  farmer  had  been  at  the  head  of 
the  disposal  program  for  about  a year  and  a half,  one  Bill  Lodwick. 
He  got  rid  of  that  and  for  doing  it  he  was  fired.  The  State  Department 
could  not  stand  it.  Do  you  remember  that? 

Mr.  Berger.  Well,  if  I remember  correctly.  Congressman,  I think 
I take  as  much  credit  for  getting  rid  of  that  as  Bill  Lodwick  could, 
and  I am  still  here. 

Mr.  Jensen.  Maybe  so,  but  Bill  Lodwick  was  there  on  the  job. 

Mr.  Berger.  I think  I was  the  one  who  put  over  this  selling  program 
to  get  us  out  of  the  terriffic  inventory. 

Mr.  Jensen.  Why  did  you  not  get  fired  ? 

Mr.  Berger.  That  is  what  I do  not  know. 

Mr.  Jensen.  It  is  a mystery  to  me  how  you  were  saved. 

Mr.  Berger.  I take  a little  credit  for  getting  rid  of  the  fats  and  oils 
myself. 

Mr.  Jensen.  That  is  wonderful,  but  Bill  was  right  there  batting  with 
you  all  the  time. 

Mr.  Berger.  He  developed  the  title  I program,  and  that  has  kept  us 
out  of  the  fats  and  oils  problems  since  that  time.  I will  give  him  credit 
for  that  very  definitely.  He  is  a good  friend  of  mine. 

Mr.  Jensen.  Well,  of  course,  I can  go  on  and  explain  why  Bill  Lod- 
wick got  fired,  but  it  is  quite  a long  story.  It  seems  as  if  he  and  some- 
one else  down  there  really  had  a program  operating,  and  got  rid  of 
our  fats  and  oils  and  they  even  sold  them,  and  the  butter,  I think,  you 
turned  into  ghee  and  sold  that  to  the  south  Asiatic  countries ; did  you 
not  ? 

Mr.  Berger.  No,  sir.  I think  to  be  truthful  in  regard  to  butter  90 
percent  of  it — I think  I am  safe  in  using  that  round  figure — ^has  been 
actually  given  away  and  we  sold  very  little  butter  for  dollars  and  cents. 
Most  of  our  dairy  products  have  been 
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Special  Activities 

REIMBURSE3IENT  TO  COMMODITT  CREDIT  CORPORATION  FOR  COSTS  OF 

SPECIAL  ACTIVITIES 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Difference 

Program  by  activities: 

1.  International  Wheat  Agreement . 

2.  Emergency  famine  relief  to  friendly  peoples 

3.  Sales  of  surplus  agricultural  commodities  for 

foreign  cui'rencies _ 

$80, 800, 000 
119, 270, 000 

1, 033, 515, 000 

18,  506 

82,  250, 335 
19, 390, 100 
1,  510,  870 

+$80,  800,  OOO 
+119,  270, 000 

+1, 033,  515,  OOO 

+18,  506 

+82,  250, 335 
+19, 390,  lOO 
+1,  510,  870 

4.  Transfer  of  Commodity  Credit  Corporation  grain 

to  Interior  for  migratory  waterfowl  feed 

5.  Transfer  of  bartered  materials  to  supplemental 

stockpile.  - . 

6.  Animal  disease  eradication  activities . . 

7.  Grading  and  classing  activities...  ... 

Total  obligations  

1, 336,  754,  811 

+1,336,  754,811 

Financing:  Proposed  supplemental  appropriation 

1, 336,  754,  811 

+1, 336,  754,  811 

Object  classification 


Presently 

available 

Revised 

estimate 

Difference 

14.  Interest . ..... 

$72, 848, 051 
1,  263,  906,  760 
1,336,  754, 811 

+$72, 848, 051 
+1, 263, 906, 760 
+1, 336, 754, 811 

Undistributed:  Repayment  of  advances  from  Com- 
modity Credit  Corporation . ... 

Total 

Mr.  Thomas.  The  next  item  is  “Special  activities.”  At  this  point 
in  the  record  we  will  insert  pages  1 through  15  of  the  justifications. 
(The  pages  referred  to  follow :) 

; Special  Activities 

(H.  Doc.  58) 

Reimbursement  to  Commodity  Credit  Corporation  for  costs  of  special  activities^ 

1959 

Request  (to  reimburse  the  Commodity  Credit  Corporation  for 


estimated  costs  during  fiscal  year  1958) $1,  336,  754,  811 

Appropriation  to  date 6 

Budget  estimate  next  fiscal  year 1,  268,  097,  500 


PROPOSED  LANGUAGE 

“To  reimburse  the  Commodity  Credit  Corporation  for  authorized  unrecovered 
costs  through  June  30,  1958  {including  interest  through  recovery  date),  as  fol- 
lows: {!)  $80,800,000  under  the  International  Wheat  Agreement  Act  of  1949, 
as  amended  (7  U.8.C.  1641-1642);  {2)  $119,270,000  for  commodities  disposed 
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of  for  emergency  famine  relief  to  friendly  peoples  pursuant  to  title  II  of  the 
Act  of  July  10,  195),  as  amended  (7  V.8.G.  HOS,  1721-172));  (S)  $1,033,515,000 
for  the  sale  of  surplus  agricultural  commodities  for  foreign  currejicies  pur- 
suant to  title  I of  the  Act  of  July  10,  195),  as  amended  (7  XJ.S.G.  1701-1709)  ; {)) 
$18,500  for  grain  made  available  to  the  Secretary  of  the  Interior  to  prevent 
crop  damage  by  migratory  waterfowl  pursuant  to  the  Act  of  July  3,  1956  (7 

U. S.G.  ))2-Jf)6) ; (5)  $82,250,335  for  strategic  and  other  materials  acquired 
by  the  Goynmodity  Credit  Corporation  as  a result  of  barter  or  exchange  of 
agricultural  commodities  or  products  and  transferred  to  the  supplemental  stock- 
pile pursuant  to  Public  Law  5)0,  8)th  Congress  (7  V.S.C.  1856);  (6)  $19,- 
390,100  for  transfers  to  the  appropriation  for  ^Diseases  of  animals  and  poultry* 
pursuant  to  authority  contained  under  such  head  in  the  Department  of  Agri- 
culture and  Farm  Credit  Administration  Appropriation  Act,  1958;  and  (7) 
$1,510,870  for  transfers  to  the  appropriation  ‘Marketing  research  and  serv- 
ice* pursuant  to  the  Act  of  August  31,  1951  (7  U.8.C.  )l)a),  for  grading  tobacco 
and  classing  cotton  without  charge  to  producers,  as  authorized  by  law  (7 

V. S.C.  )7Sa,  511d).** 

EXPLANATION  OF  LANGUAGES 

The  proposed  language  would  appropriate  $1,336,754,811  to  reimburse  the 
Commodity  Credit  Corporation  for  the  costs  of  special  activities  in  1958  includ- 
ing interest  through  recovery  date.  This  appropriation  would  not  affect  expendi- 
tures from  the  Treasury.  These  activities  and  reimbursement  therefor  are 
authorized  by  specific  legislation. 

PURPOSE  AND  NEED  FOE  SUPPLEMENTAL  FUNDS 

Activities  under  this  appropriation. — The  funds  and  facilities  of  the  Com- 
modity Credit  Corporation  are  utilized  to  carry  out  surplus-disposal  programs 
and  other  special  activities  outside  of  the  regular  functions  of  the  Corporation. 
The  laws  authorizing  these  programs  provide  that  CCC  shall  finance  their  cost 
and  request  reimbursement  through  the  normal  appropriation  process.  The 
programs  involved  are  listed  in  the  language  proposed  above  and  discussed  in 
more  detail  in  the  attached  justifications. 

Feed  for  supplemental  funds. — This  supplemental  estimate  provides  $1,336,- 
754,811  to  reimburse  CCC  for  costs  incurred  by  it  through  June  30,  1958,  for 
surplus  disposal  and  other  authorized  special  activities  outside  of  CCO’s  regular 
price  support  and  related  programs.  In  the  fiscal  year  1958,  the  Corporation 
incurred  costs  under  these  special  activities  and  borrowed  funds  from  the 
Treasury  in  order  to  finance  the  programs.  The  authorizing  legislation  requires 
that  the  Corporation  be  reimbursed  for  its  costs.  Pending  such  reimbursement, 
the  funds  so  used  are  a charge  against  the  Corporation’s  statutory  borrowing 
authority.  In  effect,  this  reduces  the  amounts  available  to  finance  the  manda- 
tory price-support  operations  administered  by  the  Corporation. 

Normally,  appropriations  to  reimburse  the  Corporation  would  be  included  in 
the  regular  appropriations  to  the  Department  for  the  second  year  following 
the  year  in  which  costs  were  incurred.  For  example,  1957  costs  would  have  been 
included  in  the  19.59  regular  appropriation.  However,  because  of  the  recent 
increasing  magnitude  of  these  special  programs  and  their  great  impact  on  the 
availability  of  the  Corporation’s  borrowing  power  for  its  mandatory  price- 
support  operations,  the  Congress  approved  a 1958  supplemental  apnrouriation 
covering  19.57  costs.  Likewise,  this  proposed  supplemental  appropriation  for 
reimbursement  of  1958  costs  in  1959  would  accelerate  the  date  of  recovery. 
This  would  release  sufficient  funds  to  enable  the  Corporation  to  adequately 
finance  its  price-support  operations  until  further  additional  funds  become 
available  in  the  regular  1960  appropriation. 

Because  of  the  unexpected  record  production  of  most  of  the  major  19.58  crops, 
the  participation  by  farmers  in  the  price  support  programs  administered  by  the 
Corporation  has  substantially  exceeded  the  original  budget  estimates  for  the 
current  fiscal  year.  This  has  caused  such  a considerable  additional  drain  on  the 
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Cori)oratioii’s  statutory  borrowing  power  that  by  May  31,  1959,  or  sooner,  the 
Corporation’s  borrowing  power  of  $14.5  billion  may  be  exhausted.  The  1960 
budget  estimates,  therefore,  include  provision  for  a proposed  supplemental 
appropriation  for  1959  in  the  amount  of  $1,336,754,811  to  reimburse  CCC  for 
1958  costs  to  assure  the  availability  of  sufficient  borrowing  authority.  In  fur- 
ther recognition  of  the  drain  that  these  special  activities  have  upon  the  Corpo- 
ration’s borrowing  authority,  the  1960  budget  estimates  also  provide  for  acceler- 
ating CCC’s  recovery  of  1959  costs  by  including  reimbursement  therefor  in  1960. 

U.S.  Department  of  Agriculture 

JUSTIFICATION  FOR  SUPPLEMENTAL  ESTIMATE,  FISCAL  YEAR  19  59,  FOR  REIMBURSE- 
MENT TO  COMMODITY  CREDIT  CORPORATION  FOE  COSTS  OF  SPECIAL  ACTIVITIES 

The  following  statement  shows,  by  program,  the  amounts  presently  available, 
the  revised  estimates,  and  the  differences : 


Program 

Presently 

available 

Revised 

estimate 

Difference 

1.  International  Wheat  Agreement  . _ 

$80, 800, 000 
119, 270, 000 

1,033,  515,  000 

18,  506 

82,  250,  335 
1,  280,  900 
18,109,  200 
1,510,870 

-l-$80, 800, 000 
-f 119, 270,  000 

-1-1,033, 515, 000 

-f  18,  506 

-1-82, 250, 335 
-f 1, 280, 900 
-t-18, 109, 200 
-f  1,  510, 870 

2.  Emergency  famine  relief  to  friendly  peoples 

3.  Sales  of  surplus  agi'icultural  commodities  for  foreign 

currencies  - 

4.  Transfer  of  CCC  grains  to  Interior  for  migratory 
waterfowl  feed . ..  . 

5,  Transfer  of  bartered  materials  to  supplemental  stock- 
pile -- 

6.  Eradication  of  vesicular  exanthema  - 

7.  Eradication  of  brucellosis . - 

8.  Grading  and  classing  activities.  . 

Total .....  .... 

1, 336,  754,  811 

+1, 336,  754, 811 

A description  of  each  program  and  estimates  reflecting  the  composition  of  the 
supplemental  appropriation  follow : 

1.  International  wheat  agreement 

This  agreement  operates  through  July  31,  1959,  to  provide  an  assured  market 
for  wheat  to  exporting  countries  and  assured  supplies  of  wheat  to  importing 
countries,  at  stable  and  equitable  prices.  Under  authority  contained  in  the 
International  Wheat  Agreement  Act  of  1949,  as  amended,  capital  funds  of  Com- 
modity Credit  Corporation  and  CCC  stocks  of  wheat  are  used  to  pay  {a)  the  dif- 
ference between  the  prevailing  price  under  the  agreement  and  the  domestic  mar- 
ket price  of  wheat,  and  (6)  administrative  and  interest  costs.  The  differential 
payment  for  wheat  exported  under  the  agreement  is  paid  in  CCC  stocks  of 
wheat,  and  a cash  payment  is  made  for  flour.  The  act  also  authorizes  appropri- 
ations to  reimburse  the  Corporation  for  costs  incurred. 


Presently 

available 

Revised 

estimate 

Difference 

Program  costs 

$78,  727,  420 
2, 072,  580 

(A)-f  $78,  727,  420 
(B)4-2,  072,  580 

Interest  expense 

Total  estimate.-- 

80, 800, 000 

-1-80, 800, 000 
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A.  Proynim  cofits. — The  estimate  reflects  payments  on  105,703,391  bushels 
exiK)rtO(l  at  74  cents  a bushel  for  a total  cost  of  $78,727,420  including  $157,444 
for  administrative  expenses.  Following  is  a breakdown  of  costs  by  country; 

Wheat  and  wheat  flour  {bushel  equivalent)  exported  from  the  United  States  pursuant 
to  the  terms  of  the  International  Wheat  Agreement 


Importing  country 


holgiiim 

Bolivia  

Costa  Rica 

Ceylon 

Cuba 

Denmark 

Dominican  Republic 

Ecuador. 

K1  Salvador 

Germany 

Greece 

Guatemala 

Haiti 

Honduras 

Iceland 

India 

Indonesia 

Ireland 

Israel 

Italy 

Japan 

Jordan 

Korea 

Leban'in 

Liberi  i 

Mexico 

Netherlands 

Nicaragua 

Norway 

New  Zealand 

Panama 

Peru 

Philippines 

Portugal 

Saudi  Arabia 

Sweden 

Switzerland 

Union  of  South  Africa.  _ 

Vatican  City 

Venezuela 

Yugoslavia 

Unidentified  collections. 


Total  payments. 
Administrative  cost... 


Total  program  cost. 
Interest 


Total  estimate. 


Fiscal  year  1959  anticipated  supplemental 
(1958  costs) 


Amount  due 

Average  cost 

Bushels 

ccc 

to  OCC  per 

bushel 

1, 768,  476 

$1,  517,  507 

$0.86 

1,080, 872 

993. 037 

.92 

1,  015,  461 

859,  531 

.85 

17, 207 

12,  906 

.75 

8, 127,  476 

7, 143,  680 

.88 

1,  090,  789 

699,  004 

.64 

706.  502 

614,  335 

.87 

514,  038 

320. 352 

.62 

709,  558 

613,  353 

.86 

22, 152,  533 

16, 368.  995 

.74 

550,  857 

457.  211 

.83 

1,  503,  546 

1, 065,  255 

.71 

1,  738,  980 

1,  476,  502 

.85 

313,  600 

237,  274 

.76 

23,  589 

20,  245 

.86 

7,  290, 050 

$4,  244,  512 

.58 

187, 156 

160,  220 

.86 

364,  762 

207,  919 

.57 

4,  694,  650 

2,  860,  535 

.61 

350,  000 

196,  000 

.56 

24,  917,  678 

17,  432, 086 

.70 

52,  359 

44,  505 

.85 

203,  840 

114, 150 

.56 

5,505 

5,  507 

1.00 

48, 107 

43,  862 

.91 

117,  671 

67,  072 

.57 

9,  355, 178 

7,  679,  039 

.82 

254.  803 

231,  862 

.91 

1,  587, 049 

1,  289,  808 

.81 

145,  961 

83, 198 

.57 

634, 152 

571,  443 

.90 

1, 309,  868 

802,  852 

.61 

3,  391,  779 

3, 076, 154 

.91 

652, 157 

502,  566 

.77 

762,  635 

493,  841 

.65 

3,  886 

3,670 

.94 

337,  003 

188,  711 

.56 

443,  676 

248, 458 

.56 

854, 380 

527,  574 

.62 

4,  323,  029 

3,773,214 

.87 

2, 101,  573 

1, 624,  791 
-302,  790 

.77 

105,  703,  391 

78,  569,  976 
157,  444 

.74 

78,  727, 420 
2, 072, 580 

.74 

.02 

105,  703,  391 

80, 800,  000 

.76 

B,  Interest  expense. — This  consists  of  $1,174,190  accrued  at  a range  between 
3.535  percent  per  annum  and  3.373  percent  per  annum  on  1958  costs  and  $890,390 
accruing  at  a rate  of  1%  percent  per  annum  on  unrecovered  1958  costs  for  9 months 
in  1959  through  March  31,  the  anticipated  recovery  date. 

2.  Emergency  famine  relief  to  friendly  peoples 

Title  II  of  the  Agricultural  Trade  Development  and  Assistance  Act  of  1954, 
Public  Law  480,  as  amended  (7  U.S.C.  1703,  1721-1724),  directs  the  Commodity 
Credit  Corporation  to  make  its  surplus  stocks  of  agricultural  commodities  avail- 
able to  the  President  for  famine  relief  and  other  assistance  to  friendly  nations 
and  populations  to  to  pay  ocean-freight  charges  through  December  31,  1959. 
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The  act  authorizes  the  appropriation  of  not  more  than  $800  million  to  reimburse 
the  Corporation.  Total  appropriations  made  to  date  amounted  to  $308.9  million. 


Presently 

available 

Revised 

estimate 

Difference 

Program  costs _ . _ 

$116, 001,  Oil 
3,  268,  989 

(A)  +$116,001,011 

(B)  +3,  268, 989 

Interest  expense 

Total  estimate . 

119,  270,  000 

+119, 270, 000 

A.  Program  costs. — The  estimate  reflects  $88,102,981,  the  cost  of  grains,  cotton, 
and  dairy  products  delivered,  plus  $27,898,030  for  the  payment  of  ocean  freight 
charges  to  points  of  entry  abroad  and  on  commodities  donated  under  section  416 
of  the  Agricultural  Act  of  1949.  Following  is  a breakdown  of  costs  by  com- 
modity : 


Commodity 

Unit  of  measure 

1959  anticipated  supple- 
mental (1958  costs) 

Quantity 

Amount 

Cotton,  upland . 

Bale  ----- 

26,  593 
311, 670 
7, 379,  760 
39, 164,  250 
295, 322 
15,  242 
5, 899, 820 
13,  589,  720 
479, 605 
10,  229,  233 
146,  440,  840 

$5, 101, 001 
204, 813 
3, 163,  944 
7,313,  917 
570, 369 
124, 695 
16, 915, 335 
1,  242, 479 
5, 036, 700 
35,  493,  270 
12,  936,  458 

Butter.  - - 

Pound-  - . - -- 

Cheese  ------  - - - 

do.  

Milk,  dried  _-  - -----  ----- 

- -do.-  

Barley  - - - 

Bushel-  ----- 

Beans,  dry  edible - .-  - 

Corn.  . . - 

Hundredweight-  - . 
Bushel 

Corn  meal  ......  . . 

Pound-  - - - 

Rice,  milled -----  

Hundredweight  - . . 
Bushel  - . 

Wheat  . - - 

Wheat  flour . . 

Total  commodity  cost  ..  . 

Pound  

88, 102,  981 
7, 149,  499 
20,  748,  531 

Ocean  freight  on  above  commodities.-  _ 

Ocean  freight  on  commodities  donated  under  sec.  416, 
Agricultural  Act  of  1949. 

Total  program  cost  . . ... 

116,  001,  Oil 
3,  268,  989 

Interest . _ 

Total  estimate. . __  . . . 

119,  270,  000 

B.  Interest  expense. — This  consists  of  $1,942,887  accrued  at  a range  between 
3.535  percent  and  3.373  percent  and  per  annum  on  1958  costs  and  $1,326,102  ac- 
crued at  a rate  of  1%  percent  per  annum  on  unrecovered  1958  costs  in  1959  for 
9 months  through  March  31,  the  anticipated  recovery  date. 

S.  Sales  of  surplus  agricultural  commodities  for  foreign  currencies 

Title  I of  the  Agriculture  Trade  Development  and  Assistance  Act  of  1954, 
Public  Law  480,  as  amended  (7  U.S.C.  1701-1709),  authorizes  the  President, 
until  December  31,  1959,  to  carry  out  a program  for  the  sale  of  surplus  agricul- 
tural commodities  for  foreign  currencies.  The  act  provides  that  Commodity 
Credit  Corporation  shall  make  available  for  sale  to  domestic  exporters  surplus 
agricultural  commodities  heretofore  or  hereafter  acquired  by  the  Corporation 
in  the  administration  of  its  price-support  operations,  and  shall  make  funds  avail- 
able to  finance  the  sale  and  exportation  of  surplus  agricultural  commodities, 
whether  from  private  stocks  or  from  stocks  of  the  Commodity  Credit  Corpo- 
ration. 

The  act  further  provides  various  specified  uses  of  the  foreign  currencies  by 
any  department  or  agency  of  the  Government  and  requires  reimbursement  to 
Commodity  Credit  Corporation  by  the  agency  using  such  funds  if  appropria- 
tions have  been  made  for  any  of  the  uses.  To  the  extent  the  Corpora- 
tion is  not  thus  reimbursed  by  other  agencies,  the  act  authorizes  appropriations 
to  reimburse  Commodity  Credit  Corporation  for  its  investment  in  commodities 
used  under  the  act  including  processing,  packaging,  transportation  and  handling 
costs,  and  for  costs  incurred  in  financing  the  exportation  of  commodities.  The 


136 


art  limits  transactions  requiring  appropriations  to  $6.25  billion.  Total  appro- 
priations made  to  date  amounted,  to  $1,995.3  million. 


Presently 

available 

Revised 

estimate 

Difference 

Costs: 

T’rocram  costs  

$1,089, 007, 674 
67,  208,  237 
86,  780, 362 

(A)  +$1,089,007,674 

(B)  +67,  208, 237 

(C)  +86,  780, 362 

Interest  expense  

Unrecoverccl  prior  years’  costs 

Subtotal 

1,242, 998, 273 

+1,242, 996, 273 

Reimbursements: 

In  dollars 

71,514,228 

(D)  +71,  514, 228 

In  future  years: 

Dollars ... 

64,  280,  501 
-13,  733, 000 

+64,  280, 501 
-13,  733, 000 

Less  provision  for  loss  on  exchange  rates  __ 
Subtotal _ 

50,  547, 501 
87, 419,  544 

(E)  +50, 547, 501 

(F)  +87, 419,  544 

Military  housing  rental. _ . 

Net  recovery  in  future  years 

Total  reimbursements 

137, 967,  045 

+137, 967, 045 

209,481,273 

+209, 481,273 

Total  estimate 

1, 033,  515, 000 

+1, 033,  515, 000 

A.  Program  costs. — These  include  $534,256,189,  the  cost  value  of  grains,  cotton, 
and  dairy  products  delivered  from  CCC  stocks  plus  $554,751,485  for  the  cost  of 
financing  exportation  of  commodities  sold  from  private  stocks,  as  well  as  trans- 
portation costs  on  private  stocks  and  on  commodities  delivered  from  CCC  stocks. 
Following  is  a breakdown  of  program  costs  by  commodity  applicable  to  deliveries 
from  CCC  stocks : 


Unit  of  measure 

1959  anticipated  supplemen- 
tal (1958  costs) 

Quantity 

Amount 

Cotton,  upland 

Bale.  _ 

896, 855 
22,  707, 374 
9,  551, 236 
60, 610, 803 
13, 688, 009 
17, 625, 825 
28, 351 
2, 612,  659 
713, 807 
4, 657, 911 
192,  701 
60, 856,  782 

$166,  653, 206 
14, 530, 600 
3,  817, 862 
9,  989, 867 
21,  287, 808 
47, 537, 332 
102, 835 
8, 496,247 
929, 859 
47,  535, 091 
963,  798 
212,  411,  684 

Butter  and  butter  products 

Pound  

Cheese... 

do ... 

Milk,  dried  

do 

Barley  . 

Bushel 

Com  ....  

do 

Flaxseed- 

do 

Grain  sorghums 

Hundredweight- . . 
Bushel-  

Oats 

Rice,  milled  

Htmdred  weight.  - . 
do  

Rice,  rough  . 

Wheat  and  wheat  flour  

Bushel. 

Total  CCC  stocks  

534,  256, 189 
554,  751,  485 

Private,  .stocks,  ocean  tran,'?pnrta,t,ion  and  other  costs 

Total  program  costs  

1, 089, 007,  674 

B.  Interest  expense. — This  consists  of  $55,710,312  accrued  at  a range  between 
3.535  percent  and  3.373  percent  per  annum  on  1958  costs  and  $11,497,925  ac- 
crued at  a rate  of  1%  percent  per  annum  on  unrecovered  1958  costs  in  1959 
through  March  31,  the  anticipated  recovery  date. 

C.  Unrecovered  prior  years"  costs. — In  computing  the  amount  of  appropria- 
tions, a deduction  is  made  for  estimated  cash  value  of  foreign  currencies  to  be 
received  in  subsequent  years  from  Treasury  sales  of  foreign  currencies  used  by 
other  agencies  and  amounts  due  from  Defense  Department  from  rental  receipts 
from  military  family  housing  constructed  abroad  and  paid  for  by  foreign 
currencies.  These  estimates  are  based  on  allocations  of  the  foreign  currencies 
made  by  the  Bureau  of  the  Budget  as  of  the  end  of  a particular  year.  Each 
year  a new  estimate  is  made  of  future  recoveries  and  the  unrecovered  amount 
from  the  preceding  year  is  included  in  the  current  years’  appropriation. 
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D.  Reimbursements  in  dollars. — The  amount  of  $71,514,228  represents  the  dol- 
lars received  in  fiscal  year  1958  by  the  Corporation  from  Treasury  sales  of 
foreign  currencies  to  other  Government  agencies  and  from  net  rental  receipts 
from  the  Defense  Department  for  military  family  housing. 

E.  Reimbursements  in  future  years — dollars. — The  estimate  of  $50,547,501 
represents  net  amounts  recoverable  in  future  years,  after  provision  for  ex- 
change losses,  for  the  dollar  value  of  currencies  to  be  purchased  from  the  Treas- 
ury by  other  agencies  in  subsequent  years  under  allocations  made  by  the  Bureau 
of  the  Budget  which  provide  that  the  Corporation  be  reimbursed  in  cash  by 
other  agencies  for  certain  reimbursable  uses  of  the  foreign  currencies. 

F.  Reimbursements  in  future  years — Military  housing  rental. — This  item  rep- 
resents unrecovered  amounts  disbursed  by  the  Defense  Department  for  con- 
struction of  family  military  housing.  These  amounts  will  be  reimbursed  to 
CCC  in  subsequent  years  from  net  rental  receipts  from  such  housing  and  from 
quarters  allowances. 

4.  Transfer  of  CCC  grain  to  Interior  for  migratory  waterfowl  feed 

The  act  of  July  3,  1956  (7  U.S.C.  442-446)  authorizes  the  Commodity  Credit 
Corporation  to  make  available  to  the  Secretary  of  Interior  through  July  3,  1959, 
grain  from  CCC  stocks  for  use  as  feed  for  migratory  waterfowl  to  prevent  crop 
damage.  This  act  also  authorizes  the  appropriation  of  sums  to  reimburse  the 
Corporation  for  its  investment  in  the  grain. 

The  estimate  of  $18,506  represents  the  investment  of  the  Commodity  Credit 
Corporation  in  260  tons  of  grain  transferred  during  fiscal  year  1958  from  its 
stocks  to  the  Secretary  of  the  Interior  for  use  to  prevent  crop  damage  by  mi- 
gratory waterfowl. 

5.  Transfer  of  bartered  materials  to  supplemental  stockpile 

Under  title  II  of  the  Agricultural  Act  of  1956  (7  U.S.C.  1856)  the  Coi*poration 
is  directed  to  transfer  strategic  and  critical  materials  acquired  as  a result 
of  barter  and  exchange  of  agricultural  commodities,  other  than  those  acquired 
for  the  national  stockpile  or  for  other  purposes,  to  the  supplemental  stockpile. 
Appropriations  to  reimburse  the  Corporation  for  the  value  of  materials  trans- 
ferred are  authorized  by  the  act. 

The  estimate  of  $82,500,335  represents  the  value  of  the  strategic  and  critical 
materials  acquired  by  Commodity  Credit  Corporation  as  a result  of  barter  or 
exchange  of  agricultural  commodities  or  products  and  transferred  to  the  sup- 
plemental stockpile  during  fiscal  year  1958.  Following  is  a listing  of  the  costs 
of  the  materials  transferred  in  1958 : 

1959  anticipated  supplemental  (1958  costs) 


Material: 

Abrasive  crude  aluminum  oxide $5,  991,  660 

Antimony  metal 1,  854,  658 

Asbestos  chrysolite 628,  356 

Bauxite 1,  252’  197 

Cadmium 2,  240,  720 

Chromium  metal 3,  431,  177 

Cobalt 1,  818i  977 

Crude  iodine 230,  509 

Exothermic  chromium  metal 849,  803 

Ferrochromium-silicon 2,  934,  765 

Ferromanganese 21,  894,  907 

Electrolytic  manganese 2,  161,  677 

Fluorspar 3,  750,  135 

Lead 9,  463,  614 

Manganese  ore 873,  652 

Palladium 479,  674 

Rare  earths 476,’  079 

Silicon  carbide 970,’  026 

Titanium  sponge 13,  877’  011 

Zinc 7,  070,  738 


Total 82,250,335 
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f).  Kradicatifyn  of  vesicular  exanthema 

The  Department  of  Agriculture  and  Farm  Credit  Administration  Appropriation 
Act  of  IDu.S  authorizes  the  advance  of  funds  from  the  Commodity  Credit  Corpo- 
ration to  the  Agricultural  Research  Service  to  carry  out  this  program.  The 
CoriM)ration  is  reimbursed  for  these  advances. 


Presently 

available 

Revised 

estimate 

Difference 

I’roR  ram  costs  . 

$1,  243,  408 
37, 492 

(A)  H-$l,243,408 

(B)  -f37, 492 

Interest  expense 

Total  estimate 

1,  280, 900 

-fl,  280,900 

A.  l*ro(jram  costs. — This  item  includes  unrestored  advances  to  the  Agricultural 
Research  Service  for  operating  funds  and  for  eradication  of  vesicular  exanthema 
of  swine  as  indicated  below. 


1959  anticipated  supplemental 

Operating  funds  available 

Reappropriation  of  prior  year  balances 

Unobligated  balance 


Advanced  from  CCC 1,  243,  408 

Interest  costs 37,  492 

Total 1,  280,  900 


R.  Interest  expense. — This  consists  of  $23,213  accrued  at  a range  between 
3.535  percent  and  3.373  percent  per  annum  on  1958  costs  and  $14,279  accrued  at 
1^2  l>ercent  per  annum  for  unrestored  1958  costs  in  1959  for  9 months  through 
March  31,  the  anticipated  recovery  date. 

7.  Eradication  of  brucellosis 

Section  204(e)  of  the  Agricultural  Act  of  1954,  as  amended  (7  U.S.C.  397) 
authorizes  the  transfer  of  not  to  exceed  $20  million  for  fiscal  year  1958  of 
Commodity  Credit  Corporation  funds  to  the  appropriation  “Salaries  and  expenses. 
Agricultural  Research  Service,  plant  and  animal  disease  and  pest  control”  for 
the  operation  of  the  accelerated  brucellosis  program.  An  appropriation  to 
reimburse  the  Corporation  is  authorized  by  the  act. 


Presently 

available 

Revised 

estimate 

Difference 

Program  costs  ___  

$17,  865,  254 
243, 946 

(A)  +$17,  865,  254 

(B)  +243, 946 

To  terest  expense  

Total  estimate  _ - __  _ 

18, 109,  200 

+18, 109,  200 

A.  Program  costs. — This  item  consists  of  unrestored  advances  to  the  Agri- 
cultural Research  Service  of  $14,654,159  for  operating  funds  and  $3,211,095  for 
indemnity  payments  for  the  accelerated  brucellosis  program. 

B.  Interest  expense.— consists  of  $41,179  accrued  at  a range  between 
3.535  percent  and  3.373  percent  per  annum  on  1958  costs  and  $202,767  accrued  at 
1%  percent  per  annum  for  unrestored  1958  costs  in  1959  for  9 months  through 
IMarch  31,  the  anticipated  recovery  date. 

8.  Grading  and  classing  activities 

The  Department  of  Agriculture  Appropriation  Act  of  1952  ( 7 U.S.C.  414a) 
authorizes  transfers  of  Commodity  Credit  Corporation  nonadministrative  funds 
to  appropriations  available  for  classing  and  grading  agricultural  commodities 
without  charge  to  producers.  Transfers  are  made  to  the  Agricultural  Mar- 
keting Service  for  classing  cotton  and  grading  tobacco  not  placed  under  price 
support  loan.  The  act  authorizes  appropriation  to  reimburse  the  Corporation 
for  such  transfers,  plus  interest. 

Under  the  Smith-Doxey  Act  of  1937,  farmers  organized  to  promote  improve- 
ment of  cotton  are  eligible  for  free  classing  service.  Under  the  Tobacco  Inspec- 
tion Act  of  1935  tobacco  producers  selling  tobacco  at  designated  auction  markets 


{1958  costs) 
$1,  258,  044 
—44,  261 
29,  625 
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are  eligible  for  free  inspection  and  grading  service.  The  class  of  cotton  or  the 
grade  of  tobacco  placed  on  the  commodity  by  a Federal  cotton  classer  or  a 
Federal  tobacco  inspector  is  accepted  as  evidence  of  quality  when  producers 
place  thier  commodities  under  loan  or  offer  them  for  sale  to  the  Commodity 
Credit  Corporation. 

If  these  programs  are  to  operate  effectively  and  to  be  of  maximum  benefit  to 
producers,  it  is  necessary  to  maintain  (a)  a force  of  tobacco  inspectors  large 
enough  to  grade  the  tobacco  on  all  auction  floors  prior  to  sale,  and  ( b ) a cotton 
classing  organization  which  is  capable  of  getting  classification  returns  to  pro- 
ducers promptly. 

The  demand  for  these  services  in  fiscal  1958  exceeded  that  which  could  be  pro- 
vided from  available  appropriations  and  other  funds.  In  order  to  insure  a 
prompt  efficient  service,  funds  were  advanced  by  the  Commodity  Credit  Cor- 
poration. 


Presently 

available 

Eevised 

estimate 

Difference 

Program  costs  

$1, 494, 063 
16,  807 

(A)  -}-$l,  494, 063 

(B)  -t-16, 807 

Interest  expense  . _ _ __  _ . _ 

Total  estimate 

1,  510, 870 

+1,  510, 870 

A.  Program  costs. — net  total  of  $2,361,100  was  advanced  from  Commodity 
Credit  Corporation  for  the  classing  and  grading  work.  The  portion  of  this 
amount  which  is  attributable  to  the  cost  of  classing  or  grading  cotton  and 
tobacco  expected  placed  under  price  support  was  borne  by  the  Commodity  Credit 
Corporation.  Therefore,  this  appropriation  estimate  represents  the  net  amount 
needed  for  providing  these  services  for  the  quantities  not  going  under  loan,  plus 
interest. 

The  basis  for  the  amount  requested  for  reimbursement  in  fiscal  1959  including 
interest  is  as  follows  : 


Cotton : 

Total  number  of  classings  made  by  Federal  employees 

Cost  of  these  classings 

Average  cost  per  classing cents- 

Total  bales  classed  under  Smith-Doxey  Act  going  under  loan 


19,  724,  155 
$3,  573,  198 
18.  12 
3,  614,  174 


Advance  from  CCC $1,  646,  500 

Less: 

Refund 54,  000 

Cost  of  classing  loan  cotton  (3,614,174X18.12) 654,  888 


To  be  repaid  CCC 937,  612 


Tobacco: 

Total  quantity  of  tobacco  inspected  and  graded  at  auction 

markets pounds--  1,  713,  481,  813 

Cost  of  tobacco  inspection  at  designated  markets $2,  487,  675 

Quantity  placed  under  loan pounds.-  146,  122,  000 

Percent  of  total  value  entering  loan 8 53 


Advance  from  CCC $814,  600 

Less: 

Refund 46,  000 

Cost  of  inspecting  loan  tobacco  (8.53  percent  of 
$2,487,675) 212,  149 


To  be  repaid  CCC 

Total  am.ount  to  be  repaid: 

Cotton 

Tobacco 


556,  451 


$937,  612 
556,  451 


Total 

Interest 


1,  494,  063 
16,  807 


Estimate 


1,  510,  870 
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B.  Interest  expense. — This  consists  of  $865  accrued  at  a range  between  3.535 
percent  and  3.373  percent  per  annum  on  1958  costs  and  $15,942  accrued  at  1% 
percent  per  annum  for  unrestored  1958  cost  in  1959  for  9 months  through  March 
31,  the  anticipated  recovery  date. 

Mr.  Thomas.  Follow  up  on  this  $1,336,754,811  program  here.  This 
is  your  deficiency,  of  course,  and  the  proposed  language  dealing  with 
your  foreign  giveaway  section  of  it. 

Mr.  Beach.  Sir,  it  might  help  if  I would  give  you  a very  brief  ex- 
planation as  to  why  this  is  necessary. 

Mr.  Jensen.  Wiy  is  it.  necessary?  Why  is  this  $1,336,754,811 
budget  request  which  you  are  asking  for  at  this  time  necessary? 

Mr.  Beach.  Sir,  this  represents  reimbursement  to  the  Commodity 
Credit  Corporation  for  carrying  out  activities  in  addition  to  its  price 
support  program  which  you  have  been  discussing. 

Mr.  Jensen.  All  right. 

Now,  you  say  ‘‘reimbursement.”  Explain  how  those  reimbursements 
work,  and  how  this  expenditure  has  come  about  which  you  are  now 
requesting  us  to  reimburse. 

Mr.  Beach.  All  right,  sir. 

Mr.  Thomas.  And  this  is  cash.  It  is  no  transfer.  It  is  nothing  but 
cash. 

Mr.  J ensen.  This  is  cold  cash. 

Mr.  Beach.  There  is  one  very  important  point  about  this  cash. 

It  does  not  represent  an  expenditure  of  the  U.S.  Government  this 
year.  This  appropriation  will  not  affect  the  expenditure  of  the  Gov- 
ernment because  the  expenditures  have  already  been  made.  In  es- 
sence, it  is  a bookkeeping  transaction.  What  it  does  is  reimburse  the  ; 
Commodity  Credit  Corporation  for  costs  which  it  has  already  in- 
curred, and  spent  the  money.  | 

Mr.  Thomas.  Yes;  the  money  is  being  taken  from  the  Treasury.  I 

Mr.  Beach.  The  point  is,  sir ' 

Mr.  Jensen.  It  has  already  been  taken  from  the  Treasury,  is  that 
right  ? ^ 

BORROWING  AUTHORITY  OF  ICC  ' 

Mr.  Beach.  Yes  sir ; but  let  me  go  one  step  further.  i 

The  Commodity  Credit  Corporation  operates  under  a borrowing  | 
authorization.  It  has  an  authorization  to  borrow  and  have  outstand-  | 
ing  at  any  one  time  as  much  as  $14.5  billion.  That  borrowing  j 
authorization  has  been  used  to  carry  out  these  special  activities — ' 
Public  Law  480,  the  International  Wlieat  Agreement,  and  the  others  | 
detailed  in  the  justifications — and  that  means  that  in  order  for  the  I 
Corporation  to  carry  out  its  regular  activities  it  must  have  that  bor-  ^ 
rowing  power  replaced.  It  means  if  we  do  not  get  this  reimburse-  I 
ment  in  advance  the  Corporation  will  likely  be  out  of  borrowing  i| 
power  by  the  end  of  this  fiscal  year,  and  will  have  to  get  an  increase  ' 
in  its  borrowing  authority  in  the  absence  of  this  emergency  reim-  j 
bursement. 

Mr.  Thomas.  Excuse  me.  I do  not  want  to  interrupt  Mr.  Jen-  i 
sen’s  questioning,  but  let  the  record  show  what  you  say  is  correct,  that 
this  $1.4  billion  gives  you  that  much  more  additional  to  obligate. 
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Mr.  Beach.  What  I was  trying  to  get  at,  sir,  is  that  it  is  the  al- 
ternative of  either  doing  it  this  way  or  increasing— — 

Mr.  Thomas.  I am  not  talking  about  alternatives.  I am  talking 
about  if  this  appropriation  is  made,  it  gives  the  Corporation  the  right 
to  obligate  and  spend  an  additional  $1.4  billion  ? 

Mr.  Beach.  That  is  correct,  and  that  is  what  I was  going  to  say. 
The  borrowing  powder,  if  it  were  increased,  would  give  the  Corporation 
a further  increase  in  ability  to  obligate,  you  see. 

Mr.  Jensen.  Let  us  assume  that  the  Congress  does  not  see  fit  to 
honor  this  request.  What  would  happen  ? 

Mr.  Beach.  The  law  states,  Mr.  Jensen,  that  the  Commodity  Credit 
Corporation  may  not  exceed  $14.5  billion  of  borrowing  at  any  time. 
The  law  also  states  that  it  must  carry  out  price  supports.  The  Cor- 
poration would  be  caught  between  two  laws  neither  of  which  it 
could  violate. 

In  other  words,  something  would  have  to  stop  and  it  probably 
would  be  the  program  opei*ations. 

Mr.  Jensen.  So,  according  to  law,  it  is  mandatory  that  we  approve 
this  request  of  $1,336,754,811  ? 

Mr.  Beach.  The  law  that  the  Congress  passed — the  various  laws — 
I can  cite  each  of  them  to  you  if  you  wish 

Mr,  Thomas.  The  answer  is,  if  the  cash  is  not  supplied  the  Corpora- 
tion could  not  go  into  the  market  and  spend  this  $1.4  billion? 

Mr.  Beach.  That  is  correct,  but  there  is  a law  that  says  it  must 
do  so. 

Mr.  Berger.  The  other  law  says  you  have  to, 

Mr.  Thomas.  If  you  do  not  get  the  money,  you  cannot  spend  it. 

Mr.  Berger.  No,  sir;  if  we  do  not  get  it  we  could  not  spend  it. 

Mr.  Thomas.  That  answers  Mr.  Jensen’s  question. 

Mr.  Jensen.  I wanted  that  to  be  on  the  record.  I understood  that 
to  be  a fact,  but  I wanted  it  on  the  record. 

Mr.  Thomas.  I did,  too,  but  he  did  not  want  to  put  it  on,  in  so  many 
words. 

Mr.  Jensen.  I do  not  know,  gentlemen,  if  there  is  much  use  in 
going  on  further,  but  I know  this:  if  we  keep  on  appropriating  and 
legislating,  and  amending,  and  reamending,  and  patching,  and  re- 
patching patch  on  top  of  patch  for  this  particular  farm  program 
that  we  have  had  on  the  books  for  these  many  years,  we  can  continue 
down  this  same  dark  alley  from  now  on  until  doomsday  and  when 
we  get  all  through  we  will  be  possibly  worse  off.  The  farmers  will  be 
worse  off  than  tbey  would  have  been  if  we  had  never  had  a program, 
and  the  U.S.  Treasury  will  be  in  a terrible  fix  in  addition  to  all  the 
rest  of  the  unconscionable  spending  that  is  going  on. 

As  I said  yesterday,  in  just  a few  words,  and  I want  it  on  the  record 
again,  until  we  get  smart  and  do  like  other  nations  have  done  that 
have  had  surplus  crops,  and  process  those  surplus  crops  that  can  be 
processed  into  alcohol  and  mix  it  with  our  motor  fuel  and  get  rid  of 
this  price-depressing  surplus  which  is  costing  so  much  and  will  even- 
tually not  only  destroy  the  farmers’  economy,  but  our  own  whole  na- 
tional economy,  then  we  are  going  to  have  a problem  on  our  haiuls. 
As  everybody  knows,  the  record  shows  that  our  horses  and  mules 
used  to  eat  the  production  of  43  million  acres  of  our  land,  but  after 
the  advent  of  the  iron  horse,  the  trucks  and  the  tractors,  the  automo- 
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and  many  otlier  fuel-burning  devices,  we  have  not  consumed 
t Ids  |)r(Klucl  ion  tliat  used  to  be  consumed  by  the  flesh-and-bone  horses. 
'\  li(‘r(dor(‘,  it  is  no  wonder  that  we  have  a terrible  surplus  piling  up. 
A\'liy,  1>  razil  bad  (pute  a sugar  surplus  a number  of  years  ago,  but 
I liny  \v(‘re  smart  enough  to  pass  a law  providing  that  a 10-percent  mix 
of  sugar  alcoliol  sliould  be  mixed  with  all  motor  fuels  and  their  farm 
probl(Mn  faded  away  overniglit  almost. 

Tli(‘  (lei-mans  pi-ocessed  their  surplus  potatoes  into  alcohol  and 
bui-ned  it  uj)  and  fed  it  to  the  automobiles,  the  trucks  and  the  tractors, 
and  all  other  licjuid  fuel  burning  devices,  and  they  kept  their  farm 
(‘(•onomy  on  a stabilized  basis.  But,  oh,  no;  we  know  that  that  is  the 
only  solution.  Any  thinking  person  that  has  made  a study  of  it 
kiu)\vs  that  this  is  the  only  solution  to  this  terrific  problem,  and  yet  we 
go  on  and  spend  money. 

TOTAL  C’OST  IN  19G0  OF  AGRICULTURAL  STABILIZATION  PROGRAM 

AVhat  is  this  whole  program  going  to  cost  us  in  fiscal  year  1960 — 
this  farm  program? 

j\[r.  Beach.  The  estimated  net  budgetary  expenditures  for  the  over- 
all {Agricultural  program  for  stabilization  of  farm  prices  and  income 
is  approximately  $4.5  billion. 

IVfr.  Jensen.  That  is  the  Commodity  Credit  Corporation  program  ? 

]\Ir.  Beach.  The  bulk  of  it  is  the  Commodity  Credit  Corporation 
program,  and  it  also  includes  the  soil  bank  program  as  well  as  the 
acreage  allotment  program  and  other  programs  related  to  the  Com- 
modity Credit  Corporation. 

^Ir.  Jensen.  The  Soil  Conservation  Service  spends  little,  compara- 
tively speaking,  to  the  rest  of  the  program,  and  in  my  book  that 
money  is  well  spent.  We  have  a watershed  program  now  that  costs  a 
little,  comparatively  speaking,  that  is  doing  a great  job,  and  will  con- 
tinue to  do  a great  job  for  America,  as  does  the  rest  of  the  Soil  Con- 
servation Service  program.  But  I must  admit  that  this  thing  is  a 
troublesome  thing.  It  is  a great  worry  to  every  farmer  in  America 
that  knows  something  about  economics,  and  to  every  Member  of  Con- 
gress and  every  other  American,  but  we  go  merrily  on  with  the  same 
program,  and  the  reduced  support  prices. 

In  order  for  a farmer  to  get  enough  cash  to  pay  his  bills,  he  must 
raise  more  corn  and  he  has  to  either  put  more  acres  in  com  or  he  has 
to  fertilize  to  the  hilt,  and  so  he  raises  more  corn.  If  his  price  was 
where  it  should  be,  then  he  can  practice  proper  rotation  and  he  will 
raise  less  corn,  or  any  other  crop  that  you  might  mention,  and  hence 
there  will  be  a lesser  supply.  However,  there  are  some  people  who 
do  not  seem  to  understand  common  economics. 

Mr.  Thomas.  That  is  a good  statement,  Mr.  J ensen. 

Mr.  Jensen.  You  know,  there  are  an  awful  lot  of  book  economists. 
They  get  all  of  their  knowledge  on  economics  out  of  books.  Well,  you 
know  those  books  do  not  tell  the  whole  story.  It  is  the  practical  eco- 
nomics that  count.  We  know  this  also — while  I am  making  a little 
statement  here — that  all  wealth  springs  from  Mother  Earth,  and 
is  mined  out  or  pumped  out  from  under  the  surface  of  the  earth  or 
is  fished  out  of  the  seas,  and  from  those  raw  products  everyone  must 
work  in  producing  the  crops,  transporting  the  crops,  or  marketing 
tlie  crops.  When  you  have  plenty  units  on  which  to  work  you  have 
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pretty  full  employment.  When  you  do  not  have  enough  units  to 
work  on,  you  have  to  have  controls,  which  is  another  thing  that  too 
many  people  do  not  understand.  When  the  farmer’s  dollar  is  worth 
100  cents  at  the  coimter,  he  buys  on  an  average  2%  times  more 
year  in  and  year  out  than  the  rest  of  us  do  in  value  of  manu- 
factured goods,  because  he  buys  heavy  goods  such  as  trucks,  tractors, 
harvesters,  combines,  posts,  lumber,  wire,  and  so  forth,  but  his  dollar 
has  only  been  worth  about  82  cents  over  the  past  number  of  years. 

In  effect,  we  are  spending  $40  billion  for  national  defense  which 
gives  work  to  an  awful  lot  of  people,  but  they  would  work  on  things 
which  the  farmer  would  buv  if  his  dollar  was  worth  100  cents  at  the 
counter.  Ho^vever,  since  the  fanner’s  dollar  is  not  worth  but  only 
about  82  cents  at  the  coimter,  this  $40  billion  we  spend  for  national 
defense  has  been  in  lieu  of  or  has  taken  the  place  of  farmer  buying. 

IWiat  is  going  to  happen  ? I would  like  to  know  what  is  going  to 
happen  when  the  old  money  barrel  is  empty. 

5lr.  Thomas.  It  is  already  empty,  Mr.  Jensen. 

Mr._  Jexsex.  Well,  when  the  bottom  falls  out,  completely,  then 
what  is  going  to  happen?  We  have  bolstered  up  the  farmers’  buy- 
ing with  this  program,  but  I am  wondering  what  is  going  to  happen 
to  the  boys  and  girls  and  your  children  aiid  our  children  when  they 
have  to  pay  this  bill  with  an  inflated  dollar,  or  deflated  dollar,  or 
whatever  you  want  to  call  it. 

If  you  do  not  think  we  Members  of  Congress  have  a responsibility 
on  our  shoiddei's 

Mr.  Thomas.  That  is  a very  good  philosophical  statement. 

]\Ir.  Jensex.  If  you  think  we  Members  of  Congress  do  not  have  a 
responsibility  on  our  shoulders  to  figure  out  how  we  are  going  to  save 
tliis  great  blessed  way  of  life  of  ours,  I am  telling  you  it  is  a problem. 

Mr.  JoxAS.  How  much  of  your  $14.5  billion  borrowing  authority 
have  you  used  up  ? 

Mr.  Beach.  As  of  December  31,  sir,  the  total  amoimt  used  was 
right  at  $13  billion.  M"e  have  $1.5  billion  unused  as  of  December  31. 

We  anticipate  that  by  April,  without  the  supplemental,  we  will  have 
$14.2  billion  in  use,  and  by  May  31,  about  right  at  $14.5  billion,  and 
by  June  we  will  be  up  pretty  close  to  $15  billion.  Those  estimates 
were  made  before  recent  developments  which  indicate  that  they  may 
be  low.  In  other  words,  our  cotton  loans  are  exceeding  what  we 
anticipated,  and  probably  our  corn  loans  will  do  likewise. 

Mr.  JoxAS.  You  use  your  revolving  fund,  too,  do  you  not? 

Mr.  Beach.  The  borrowing  power  is  the  revolving  fund. 

Mr.  Jox-AS.  After  you  exhaust  your  borrowing  authority  you  revert 
then  to  yoiH*  revolving  fund  ? 

Mr.  Beach.  Yo,  sir;  we  have  nothing  but  the  borrowing  power. 
It  is  a revolving  fund  in  the  sense  that  all  the  receipts  go  into  it,  and 
all  outlay  comes  from  it.  The  ainomit  in  use  at  any  particular  time 
reflects  everything  collected  up  to  that  time. 

ADMIXISTRATIVE  EXPEXSES 

yii\  JoxAS.  Getting  back  to  tliis  supplemental  request  of  $2  million 
for  administrative  expenses,  are  you  not  using  private  agents  to  make 
these  loans,  and  to  do  most  of  the  purchasing  and  selling? 
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Afr.  Heacii.  No,  sir;  except  with  respect  to  tobacco  loans  which 
tire  ma(l(*.  tlii'oiigh  cooperatives  and  with  regard  to  peanut  loans  that 
are  made  through  cooperatives  and  with  regard  to  naval  stores  loans 
made  tli rough  cooperatives.  All  of  our  other  loans,  except  cotton, 
are  made  at  the  county  level  and  we  utilize  banks  as  the  lending  and 
service  agents.  They  provide  the  funds  sometimes  for  the  loans  and 
about  one-third  of  our  loans  are  presently  financed  by  banks.  That 
financing,  however,  is  charged  against  our  borrowing  power. 

Ml*.  doNAs.  Take  cotton,  for  example;  do  you  not  have  agents 
thi*oughout  the  country  to  buy  your  cotton  ? 

Mr.  IlEACir.  We  will  under  the  new  program,  but  that  program 
begins  with  the  1959  crop. 

Air.  Jonas.  It  is  proposed  to  go  into  effect  in  May;  is  it  not. 

Mr.  Beach.  That  is  correct. 

Mr.  Jonas.  But  heretofore  you  have  used  them  for  the  loan  pro- 
gram ? 

Mr.  Beach.  We  use  loan  clerks  at  the  county  level,  and  the  work 
that  this  appropriation  or  limitation  finances  is  beyond  that  level. 
This  is  to  finance  work  at  the  commodity  office  level. 

Mr.  Jonas.  Will  that  not  curtail  your  need  for  additional  man- 
power ? 

Mr.  Beach.  No,  sir ; that  has  been  going  on  all  the  time. 

Air.  Jonas.  I thought  you  just  got  through  telling  me  it  had  not 
been  going  on  all  the  time. 

Air.  Beach.  With  respect  to  the  purchases  it  has  not  because  we  have 
not  been  buying  cotton,  but  with  respect  to  loans  it  has. 

Mr.  Jonas.  If  you  let  private  enterprise  do  your  selling,  and  if  you 
would  utilize  the  facilities  that  we  already  have  in  existence,  could  you 
not  cut  down  on  your  overhead  ? 

Mr.  Beach.  No,  sir;  we  are  utilizing  private  enterprise  to  the  maxi- 
mum possible  extent. 

Air.  Jonas.  Are  you  making  the  maximum  use  of  private  enter- 
prise as  of  now  ? 

Mr.  Beach.  Mr.  Berger  might  want  to  comment  on  that. 

Mr.  J ONAs.  I do  not  care  to  go  into  it  if  you  say  you  cannot  utilize 
private  enterprise  any  more  than  you  are  doing  at  the  present  time. 

Mr.  Beach.  Yes,  sir;  that  is  right.  With  respect  to  the  work 
financed  from  this  authorization  it  represents  the  residual  part  after 
we  have  utilized  private  enterprise  to  the  maximum  possible  extent. 

Air.  Jonas.  Do  you  not  have  $400,000  in  here  for  additional  rentals? 

Mr.  Beach.  Yes,  sir. 

Mr.  Jonas.  AVhy  do  you  need  any  more  space  ? 

Mr.  Beach.  We  have  had  to  upgrade  our  space  in  certain  areas  but 
this  increase  is  for  additional  rents  for  electronic  data  processing 
equipment  which  is  the  machine  equipment  that  we  use  to  process  these 
tremendous  volumes  of  paperwork. 

We  find,  for  example,  Mr.  Jonas,  that  in  the  New  Orleans  office 
through  the  use  of  this  one  machine  we  are  able  now  to  operate  with 
over  200  less  people  than  we  were  able  to  operate  in  1956  despite  the 
fact  that  we  have  a larger  volume  of  business,  and  we  are  keeping  our 
work  more  current. 
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Mr.  Jonas.  Where  does  that  show  up  in  your  figures?  You  say 
you  need  371  more  people. 

Mr.  Beach.  This  is  after  the  savings  have  been  accomplished;  the 
use  of  the  371 — after  the  savings  had  been  made.  Were  it  not  for  that 
we  would  have  had  to  ask  for  200  more. 

Mr.  Jonas.  With  experience  cannot  these  people  handle  more 
papei’work  ? 

Mr.  Beach.  We  handled  8 percent  more  last  year  than  we  handled 
the  year  before,  and  that  is  recognized  in  these  estimates.^ 

Mr.  Jonas.  Is  it  possible  we  have  too  much  paperwork  involved? 
Mr.  Beach.  We  are  doing  every  tiling  we  can  do  to  curtail  it. 

Mr.  Jonas.  Are  you  making  any  progress  in  shortcutting  the  use 
of  paperwork  ? 

Mr.  Beach.  We  have  done  a tremendous  amount  of  work  in  that 
field,  and  I think  the  fact  we  were  able  to  increase  our  production  rates 
as  I say,  by  8 percent  last  year,  over  the  previous  year,  indicates  we 
are  making  some  very  definite  progress  in  that  respect. 

Mr.  Jonas.  That  is  all. 

Mr.  Thomas.  Thank  you  very  much,  gentlemen. 

Office  of  Information 

WITNESSES 

B.  LYLE  WEBSTER,  DIRECTOR  OF  INFORMATION,  OFFICE  OF 
INFORMATION 

JAMES  H.  McCORMICK,  ASSISTANT  DIRECTOR  IN  CHARGE  OF 
PUBLICATIONS,  OFFICE  OF  INFORMATION 
GALEN  YATES,  CHIEF,  ADMINISTRATIVE  MANAGEMENT  DIVISION, 
OFFICE  OF  INFORMATION 

CHARLES  L.  GRANT,  DIRECTOR  OF  FINANCE  AND  BUDGET  OFFICER, 
DEPARTMENT  OF  AGRICULTURE 


Program  and  financing 


1959 

presently 

available 

1959 

revised 

estimate 

Increase  (4-) 
or  de- 
crease (— ) 

Program  by  activities: 

1.  Publications  review  and  distribution . 

2.  Review  and  distribution  of  current  agricultural  infor- 

mation.   - 

$648, 689 
493, 523 
212,  453 

$685, 345 
520, 185 
226, 135 

-f  $36, 656 
-f 26, 662 
+13, 682 

3.  Review,  preparation,  and  distribution  of  visual  agricul- 
tural information ..  . 

Total  obligations . ..  . 

1,  354,  665 
4,600 

1,  431,  665 
4,  600 

+77, 000 

Financing:  Comparative  transfer  to  other  accounts 

New  obligational  authority 

New  obligational  authority: 

Appropriation.  . . . 

1, 359, 265 

1, 436,  265 

+77, 000 

1, 359,  265 

1. 359,  265 
77,000 

TransfW  from  "Conservation  reserve”  soil  bank  programs 
(H.  Doc.  58) 

+77, 000 

Appropriation  (adjusted)...  . ... 

1, 359,  265 

1,  436, 265 

+77,000 
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Object  classification 


1959 

presently 

available 

1959 

revised 

estimate 

Increase  (-f) 
or  de- 
crease (— ) 

Total  !iuint)or  of  permanent  positions 

133 

133 

Full-time  (‘(|iiivalcnt  of  all  other  positions ...  

1 

1 

Averape  number  of  all  employees 

120 

120 

.Number  of  employees  at  end  of  year . . .. 

128 

128 

01  I’er.sonal  services: 

Permanent  positions . 

$664,  419 

$728,  501 

-f  $64, 082 

Positions  other  than  permanent 

2,  747 

3, 025 

-f-278 

Other  personal  services . _ _ 

3,499 

3,  739 

-+-240 

Total  personal  services  . 

670,  665 

735,  265 

+64, 600 

02  Travel _ 

9,  000 
3, 000 
70, 000 

9. 000 

3. 000 
88, 000 

03  Transportation  of  things. . . ..... 

04  rommimication  services.  ..  ..  . 

+18, 000 

Of)  Printing  and  reproduction . ...... 

509,  800 

500, 000 

-9, 800 

07  Other  contractual  services  ..  

10,  500 
25, 100 

9. 000 

4. 000 
43, 300 

10,  500 
25, 100 

9. 000 

4.000 
47,  500 

Services  performed  by  other  agencies 

08  Supplies  and  materials " __  

00  Equipment . 

11  Grants,  subsidies,  and  contributions ...  

+4,  200 

15  Taxes  and  assessments..  . ...  

300 

300 

Total  obligations 

1, 354,  665 

1, 431, 665 

+77, 000 

We  have  two  programs  remaining,  and  let  us  take  up  for  considera- 
tion first  the  Office  of  Information.  This  involves  mail  and  pay, 
gentlemen.  The  amount  is  $77,000.  There  is  $18,000  for  mail  and 
$59,000  for  pay.  This  is  for  the  Office  of  Information. 

At  this  point  in  the  record  we  will  uisert  pages  1 and  '2  of  the 
justifications. 

(The  pages  referred  to  follow :) 

Office  of  Information 

(H.  Doc.  58) 

Salaries  and  expenses,  1959 


Request  (by  transfer  from  other  funds  available  to  the  Department)-  $77,  000 

Appropriation  to  date 1,  B50,  205 

Obligations  to  Jan.  31,  1959 987, 171 

Expenditures  to  Jan.  31,  1959 637,  054 


Budget  estimate  next  fiscal  year 1,  431,  665 


Employment : 

Average  number  current  appropriation 120 

Average  number  involved  this  estimate 0 


Actual  employment  Jan.  31,  1959 120 
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PROPOSED  LANGUAGE 

“For  an  additional  amount  for  ‘Salaries  and  expenses,’  $77,000,  to  he  derived 
hy  transfer  from  the  appropriation  for  ^Conservation  reserve  programf  fiscal 
year  1959.” 

EXPLANATION  OF  LANGUAGE 

This  proposed  transfer  is  to  proAude  $59,000  for  financing  increased  pay  costs 
resulting  from  Public  Law  85-462  and  $18,000  for  increased  postal  costs  result- 
ing from  Public  Law  85-426,  which  cannot  be  absorbed  within  this  appropriation. 

PURPOSE  AND  NEED  FOB  SUPPLEMENTAL  FUNDS 

Activities  under  this  appropriation. — This  appropriation  item  finances  the  ad- 
ministrative expenses  of  the  Office  of  Information  which  has  general  direction 
and  supervision  of  all  publications  and  other  information  policies  and  activities 
of  the  Department  including  the  final  review,  illustrating,  printing,  and  distri- 
bution of  publications,  clearance  and  release  of  press,  radio,  television,  and 
magazine  materials,  maintenance  of  central  files  of  news  and  general  illustra- 
tion-type photographs;  and  the  preparation  and  distribution  of  exhibits  and 
motion  pictures.  The  Office  also  publishes  the  Yearbook  of  Agriculture,  the 
annual  report  of  the  Secretary  of  Agriculture,  the  Department  directory,  the 
Department  List  of  Publications ; handles  the  details  of  distributing  farmers’ 
bulletins  allotted  to  Members  of  Congress;  and  services  letter  and  telephone 
requests  for  general  information  received  in  the  Department. 

This  appropriation  item  also  finances  the  postal  costs  of  all  USD  A agencies’ 
periodicals,  publications,  and  bulletins  that  are  mailed  from  the  Government 
Printing  Office  by  the  Superintendent  of  Documents.  These  mailings  represent 
about  50  percent  of  the  total  postal  costs  to  the  Office  of  Information.  In 
addition  to  the  regular  Office  of  Information  mailings,  this  appropriation  item 
also  finances  the  mailing  costs  of  press  summaries  and  special  information 
materials  covering  activities  of  all  agencies  of  the  Department. 

'Need  for  supplemental  funds 

Increased  pay  costs,  1959. — The  total  increase  in  pay  costs  in  1959,  amount- 
ing to  $68,800  was  estimated  at  10  percent  of  the  amounts  needed  for  personal 
services  in  1959  at  old  salary  rates,  excluding  ungraded  positions  and  increas- 
ing this  amount  by  6%  percent  for  the  added  retirement  costs.  Of  this  amount, 
$9,800  may  be  absorbed  by  administrative  action  within  the  Office  of  Informa- 
tion. Therefore,  a total  of  $59,000  is  needed  to  meet  the  additional  cost  in  1959 
of  increased  pay.  It  would  not  be  possible  to  absorb  any  more  of  the  pay  in- 
crease costs  without  seriously  affecting  the  supply  of  publications  available 
for  distribution  by  Members  of  Congress  and  this  Department,  and  the  filling 
of  requests  received  by  this  Department. 

Increased  postal  costs,  1959. — The  cost  of  mailings  by  the  Office  of  Information 
was  increased  by  approximately  one-third,  effective  in  the  fiscal  year  1959,  by 
the  general  increase  in  postal  rates  provided  by  Public  Law  85-426.  The  total 
increase,  amounting  to  $20,263,  was  estimated  at  one-third  of  the  actual  costs 
for  fiscal  year  1958.  Of  this  amount,  $2,263  may  be  absorbed  by  administrative 
action  within  the  Office  of  Information.  Therefore,  a total  of  $18,000  is  needed 
in  1959  to  meet  the  additional  costs  of  increased  postal  rates.  It  would  not  be 
possible  to  absorb  any  more  of  the  postal  increase  costs  without  seriously  affect- 
ing the  servicing  of  requests  for  information  and  publications  both  from  Members 
of  Congress  and  the  general  public. 

The  major  portion  of  this  appropriation  is  for  the  editing,  printing,  and  diSr 
tribution  of  farmers’  bulletins,  the  Agriculture  Yearbook,  and  other  publications 
most  of  which  are  disritbuted  through  Members  of  Congress.  Funds  for  these 
activities  are  already  obligated  or  committed  for  the  remainder  of  the  year. 

Mr.  Thomas.  Are  there  any  questions  on  these  two  items,  gentlemen  ? 
If  not,  we  will  proceed. 
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Tuesday,  February  24, 1959.. 
Forest  Service 

WITNESSES 

RICHARD  E.  McARDLE,  CHIEF 
CLARE  W.  HENDEE,  ASSISTANT  CHIEF 
EDWARD  P.  CLIFF,  ASSISTANT  CHIEF 

M.  S.  LOWDEN,  DIVISION  DIRECTOR  OF  FIRE  CONTROL 
LINN^:  AHLBERG,  BUDGET  OFFICER 

CHARLES  L.  GRANT,  DIRECTOR  OF  FINANCE  AND  BUDGET  OFFICER, 
DEPARTMENT  OF  AGRICULTURE 


Program  and  financing 


Program  by  activities: 

1.  Forest  land  management..- 

2.  Forest  research 

3.  State  and  private  forestry  cooperation 

4.  1959  program  obligated  in  1958 

Total  obligations 

Financing: 

1959  appropriation  available  in  1958 

Advances  and  reimbursements  from  other  accounts 

New  obligational  authority 

New  obligational  authority: 

Appropriation 

Transfer  from  “Conservation  reserve,”  soil  bank  programs 
(H.  Doc.  58) 

Appropriation  (adjusted) — 


1959 

presently 

available 

1959 

revised 

estimate 

1959 

Increase  (-}-) 
or  de- 
crease (— ) 

$75, 977, 000 
15,  523, 000 
12,  705, 000 
-625,  348 

$88, 803, 000 
16,  526,  400 
12, 807,800 
-625, 348 

-f'$12, 826, 000 
-H,  003, 400 
-H02, 800 

103,  579,  652 

625, 348 
-700,  000 

117,  511,  852 

625,  348 
-700, 000 

+13, 932, 200 

103,  505, 000 

117,  437,  200 

+13,  932,  200 

103, 505,  000 

112, 005, 000 
5,  432,  200 

+8, 500,000 
+5,  432,  200 

103, 505, 000 

117, 437,  200 

+13, 932,  200 
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Object  clasaification 


1959 

presently 

available 

1959 

revised 

estimate 

Increase  (-p) 
or  de- 
crease (— ) 

FOREST  SERVICE 

Tnt.fl.1  nnTTibp.r  nf  pp.rmanftnt  positions  

9, 185 
4, 024 

9, 185 

Full-time  equivalent  of  all  other  positions 

4;  704 

+680 

Average  number  of  all  employees.. 

12, 254 

13,016 

+762 

‘NTiimhfir  of  p.mployees  at  end  of  vear  _.  

17,  650 

17,  650 

01  Personal  services: 

Permanent  positions 

$43, 055,  476 

$47,  381, 876 

+$4, 326,  400 

Positions  other  than  permanent 

11,  559, 018 

13, 807,  218 

+2,  248,  200> 

Other  personal  services 

2,  244,  931 

5, 399, 331 

+3, 154,  400 

Total  permanent  services 

56,  859,  425 

66,  588,  425 

+9,  729, 000 

02  Travel 

3,  208, 000 

3,  560, 300 

+352, 300 

03  Transportation  of  things...  

754,  900 

931,  800 

+176,  900' 

04  Communication  services ... 

716,  200 

738, 000 

+21,  800 

05  Rents  and  utility  services. 

915,  200 

1, 006,  600 

+91,  400 

06  Printing  and  reproduction 

593,  200 

593,  900 

+700 

07  Other  contractual  services..  .. 

5,  805,  200 

7,  426,  200 

+1,  621, 000 

Services  performed  by  other  agencies 

5,  277,  600 

5,  644,  200 

+366,  600 

08  Supplies  and  materials ^...  

7, 006, 076 

8, 109, 876 

+1, 103, 800 

09  Equipment 

2,  777, 000 

2,  876, 100 

+99, 100 

10  Lands  and  structures  

5,  925, 000 
2,  806, 400 

5,  925, 000 
3, 084,  900 

11  Grants,  subsidies,  and  contributions .. 

+278,  500 

Payments  to  States 

11,  701,  200 
43, 800 

11,  701,  200 
107,  500 

13  Refunds,  awards,  and  uidemnities 

+63,  700 

15  Taxes  and  assessments 

336,  710 

403,  600 

+66, 890' 

1959  program  obligated  in  1958 

-625,  348 
104, 100,  563 

-625,  348 
118,  072,  253 

Subtotal 

+13, 971,  690 

Deduct  quarters  and  subsistence  charges. 

993,  811 

1,038,811 

45, 000 

Total,  Forest  Service 

103, 106,  752 

117, 033,  442 

+13, 926,  690 

ALLOCATION  TO  DEPARTMENT  OF  THE  INTERIOR 

Total  number  of  permanent  positions 

5 

5 

Full-time  equivalent  of  all  other  positions 

74 

74 

Average  number  of  all  employees  

80 

80 

Number  of  employees  at  end  of  year.  

223 

223 

01  Personal  services: 

Permanent  positions...  ..  ..  ...  . 

$27,  301 

$30,101 

+$2,  800 

Positions  other  than  permanent.  

282,  743 

285,  257 

+2,  514 

Other  personal  services  .... 

16.  107 

16. 123 

+16 

Total  personal  services 

326, 151 

331,  481 

+5,  330 

02  Travel  

8,  480 
2,  900 
3,500 
5,  200 

8,  480 

2,  900 

3,  500 

03  Transportation  of  things 

04  Communication  services..  

05  Rents  and  utility  services 

5,200 

20 

06  Printing  and  reproduction. 

20 

07  Other  contractual  services.  

60, 436 
49,  740 
13,  420 
2,  568 

60, 436 
49,  740 
13, 420 
2,748 

08  Supplies  and  materials 

09  Equipment.  ...  ..  ..  ... 

11  Grants,  subsidies,  and  contributions 

+180 

15  Taxes  and  assessments 

6, 050 
175 

6,050 

175 

16  Investments  and  loans 

Subtotal.. 

478, 640 

484, 150 

+5, 510 

Deduct  quarters  and  subsistence  charges 

5,740 
472,  900 

5, 740 
478, 410 

Total,  Department  of  the  Interior 

+5, 510 

Total  obligations 

103,  579, 652 

117,  511,852 

+13, 932, 200 
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Mr.  Thomas.  The  next  matter  for  the  consideration  of  the  com- 
mittee is  tlie  request  of  the  Forest  Service  which  is  in  the  arnoimt  of 
$L‘ht)o2,200,  of  wliicli  $5,432,200  is  derived  from  the  transfer  from 
tlie  appropriation  for  “Conservation  reserve  program”  for  fiscal  3'ear 
1959. 

At  tliis  point  in  the  record  we  will  insert  the  appropriate  pages 
of  tlie  justifications. 

(44ie  pages  referred  to  follow  :) 

Forest  Service 
(H.  Doc.  58) 

Forest  protection  and  utilization,  1959 


Reiiuest $13,  932,  200 

By  appropriation 8,  500,  000 


By  transfer 5,  432,  200 


Appropriation  to  date 103,  505,  000 

Obligations  to  Dec.  31,  1958 71,  412,  454 

Expenditures  to  Dec.  31,  1958 57,  245,  837 


Budget  estimate  next  fiscal  year 104, 150,  000 


Employment : 

Average  number  current  appropriation 12,  254 

Average  number  involved  this  estimate 762 

Acutal  employment  Dec.  31,  1958 11,  267 


PROPOSED  LANGUAGE 

“For  an  additional  amount  for  ‘Forest  protection  and  utilization’,  as  follows : 

“ ‘Forest  land  management’,  $12,826,000,  of  which  $5,432,200  shall  be  derived 
by  transfer  from  the  appropration  for  ‘Conservation  reserve  program’,  fiscal 
year  1959 ; ‘Forest  research’,  $1,003,400 ; and  ‘State  and  private  forestry  coopera- 
tion’, $102,800.” 

EXPLANATION  OF  LANGUAGE 

This  language  is  recommended  to  provide  a proposed  supplemental  appro- 
priation of  $8,500,000  for  fighting  forest  fires  and  a proposed  transfer  of 
$5,432,200  to  cover  the  cost  of  pay  increases  under  Public  Law  85-462. 

PURPOSE  AND  NEED  FOE  SUPPLEMENTAL  FUNDS 

Activities  under  this  appropriation 

The  Forest  Service  carries  on  three  primary  functions:  (1)  Protection,  devel- 
opment, and  use  of  about  181  million  acres  of  land  in  national  forests  in  the 
United  States  and  Puerto  Rico;  and  management  of  land  utilization  projects 
covering  about  4.7  million  acres;  (2)  cooperation  with  States  and  private  forest 
landowners  to  obtain  better  fire  protection  in  approximately  435  million  acres 
of  forest  lands  and  better  forest  practices  on  about  345  million  acres  of  privately 
owned  commercial  timberlands,  to  encourage  reforestation  and  stimulate  devel- 
opment and  management  of  State,  county,  and  community  forests;  and  (3) 
research  for  all  public  and  private  forest  lands  and  related  ranges  to  improve 
protection  from  fire,  insects,  and  diseases ; to  increase  production  of  timber, 
forage,  water,  and  other  products ; to  develop  better  utilization  and  marketing 
of  forest  products;  and  to  maintain  a current  inventory  of  forest  resources 
through  a nationwide  forest  survey. 
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Justification  for  supplemental  estimate,  fiscal  year  1969,  for  ‘^Forest  protection  and 

utilization.  Forest  Service” 


Appropria- 
tion, 1959 

Supplemental  estimate,  1959 

Revised 

estimate, 

1959 

Program 

Pay  Act  costs 

Forest  protection  and  utilization: 

Forest  land  management: 

National  forest  protection  and  manage- 
ment  

$63, 817, 100 
5, 000,000 
6, 359, 900 
100, 000 

$4, 077, 300 
248,  700 

$67, 894, 400 
13, 500, 000 
6,  608, 600 
100, 000 

Fighting  forest  fires _ ___  

Insect  and  disease  control 

Acquisition  of  lands.  Weeks  Act 

(1)  $8,500,000 

Subtotal,  forest  land  management 

Forest  research 

1 75,  277, 000 
15,  523, 000 
12,  705, 000 

8, 500, 000 

4, 326, 000 
1, 003, 400 
102, 800 

88, 103, 000 
16,  526, 400 
12,  807, 800 

State  and  private  forestry  cooperation.. 
Total 

103,  505, 000 

8,  500, 000 

(2)5,432,200 

117,437,200 

1 Includes  transfer  of  $155,000  from “ Forest  research”  and  $15,000  from  “State  and  private  forestry  coopera- 
tion” to  the  “ Forest  land  management”  subappropriation  for  use  on  pest  control  projects  in  fiscal  year  1959. 


(1)  Increase  of  $8,500,000  fob  Fighting  Forest  Fires 

The  following  tabulation  and  narrative  statement  present  factual  information 
on  forest  firefighting  obligations  and  estimates  pertaining  to  national  forests  in 


fiscal  year  1959 : 

Obligations  in  1958  reimbursed  from  the  1959  appropriation $550,  369 

Obligations  from  July  1 to  Dec.  31,  1958 11,  473,260 

Estimated  requirements,  Jan.  1 to  June  30, 1959 1,  476,  371 


Total  for  period  July  1, 1958,  to  June  30, 1959 13,  500,  000 

Less  amount  available  from  fiscal  year  1959  appropriation —5,  000,  0‘)0 


Total  estimate 8,  500,  000 


COMPARISON  WITH  ESTIMATE  IN  THE  1960  BUDGET 

The  estimate  in  the  1960  budget  submission  to  Congress  is  $7,500,000  compared 
with  the  present  estimate  of  $8,500,000.  The  additional  $1  million  results  from 
extremely  high  fire  danger  in  California,  and  particularly  southern  California, 
during  November  and  December  1958.  ITiis  was  the  driest  such  period  in  108 
years  for  southern  California.  Lack  of  moisture,  low  humidities,  and  high 
winds  created  extreme  fire  danger  requiring  emergency  manning  of  fire  protec- 
tion personnel.  Many  fires  occurred  in  which  burned  acreage  and  cost  of  control 
were  low.  However,  the  Stewart  fire,  near  San  Diego,  Calif.,  which  started 
on  December  14,  burned  more  than  61,000  acres,  of  which  about  36,000  acres  were 
national  forest  land.  This  fire  required  about  1,800  firefiighters  with  heavy 
complements  of  equipment  and  high  cost  of  final  control. 

Had  the  fire  season  been  more  normal  in  southern  California,  without  large 
costly  fires,  the  original  estimate  of  $7,500,000  might  have  been  sufiScient.  In 
view  of  actual  developments,  however,  a total  supplemental  of  $8,500,000  is 
required  to  provide  a reasonable  amount  for  emergency  firefighting  during  the 
period  January  1 to  June  30, 1959. 

ESTIMATE  FOE  THE  JANUARY  1 TO  JUNE  30,  19  59,  FIRE  SEASON 

Recent  history  of  fire  occurrence  shows  an  expectancy  of  about  3,000  fires  dur- 
ing the  last  6 months  of  the  fiscal  year.  Suppression  of  these  fires  will  require 
the  use  of  many  firefighters  to  construct  approximately  1,000  miles  of  fireline, 
particularly  in  such  critical  areas  as  the  Southeast,  Arizona,  and  New  Mexico. 
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Obligations  during  this  6-month  period  for  the  past  5 years  have  been  as 
follows : 


While  the  5-year  average  is  about  $1.9  million,  this  includes  a low  of  $1.3  million 
and  a high  of  $2.8  million.  The  estimated  obligations  for  the  period  January  1 
to  June  30,  1959,  of  $1,476,371  are  slightly  below  the  average  for  4 years  when 
the  high  year  of  $2.8  million  is  excluded.  This  is  judged  to  be  a conservative 
figure  and  the  final  obligations  for  the  i>eriod  may  vary  depending  on  fire 
weather  conditions  during  the  spring  and  early  summer. 

A.  Fire  control  summary  for  fiscal  year  1959 

The  need  to  spend  the  estimated  $13,500,000  during  fiscal  year  1959  was 
dictated  by  extreme  fire  danger,  increasing  costs  of  doing  business,  and  high 
potential  of  costly  damage  by  fire. 

1,  Large  fires  are  costly. — Comparatively  few  fires  each  year  escape  early  con- 
trol and  spread  to  large  size.  These  few,  however,  are  the  fires  that  cause 
great  damage  and  require  large  sums  of  money  to  suppress.  Examples  of  such 
fires  in  fiscal  year  1959  are : 

(a)  The  Stewart  fire  on  the  Cleveland  National  Forest  in  southern  California 
started  Decembei*  14,  on  a day  of  extremely  high  fire  danger.  The  fire  was  not 
controlled  until  the  evening  of  December  19,  and  burned  36,000  acres  of  na- 
tional forest  and  25,000  acres  of  land  protected  by  the  State.  Maximum  forces 
mobilized  on  the  Forest  Service  portion  of  the  fire  included  1,095  civilians, 
720  Navy  and  Marine  Corps,  32  bulldozers,  32  tank  trunks,  and  10  aircraft. 
Estimated  cost  to  control,  $500,000. 

(ft)  The  Monrovia  fire  on  the  Angeles  National  Forest  started  at  3:30  p.m., 
October  2,  and  was  controlled  October  8.  It  burned  12,640  acres  of  national  forest 
and  2,129  acres  of  other  lands.  Watershed  damage  is  estimated  at  $10  million. 
It  required  635  men,  17  tank  trucks,  and  4 air  tankers  to  suppress.  Total  sup- 
pression cost,  $500,000. 

(c)  The  Monkey  fire  on  the  San  Bernardino  National  Forest  started  at  12:30 
p.m.,  July  8.  It  was  one  of  three  fires  on  that  forest  of  more  than  300  acres  which 
started  within  a 3-hour  period.  Peak  employment  on  the  Monkey  fire : 516  fire- 
fighters ; area  burned,  615  acres ; time  to  control,  101  hours ; fire  declared  out, 
July  29.  Cost,  $175,000. 

(d)  The  Soap  Creek  fire  on  the  Boise  National  Forest  in  Idaho  started  by 
lightning  August  12.  It  was  controlled  August  14  after  burning  800  acres. 
About  500  firefighters  were  employed.  Suppression  cost,  $51,750. 

(e)  The  Found  Creek  fire  on  the  Mount  Baker  National  Forest  in  Washing- 
ton started  by  lightning  in  a rugged,  inaccessible  area.  It  was  discovered 
August  14  and  controlled  August  31.  A maximum  of  312  firefighters  were  em- 
ployed. Four  helicopters  were  used  on  950  flights  carrying  firefighters  and 
3,400  pounds  of  air  freight.  Estimated  savings  by  use  of  helicopters,  $45,000. 
Suppression  cost,  $219,822. 

2.  Fire  danger  uLove  average. — All  western  regions  of  the  Forest  Service  had 
average  to  extremely  high  fire  danger  with  longer  seasons  than  normal.  The 
eastern  regions  had  about  normal  fall  burning  conditions. 

The  severe  drought  of  the  past  several  years  in  southern  California  continued 
through  1958  with  extremely  low  humidities  resulting  in  lower  fuel  moistures. 
In  the  San  Francisco  Bay  area  all-time  heat  records  were  broken  in  December 
and  at  the  same  time  rainfall  since  July  at  various  weather  stations  was  only 
1 to  14  percent  of  normal. 

Utah  and  all  of  the  Great  Basin  area  had  a severe  fire  season  with  low  rain- 
fall and  many  days  of  low  humidities.  In  Oregon  and  Washington  the  1958 
fire  season  is  classed  as  one  of  the  hottest  on  record  and  the  most  severe  since 
1951  and  1952.  In  western  Oregon  the  mid-September-October  period  was  in 
some  respects  the  most  severe  since  1936.  Northern  Washington  forests  were 
more  critical  than  those  farther  south,  it  being  the  driest  season  ever  recorded 


Fi.scal  year  : 


Otligationu 
$1,  657, 123 

1,  606, 446 

2,  875,  863 
1, 342, 615 
2, 026,  881 


Average. 


1,  901,  786 


153 


in  the  Mount  Baker  National  Forest.  This  trend  extended  into  the  Province  of 
British  Columbia  in  Canada,  which  had  one  of  its  most  disastrous  seasons.  The 
season  in  southeastern  Alaska  was  one  of  the  driest  on  record. 

3.  More  fires  and  less  area  burned. — There  were  11,050  fires  in  1958  compared 
with  7,195  fires  in  1957  and  a 5-year  average  of  9,787.  Lightning  fire  occurence 
for  calendar  year  1958  was  the  third  greatest  during  the  past  25  years  and 
exceeded  the  5-year  average  by  33  percent.  Although  the  fire  season  was  more 
severe  than  average,  the  man-caused  fires  did  not  greatly  exceed  the  record 
low  number  for  1957.  A definite  downward  trend  in  man-caused  fires  is  noted 
when  comparing  the  1949-53  average  of  5,900  fires  with  the  1954-58  average 
of  4,500.  This  significant  decrease  is  due,  for  the  most  part,  to  extensive  fire 
prevention  programs  such  as  the  national  cooperative  forest  fire  prevention  cam- 
paign (Smokey  Bear),  “Keep  Green”  organizations,  and  the  increased  emphasis 
on  prevention  by  the  Forest  Service  and  other  protection  agencies  throughout 
the  country. 

The  area  burned  in  calendar  year  1958  was  approximately  120,000  acres  com- 
pared to  141,191  acres  burned  in  1957,  a fire  season  of  lesser  potential,  and  a 
5-year  average  burn  of  244,125  acres.  Part  of  this  favorable  record  can  be 
attributed  to  a less  than  average  number  of  man-caused  fires,  and  part  to  more 
use  of  mechanized  attacks,  including  aircraft.  Fire-control  costs  were  up,  but 
an  outstanding  record  was  made  in  holding  burned  area  and  potential  damage 
to  a minimum. 

4.  Forest  values  increasing. — Potential  losses  from  fire  go  up  as  timber  and 
other  forest  resources  continue  to  increase  in  value.  In  many  States  the  timber 
on  some  lands  is  valued  at  more  than  $2,000  per  acre. 

Watershed  values  vary  greatly  nationwide.  Water  is  practically  priceless  in 
many  interior  parts  of  the  country  and  in  southern  California.  Watershed  cover 
in  the  mountains  of  southern  California  is  valued  at  about  $1,000  per  acre. 

Some  losses  from  fire  can  be  measured  in  monetary  terms,  but  many  more  can- 
not. Demands  on  the  national  forests  continue  to  grow  with  increasing  popula- 
tion. Loss  from  fire  becomes  more  severe  and  less  tolerable  as  resource  use 
becomes  more  intensive. 

Over  10,000  cubic  yards  of  topsoil  and  debris  were  loosened  and  washed  down- 
stream by  a shower  July  29  on  a 90-acre  watershed  that  burned  July  8 during 
the  Monkey  fire  on  the  San  Bernardino  National  Forest  in  southern  California. 
The  debris  closed  a main  highway  and  damaged  several  cars.  Long-range  damage 
cannot  be  accurately  calculated  but  is  known  to  be  great.  When  areas  burn 
that  are  subject  to  erosion  and  also  are  adjacent  to  metropolitan  areas  or  high 
value  agricultural  lands,  resulting  flood  damage  can  be  tremendous. 

5.  Emergency  maiming  required. — The  basic  or  “regular”  fire  oi’ganization  is 
planned  to  meet  most  protection  needs  in  a normal  fire  season  with  average  fire 
danger.  This  organization  is  financed  by  the  national  forest  protection  and 
management  activity.  Fighting  forest  fire  funds  are  used  to  finance  the  extra 
forces  and  facilities  used  to  suppress  fires  and  to  strengthen  the  regular  force 
temporarily  during  periods  when  high  fire  danger  creates  emegency  conditions 
and  for  overtime  work  of  the  basic  or  regular  fire  oganization. 

Emegency  conditions  develop  when  fire  danger  exceeds  the  predetermined 
average  for  which  the  basic  fire  organization  is  planned.  Fire  danger  can  be- 
come critical  during,  preceding,  or  following  the  normal  fire  season  on  any  day  or 
series  of  days  and  may  extend  for  several  weeks  in  some  localities.  In  easier 
years  few  emergency  periods  develop;  in  critical  years,  they  occur  more  fre- 
quently and  for  longer  duration.  Because  they  occur  irregularly  and  often  cannot 
he  foreseen  very  far  in  advance,  the  most  economical  management  requires  orderly 
planned  emergency  buildup  in  forces  on  a temporary  basis.  The  system  developed 
for  emergency  manning  assures  sizable  savings  in  public  expenditures.  During 
relatively  easy  seasons  which  usually  occur  in  one  or  more  regions  of  the  country 
each  year,  costs  are  held  down  by  not  manning  for  peak  loads.  In  bad  fire  years, 
savings  are  made  by  having  available  strong  forces  which  attack  and  control  fast- 
spreading fires  while  they  are  small.  Due  to  the  severity  of  the  1958  fire  season, 
costs  for  emergency  manning  were  high. 

6.  Modern  methods  save  resources  but  cost  money. — The  Quimby  Creek  fire  on 
the  Shasta-Trinity  National  Forest  in  central  California  is  a good  example  of 
the  effectiveness  but  high  cost  of  modern  methods.  It  was  started  by  lightning 
the  evening  of  August  23.  Within  2 hours  four  smokejumpers  were  on  the  fireline. 
By  midnight  2 crew  bosses  and  10  additional  firefighters  had  arrived  by  truck  and 
^oot.  Early  the  following  morning  eight  planeloads  of  fire  retardant  totaling 
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4.1()0  gallons  were  dropped  on  the  fire.  A bulldozer  constructed  one-half  mile  of 
road  to  gain  access  for  tank  trucks.  Although  ony  9 acres  were  burned  the  sup- 
pression cost  was  $11,720. 

For  coini)ai  ison,  a tire  that  started  close  to  the  same  place  in  1926  required  22^ 
hours  to  reach  and  81  days  to  control;  3,880  acres  were  burned  and  costs  were 
.$(>.000  for  supi)ression. 

'riu‘  lIonk(‘y  fire,  although  relatively  small  (615  acres),  was  costly.  Its  iso- 
lated location  and  the  rugged  terrain  prevented  use  of  ground  equipment  such  as 
hiilldoz(‘rs  and  tank  trucks.  Air  tanker  use  cost  $17,516,  which  included  fire 
retardant,  mixing,  and  hire  of  aircraft.  Helicopters  cost  an  additional  $10,202 
for  f(M-rying  men  and  supplies,  recH^nnaissance,  and  patrol.  Air  attack  was  16 
l)erc(>nt  of  the  total  cost  of  control.  Without  it  the  acreage  burned,  suppression 
costs,  and  damage  would  have  been  far  higher. 

During  the  1958  fire  season  air  tankers  applied  67,000  gallons  of  water  and 
1,410,(J(M)  gallons  of  fire  retardant  mixture  on  320  fires.  This  was  nearly  three 
times  the  amount  cascaded  in  1957  on  over  three  times  as  many  fires.  Results 
of  this  use  are  being  thoroughly  analyzed.  It  is  believed  that  the  use  of  fire 
retardants  has  been  a large  factor  in  reduction  of  area  burned  during  the  past 
two  seasons. 

The  greater  strength  of  attack  through  the  use  of  aircraft,  bulldozers,  plows, 
tank  trucks,  and  other  mechanized  equipment  has  prevented  many  small  fires 
from  becoming  large  during  critical  fire  weather. 

B.  Progress  in  fire  control 

Continued  aggressive  efforts  to  improve  financial  management  and  increase 
operating  efficiencies  through  development  of  better  procedures  and  skills  are 
being  exerted  to  help  offset  the  trends  toward  higher  costs. 

1.  National  fire  planning. — The  purpose  of  this  program  is  to  reanalyze  the 
forest  fire  protection  system,  unit  by  unit,  nationwide.  It  is  planned  to  scien- 
tifically restudy  fire  control  based  on  up-to-date  findings  of  research,  new  tech- 
niques, equipment,  and  present-day  forest  values.  It  will  provide  uniform 
nationwide  fire  control  performance  standards  to  meet  current  resource  manage- 
ment objectives.  The  result  should  be  the  best  integrated  system  of  equipment, 
manpower,  methods,  and  facilities  needed  to  meet  these  standards  under  varying 
conditions  of  fuel,  weather,  and  topography.  It  will  provide  a more  accurate 
measure  of  performance  among  fire  control  units  and  a basis  for  equitable  distri- 
bution of  appropriations  to  forest  regions  and  national  forests. 

2.  Better  firefighting  equipment. — A number  of  important  studies  are  in  prog- 
ress to  increase  the  effectiveness  of  equipment  in  fire  control,  varying  from  hand- 
tools  to  aircraft.  Such  items  as  disposable  flashlights,  dry  batteries,  improved 
safety  hats  and  protective  clothing,  and  fireline  trenchers,  are  currently  being 
tested  and  improved  for  fire  use.  Air  tanker  use  is  receiving  continued  study  in 
California,  the  Northwest,  and  Southwest.  Air  tankers  are  being  tested  under 
local  conditions  in  the  Lake  States,  the  Northeast,  and  the  South. 

A fully  equipped  helicopter  organization  for  initial  attack  is  being  tried  on  the 
Selway-Bitterroot  area  in  Montana. 

C.  Cooperators  gave  valuable  aid 

The  military  services  provided  valuable  cooperation  on  many  fires  with  man- 
power, aircraft,  and  ground  equipment. 

Mutual  aid  arrangements  with  neighboring  protection  agencies  were  effective 
in  many  places.  State,  county,  city,  and  Forest  Service  units  worked  closely  and 
often  jointly  on  the  fire  problem.  Many  of  the  major  fires  were  fought  by  the 
combined  efforts  of  all  these  agencies. 

D.  High  price  in  lives  lost 

Thirteen  lives  were  lost  on  fires.  California — three  men  killed  on  three  sep- 
arate fires.  One  man  lost  his  life  when  struck  by  lightning.  Five  men,  all  pilots, 
lost  their  lives  in  airplane  crashes  during  aerial  tanker  operations  on  three 
separate  fires.  Washington — four  men  were  killed  in  an  airplane  crash  on  a 
cargo-dropping  mission. 

All  possible  effort  is  being  directed  toward  more  effective  accident  prevention 
measures  in  this  hazardous  work. 

HISTORY  OP  APPROPRIATIONS  FOR  FIGHTING  FOREST  FIRES 

From  1916  through  1950,  the  Congress  appropriated  each  year  in  the  regular 
appropriations  act  a token  amount  for  fighting  forest  fires  which  was  supple- 
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mented  to  the  extent  required  to  reimburse  actual  expenditures  by  a supplemen- 
tal appropriation  made  after  the  summer  and  fall  firefighting  costs  were  known. 
During  most  of  this  period  current  year  appropriations  were  made  available  to 
meet  prior  year  obligations  when  necessary. 

Beginning  in  fiscal  year  1951  and  continuing  through  1959,  Congress  appro- 
priated amounts  varying  from  $6  million  to  $5  million  in  the  regular  annual 
appropriation  act  for  fighting  forest  fires.  Effective  with  fiscal  year  1958,  the 
entire  amount  available  was  reserved  for  emergencies  to  be  apportioned  for  use 
only  to  the  extent  necessary  to  meet  emergency  conditions.  The  provision  mak- 
ing the  current  year  appropriation  available  to  meet  prior  year  obligations  when 
necessary  was  continued. 

The  following  table  shows  the  status  of  fighting  forest  fires  appropriations 
during  the  period  1951  to  1959 : 


Fiscal  year 

Amount  of 
regular 
appropriation 

Supplemental 
appropriation 
or  estimate 

Obligations  in 
excess  of 
appropriation 
covered  by 
subsequent 
year’s 

appropriation 

1951  ---  - - 

$6, 000, 000 
6, 000, 000 
6, 000, 000 
6, 000, 000 
6, 000, 000 
5,  250,  000 
5,  250, 000 
5,  000, 000 
5, 000, 000 

$591, 429 

1952  

$3, 250, 000 

1953  ---  - 

1954  

4, 500, 000 

1955  

348, 787 
1,921,386 

1956  

5, 250, 000 
6,  500,  000 
3,  850, 000 
8,  500, 000 

1957  - 

1958  - 

550,369 

1959  

SITUATION  IN  FISCAL  YEAR  1959 

For  reasons  already  explained,  expenditures  in  excess  of  the  amount  available 
for  fiscal  year  1959  have  been  made.  These  expenditures  have  been  met  tempo- 
rarily from  other  forest  protection  and  utilization  appropriations,  in  accordance 
with  provisions  of  law  (31  U.S.C.  534).  The  supplemental  estimate  of  $8,500,000 
will  i>ermit  the  return  of  the  borrowed  funds  needed  for  the  purposes  for  which 
appropriated  and  will  provide  $1,476,371  for  estimated  obligations  for  emergency 
firefighting  during  the  period  January  1 to  June  30, 1959. 

(2)  Increase  of  $5,432,200  for  Pay  Act  Increases  Authorized  by  the  Federal 
Employees’  Salary  Increase  Act  of  1958,  Approved  June  20,  1958  (Public 
Law  85-462) 

The  estimate  of  $5,432,200  will  be  provided  by  transfer  from  the  appropria- 
tion “Conservation  reserve  program”  for  fiscal  year  1959.  The  amount  requested 
includes  all  pay  act  costs  in  the  forest  protection  and  utilization  appropriation 
except  those  for  fighting  forest  fires  and  minor  amounts  for  insect  and  disease 
control,  and  are  distributed  as  follows : 


Forest-land  management $4,  326,  000 

Forest  research 1,  003,  400 

State  and  private  forestry  cooperation 102,  800 


Total 5,  432,  200 


Pay  Act  costs  in  all  other  appropriations  are  being  absorbed.  For  all  appro- 
priations, including  permanent  appropriations  and  trust  funds.  Pay  Act  costs  are 
estimated  at  $7,586,698.  In  addition,  increased  salary  costs  for  wage  board  em- 
ployees in  fiscal  year  1959  are  estimated  to  be  $1,598,329,  all  of  which  is  being 
absorbed.  Total  increased  salary  costs,  therefore,  are  $9,185,027,  of  which 
$3,752,827,  or  40.9  percent,  is  being  absorbed. 

Additional  absorption  of  Pay  Act  costs  cannot  be  made  unless  planned  pro- 
grams are  reduced.  There  follow  separate  justification  statements  for  each  of 
the  three  subappropriation  items  on  which  pay  act  costs  are  being  requested. 
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FOKEST-LAND  MANAGEMENT 

This  covers  primarily  protection  and  management  of  the  national  forest^. 
Pay  Act  costs  cannot  be  absorbed  without  substantially  reducing  the  level  of 
currently  planned  program  activities  which  would  create  serious  public  impacts. 
Funds  now  available  for  protection  and  administration  of  the  national  forests 
are  urgently  needed  to  cover  existing  jobloads.  The  use  of  the  national  forests 
is  increasing  each  year,  requiring  additional  personnel  to  handle  increased  job- 
loads.  To  absorb  Pay  Act  costs  would  require  curtailment  in  activities  such  as 
timber  sales,  fire  j)rotection,  recreation  public  use,  range  resource  management, 
soil  and  water  projects,  and  other  important  management  and  development  work 
on  the  national  forests.  To  curtail  this  work  now  would  be  inconsistent  with 

(1)  the  increases  provided  in  1958  and  1959  to  strengthen  these  programs  and 

(2)  the  increase  for  administration  of  timber  sales  being  requested  in  the  1960 
budget  estimates. 

Pay  Act  costs  cannot  be  absorbed  within  currently  available  funds,  and  the 
additional  funds  are  urgently  needed  because  the  national  forests  are  being 
utilized  and  managed  more  intensively  than  ever.  This  expansion  requires 
increased  manpower  facilities,  equipment,  and  supplies.  This  greater  intensive 
management  is  in  the  best  interests  of  the  Nation,  both  from  the  immediate  gains 
being  made  by  revenue  to  the  Treasury  and  in  the  long-term  gain  which  will 
provide  increasing  products  for  use  by  future  generations. 

FOREST  RESEARCH 

The  current  rapid  intensification  of  management  of  forest,  range,  and  water- 
shed lands,  and  increasing  industrial  demands  for  forest  products  have  created  an 
urgent  need  for  research  in  all  aspects  of  forestry.  This  has  been  recognized  in 
recent  years  by  appropriation  increases.  The  legislative  history  of  most  of  these 
increases  includes  specific  problems  to  be  worked  upon.  The  increases  for  fiscal 
year  1959  followed  this  same  pattern. 

The  major  portion  of  the  increase  for  fiscal  year  1959  was  designated  for  needed 
research  facilities  at  specified  locations.  The  remaining  portion  of  1959  in- 
creases was  directed  to  recognized  problems  of  broad  scope  and  significance. 

Pay  act  costs  could  be  absorbed  only  by  termination  of  entire  research  proj- 
ects, some  of  them  underway  for  a period  of  years,  with  consequent  waste  of  in*^ 
vestment,  or  by  failing  to  start  work  or  construct  facilities  for  which  Congress 
has  appropriated  money.  Spreading  absorption  of  the  pay  act  costs  uniformly  to 
all  research  activities  would  reduce  many  operations  to  inefiicient  levels.  Some 
75  to  SO  percent  of  research  funds  are  expended  on  salaries.  To  absorb  the  pay 
act  costs  out  of  the  remainder  would  reduce  many  units  to  ineffectiveness. 

Recent  history  of  increases  for  forestry  research  is  evidence  of  intent  of  the 
Congress  to  strengthen  this  activity.  It  would  be  inconsistent  with  this  intent 
to  propose  that  the  current  program  be  reduced  by  absorbing  pay  act  costs. 

STATE  AND  PRIVATE  FORESTRY  COOPERATION 

Pay  act  costs  for  this  subappropriation  could  be  absorbed  only  through  a 
combination  of  the  following  actions  and  consequences  : 

{a)  A reduction  in  force  of  Forest  Seiwice  personnel  engaged  in  administra- 
tion of  cooperative  programs  with  States  in  forest  fire  control,  forest  tree  plant- 
ing, and  forest  management  and  processing  under  the  Clarke-McNary  Act  of  June 
7,  1924,  and  the  Cooperative  Forest  Management  Act  of  August  25,  1950.  The 
present  administrative  staff  in  the  Washington  office  and  the  nine  regional  offices 
is  now  the  bare  minimum  required  to  give  proper  direction,  inspection,  and  audit 
to  these  cooperative  programs.  Reductions  in  force  would  make  it  impossible  to 
meet  the  administrative  responsibilities  attending  these  programs. 

(&)  Reduction  of  the  matching  funds  provided  to  the  States  for  these  same 
three  cooperative  programs.  Due  to  the  size  and  severity  of  the  Job  facing  them, 
it  is  felt  that  the  States  should  not  be  requested  to  reduce  their  programs  for  the 
purpose  of  absorbing  pay  act  costs  relating  to  the  Federal  administration  of  the 
same  programs. 

(c)  Reduction  in  the  forest  fire  prevention  (Smokey  Bear)  program.  Com- 
mitments have  already  been  made  in  this  camapign  with  the  National  Advertis- 
ing Council  which  cannot  be  canceled  without  serious  curtailment  of  the  nation- 
wide program  to  prevent  forest  fires. 


(d)  Curtailment  of  the  general  forestry  assistance  activity.  The  primary 
contribution  of  the  Forest  Service  to  the  Department’s  program  for  rehabilita- 
tion of  rural  underdeveloped  areas  is  made  through  this  activity.  Any  decrease 
in  the  amount  of  funds  available  for  it  would  reduce  the  Forest  Service  participa- 
tion and  require  a reduction  of  personnel  assigned  to  this  work. 

Mr.  Thomas.  How  much  is  involved  here  with  reference  to  the 
pay  act  increases  ? 

Mr.  McArdle.  $5.4  million,  Mr.  Chairman. 

Mr.  Thomas.  Is  that  by  transfer  ? 

Mr.  McArdle.  Yes,  sir. 

Mr.  Thomas.  And  you  'want  in  your  division  $8.5  million? 

Mr.  McArdle.  Yes,  sir. 

Mr.  Thomas.  For  what  is  the  $8.5  million  ? 

Mr.  McArdle.  That  is  for  the  emergencies  resulting  from  figlit- 
ing  forest  fires  on  federally  owned  lands. 

Mr.  Thomas.  Is  this  a new  program  ? 

Mr.  McArdle.  No,  sir. 

Mr.  Chairman,  would  it  help  the  committee  if  I said  two  or  three 
sentences  on  it?  Mr.  Kirwan  and  Mr.  Jensen  know  about  this 
program. 

Mr.  Thomas.  In  other  words,  you  have  a budget  submission  to 
Congress  of  $8.5  million  ? 

Mr.  McArdle.  Mr.  Chairman,  the  Congress  has  given  the  Forest 
Service  the  responsibility  for  protecting  and  managing  181  million 
acres  of  federally  owned  lands.  This  is  the  bulk  of  the  forest  lands 
owned  by  the  Federal  Government.  Since  1916  Congress  has  made 
a token  appropriation  for  emergency  expenditures  in  fighting  forest 
fires  which  came  up  beyond  our  regular  ability  to  control.  Since 
1951  Congress  has  appropriated  somewhere  between  $5  million  and 
$6  million  a year  for  this  purpose,  and  has  permitted  us  to  come  back 
to  you  for  additional  funds  for  fighting  forest  fires  if  we  got  into 
difficulties,  and  the  weather  and  other  situations  got  beyond  our  ca- 
pacity to  handle  with  the  regular  organization  and  made  it  necessary 
to  employ  additional  people  to  meet  emergency  conditions.  That  is 
our  situation  this  year,  because  we  have  experienced  the  worst  fire 
weather  conditions  that  we  have  had  in  a great  many  years,  par- 
ticularly in  the  Western  States.  In  southern  California  where  a 
large  portion  of  this  money  had  to  be  spent  we  have  had  the  driest 
conditions  that  we  have  had  in  the  past  108  years  of  record.  We 
have  had  half  again  in  1958  as  many  fires — 11,050 — as  opposed  to 
7,195  in  1957. 

Mr.  Thomas.  How  much  are  you  spending  for  fighting  fires  ? 

Mr.  McArdle.  $8.5  million,  Mr.  Chairman. 

Mr.  Grant.  That  is  the  supplemental  request,  Mr.  Chairman.  The 
total,  including  the  money  already  in  the  regular  bill,  would  be  $13.5 
million. 

Mr.  Thomas.  For  insect  and  disease  control  how  much  are  you  re- 
questing ? You  do  not  have  a supplemental  item  for  that  ? 

Mr.  Grant.  No,  sir. 

■ Mr.  Thomas.  And  for  acquisition  on  lands,  you  do  not  have  any- 
thing ? 

Mr.  Grant.  No,  sir. 

Mr.  McArdle.  These  are  only  the  emergency  funds  for  fighting 
fires. 
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Mr.  Thomas.  T believe  Mr.  Kirwan  has  a statement  which  he  would 
lik'e  to  make  at  this  time. 

Mr.  K IK  WAN.  You  come  in  each  year  for  a supplemental;  do  you 
not  ? 

Mr.  McAkdle.  Yes,  sir. 

Mr.  Kikwan.  There  exists  sort  of  an  arrangement  between  the  De- 
lia rt  ment  and  the  committee  in  this  regard. 

M r.  MgArdle.  Y^es,  sir. 

Mr.  K iKWAN.  You  could  not  have  presented  this  in  your  regular 
bill  which  we  finished  about  2 weeks  ago  ? 

Mr.  McArdle.  We  did  not  know  at  that  time  just  what  we  would 
need. 


Mr.  Kirwan.  A^ou  did  not  know  when  you  were  up  here  how  much 
you  would  need? 

IMr.  McArdle.  We  did  know  approximately  how  much  it  would  be, 
Mr.  Kirwan,  but  we  did  not  have  this  deficiency  item  prepared  at 
that  time. 

Mr.  Grant.  There  is  this  further  point,  Mr.  Kirwan:  This  $8.5 
million  is  for  the  fiscal  year  1959 ; whereas  the  items  you  refer  to  relate 
to  the  1960  budget. 

Mr.  Kirwan.  But  you  could  not  have  put  this  request  in  the  regular 
budget  when  you  were  up  here? 

Air.  Grant.  No,  sir;  because  w^e  need  these  funds  prior  to  July  1, 


1959. 


Mr.  Kirwan.  Each  year  you  come  up  for  a supplemental  when  you 
find  out  what  the  cost  is  ? 

Mr.  McArdle.  Yes,  sir. 

Air.  Kirwan.  And  you  come  before  the  Interior  subcommittee  and 
we  allow  that  supplemental  to  go  through  each  year  ? 

Mr.  McArdle.  That  is  correct.  As  you  know,  for  35  years  through 
fiscal  year  1950  Congress  appropriated  a token  amount  of  something 
like  $100,000  each  year  for  emergency  fighting  of  forest  fires,  and  then 
authorized  us  to  come  back  with  a supplemental  request  for  funds  to 
pay  the  actual  amounts  expended. 


INCREASE  IN  FOREST  FIRES 

Mr.  Kirwan.  With  the  trouble  which  you  have  had  in  California 
and  other  States  of  the  West — States  from  the  east  coast  to  the  west 
coast — you  fire  hazards  jumped  up  and  you  had  a lot  of  fires  scattered 
all  over  the  country ; did  you  not  ? 

Mr.  McArdle.  One  of  the  worst  seasons  of  record,  and  a great  deal 
of  it,  was  caused  by  lightning  fires.  We  have  made  substantial  prog- 
ress in  reducing  man-started  nres. 

Mr.  Thomas.  How  much  did  it  cost  you  to  fight  that  big  fire  in 
California  ? 

Mr.  McArdle.  We  had  several  big  ones. 

Mr.  Thomas.  You  had  a big  one  about  3 or  4 weeks  ago;  did  you 
not  ? 

Mr.  Cliff.  The  large  fire  to  which  you  are  referring  was  the  fire  in 
the  Cleveland  National  Forest,  and  that  cost  about  a half  million 
dollars  to  fight. 
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Mr.  Thomas.  Do  you  pay  people  to  fight  fires  and  buy  equipment  ? 

Mr.  Cliff.  We  have  men  hired  in  the  regular  Forest  Service  organi- 
zation for  fighting  fires,  but  when  an  emergency  of  this  kind  arises  and 
it  gets  beyond  the  ability  of  the  regular  organization,  then  we  hire 
extra  men  as  firefighters  to  fight  the  fires. 

Mr.  Thomas.  Excuse  me,  Mr.  Kirwan,  for  interrupting. 

METHODS  OF  FIGHTING  FOREST  FIRES 

Mr.  Kirwan.  With  reference  to  the  method  by  which  they  fight  fires, 
they  have  firefighters  who  jump  from  planes  or  helicopters  with  para- 
chutes ; is  that  correct  ? 

Mr.  McArdle.  Yes,  sir. 

Mr.  Kirwan.  They  use  every  method  that  is  known  including  drop- 
ping water  from  planes  and  every  other  way  which  can  be  thought  of. 
However,  when  they  come  up  before  the  Interior  subcommittee  for  the 
regular  appropriation,  they  do  not  know  what  it  is  going  to  cost. 

Mr.  Thomas.  If  you  and  Mr.  Jensen  are  satisfied  with  the  item, 
very  well. 

Mr.  Kirwan.  I would  say  right  now  that  we  should  give  it  to  them 
and  let  it  go  at  that. 

Mr.  Jensen.  Mr.  Chairman,  this  is  an  item  that  we  cannot  duck. 
The  Forest  Service  has  the  responsibility  of  fighting  these  fires  and  it 
is  ^nari^^g  no  dollars  in  attempting  to  stop  the  fires. 

Mr.  Thom  as.  It  is  a must  item. 

Mr.  Jensen.  They  must  put  the  fires  out  at  the  earliest  possible 
moment,  and  they  have  used  every  method  they  could  very  tvell  use, 
and  every  conceivable  sort  of  a program  that  they  can  devise  to  cope 
with  this  terrible  problem. 

Mr.  Thomas.  Gentlemen,  does  that  satisfy  the  rest  of  you? 

Mr.  Kirwan.  Yes,  sir. 

Mr.  Jensen.  You  had  more  fires  this  last  year  than  you  ever  had 
before  but  the  average  acres  burned  in  each  fire  w^ere  considerably  less 
than  ever  before,  is  that  a fact  ? 

Mr.  Cliff.  That  is  substantially  correct,  Mr.  Jensen. 

Mr.  Jensen.  Did  you  hear  that,  Mr.  Chairman? 

Mr.  Cliff.  We  had  11,050  fires  in  1958  and  the  average  fire  was  held 
to  10.9  acres. 

Mr.  Thomas.  It  is  a wonderful  record  and  we  will  treat  it  that  way. 

Mr.  Boland.  How  much  money  was  provided  in  the  fiscal  year  1959 
budget  for  firefighting  ? 

Mr.  Cliff.  $5  million. 

Mr.  Boland.  It  was  all  used  ? 

Mr.  Cliff.  Yes,  sir. 

Mr.  Boland.  This  $8,500,000  is  to  used  for  the  purpose  of  fighting 
any  fires  which  might  develop  between  January  1,  1959  and  June  30? 

Mr.  Cliff.  No;  that  is  not  quite  correct. 

Mr.  Boland.  I thought  that  is  what  you  said,  for  the  1959  fire 
season  ? 

Mr.  Cliff.  This  $8.5  million  is  to  repay  money  that  has  already 
been  used. 

Mr.  Boland.  This  has  been  used  ? 
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Mi\  Cliff.  This  is  needed  to  pay  the  bills  incurred  from  July  1, 
1058,  up  until  January  1,  1959,  and  to  pay  for  the  firefighting  from 
January  1 until  June  30. 

^fr.  Boland.  How  much  money  of  the  $8.5  million  is  already  com- 
mitted ? How  much  have  you  already  used? 

Mr.  Cliff.  All  but  $1,476,000. 

Mr.  Boland.  Between  now  and  June  30  you  have  a million-and- 
some-odd  thousand  dollars  in  this  emergency  fund  ? 

Mr.  Cliff.  We  will  need  $1,476,000. 

RECEIPTS  FROM  TIMBER  SALES 

Mr.  Jonas.  We  are  appropriating  about  $100  million  a year  for 
the  F orest  Service. 

How  much  do  you  pay  the  Treasury  in  receipts  ? 

Mr.  Cliff.  Our  receipts  this  year  will  be  about  $110  million. 

Mr.  Jonas.  You  bring  in  more  money  to  the  Treasury  than  we 
actually  appropirate? 

Mr.  McArdle.  Mr.  Jonas,  last  year  it  was  only  about  $94  million 
because  of  a slump  in  the  lumber  market  and  this  year  it  will  be  about 
$110  million  and  next  year  about  $130  million. 

Mr.  Jonas.  Could  you  not  attack  that  fire  problem  by  selling  more 
timber  and  reducing  the  fire  hazards  in  the  places  where  you  expect 
them,  or  are  you  working  on  that  ? 

Mr.  Cliff.  We  are  selling  more  timber  each  year.  This  year  we 
expect  to  sell  about  8 billion  board  feet.  Last  year  6.4  billion  board 
feet  were  harvested  from  the  national  forests,  and  next  year,  fiscal 
year  1960,  we  expect  to  sell  10  billion  board  feet  and  actually  cut  about 
Sy^  billion  board  feet. 

Mr.  Thomas.  Thank  you  very  much,  gentlemen.  It  is  nice  to  see 
you.  Come  back  to  see  us. 

At  this  point  will  you  please  insert  in  the  record  how  many  acres 
there  are  in  the  entire  national  forest  system  ? 

What  is  that  figure  ? 

Mr.  McArdle.  181  million  acres. 

Mr.  Thomas.  Thank  you  very  much.  Come  back  to  see  us. 

Mr.  Jensen.  That  includes  Alaska  ? 

Mr.  McArdle.  About  20  million  acres  in  national  forests  in  Alaska. 

Mr.  Thomas.  That  is  a part  of  the  181  million  acres? 

Mr.  McArdle.  That  is  a part  of  the  181  million. 

In  addition  to  the  20  million  acres  of  national  forest  land  there  are 
some  forest  lands  in  Alaska  under  the  jurisdiction  of  the  Interior 
Department. 

Mr.  Thomas.  Thank  you  very  much,  gentlemen. 
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Tuesday,  February  24,  19’59. 

OUTDOOK  RECEEATION  EESOUECES  EEVIEW 

COMMISSION 

WITNESSES 

LAURANCE  S.  ROCKEFELLER,  CHAIRMAN 

FRANCIS  W.  SARGENT,  EXECUTIVE  DIRECTOR 

HON.  CLINTON  P.  ANDERSON  OF  NEW  MEXICO 

HON.  JOHN  P.  SAYLOR,  OF  PENNSYLVANIA 

JOHN  R.  KENNEDY,  ASSISTANT  TO  THE  CHAIRMAN 

CARL  O.  GUSTAFSON,  SPECIAL  ASSISTANT  TO  MR.  ROCKEFELLER 


Program  and  financing 


1959 

presently 

available 

1959  revised 
estimate 

1959  increase 

Program  by  activities;  Inventory  and  evaluation  of  nation- 
wide recreation  resources  (total  obligations) 

$50, 000 

$400, 000 

+$350,000 

Financing'  Approprie.t1on  (new  obligational  authority) 

$50,000 

$400,000 

+$350,000 

Object  classification 


1959 

presently 

available 

1959  revised 
estimate 

1959  increase 

Total  number  nf  permanent  positions 

4 

26 

+22 

Full-time  erjuivalent  nf  all  other  positions 

1 

1 

Average  nnmhe.r  of  all  employees  ... 

3 

8 

+5 

+22 

Number  of  emplnyees  at  end  of  year 

4 

26 

01  Personal  services: 

Permanent  positions  .. 

$16, 600 
9, 000 

$58, 400 
14, 000 
9, 000 

+$41,800 

+5,000 

+9,000 

Positions  other  than  permanent  . . ...  .... 

Other  personal  services 

Total  personal  services.. 

25, 600 
10, 000 
2, 000 

81, 400 

35. 000 
8, 000 
7, 000 

110, 000 
125, 000 

9. 500 

20. 000 

3.500 
600 

+55,800 
+25,000 
+6,000 
+7,000 
+110,000 
+125, 000 
+7, 000 
+10, 800 
+2,800 
+600 

C\9.  Travel  

fl4  Oommnnicatinn  serviees  . ..  .... 

OR  PrintinfT  and  reproduction . _ _ _ 

07  Other  contractual  services  

Rerviees  performed  by  other  agencies 

08  Rupplies  and  materials  . . . ..  

2,  500 
9, 200 
700 

09  Equipment 

11  Grants,  subsidies,  and  eontributions  

15  Taxes  and  assessments 

Total  obligations 

50, 000 

400,000 

+350, 000 

AVERAGE  GRADE  AND  SALARY 

- 

Average  QS  grade  and  salary 

10.6  $8,533 
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Mr.  Tho.aias.  Gentlemen,  it  is  a pleasure  to  have  you  with  us  this 
morning. 

'I  his  is  the  group  on  Outdoor  Recreation  Resources  Review  Commis- 
sion and  we  are  delighted  to  have  with  us  its  very  able  distinguished 
(liairman,  Mr.  Laurance  Rockefeller  accompanied  by  Francis  W. 
Sargent,  K.xecutive  Director;  our  colleague,  Clinton  P.  Anderson  of 
New  Mexico. 

Mr.  Rockefellek.  He  is  coming  as  soon  as  he  can  get  away,  Mr. 
Chairman. 

Mr.  T iiOMAs.  Mdiat  about  our  colleague,  John  P.  Saylor  of  Pennsyl- 
vania and  John  R.  Kennedy,  Assistant  to  the  Chairman  and  Mr.  Carl 
O.  Gustafson,  Special  Assistant? 

Mr.  Rockefeller.  They  and  Mr.  Sargent  are  here. 

Mr.  Thomas.  Do  you  have  a statement  for  us  ? We  will  be  delighted 
to  hear  it. 

General  Statement 

IVlr.  Rockefeller.  Mr.  Chairman  and  members,  we  are  very  grate- 
ful for  this  opportunity  of  coming  and  discussing  our  budgetary  needs 
with  you.  As  you  are  probably  aware,  the  legislation  setting  up  this 
Commission  dates  from  the  28th  of  June,  7 months  ago,  and  funds  of 
$50,000  were  made  available  subsequent  to  that  action. 

We  very  much  need  the  appropriations  which  we  have  requested  in 
the  material  before  you  in  order  to  get  underway,  so  to  speak. 

We  have  succeeded  in  getting  the  full  Commission  finally  appointed 
and  tomorrow  will  be  our  first  full  meeting.  We  are  now  looking  to 
the  2d  of  March  when  Mr.  Sargent  will  be  with  us  on  a full-time 
basis  as  our  Executive  Director. 

In  the  meantime,  with  Mr.  Kennedy’s  help,  we  have  gotten  very 
good  office  space  and  a small  staff.  We  have  started  to  appoint  our 
Advisory  Committee  of  25  and  we  hope  to  consummate  that  at  the 
Commission  meeting  tomorrow.  In  other  words,  we  have  done  pretty 
much  all  we  can  without  getting  the  funds  actually  to  go  to  work 
with.  That  is  why  we  are  very  anxious  to  get  your  questions  and  hope 
to  get  your  approval. 

Mr.  Thomas.  I see.  That  is  a nice  statement. 

ORGANIZATION  OF  THE  COMMISSION 

Mr.  Reporter,  will  you  put  in  the  record  the  statement  on  the  or- 
ganization of  the  Commission  ? 

■ (The  material  follows:) 

Laurance  S.  Rockefeller  today  announced  the  appointment  of  Francis  W. 
Sargent,  44,  of  Massachusetts  as  Executive  Director  of  the  Commission  effective 
March  1, 1959. 

Mr.  Sargent  resigned  yesterday  from  his  position  as  commissioner  of  the 
department  of  natural  resources  of  the  State  of  Massachusetts,  which  he  has  held 
since  1956,  in  order  to  accept  this  new  appointment.  Previously,  he  served  10 
years  as  director  of  marine  fisheries  of  the  State  of  Massachusetts.  In  addi- 
tion to  serving  as  a committee  member  on  State  groups  concerned  with  travel, 
industry,  development,  water  resources,  State  parks  and  forests,  he  was  elected 
chairman  of  the  Atlantic  States  Marine  Fisheries  Commission.  He  was  ap- 
pointed by  President  Truman  as  one  of  the  three  U.S.  Commissioners  to  the  10- 
nation  International  Commission  for  Northwest  Atlantic  Fisheries.  He  is  a 
graduate  of  Massachusetts  Institute  of  Technology  in  1939,  is  married,  has 
three  children,  and  resides  at  Orleans,  Cape  Cod. 
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The  Commission  was  established  by  the  85th  Congress  to  conduct  a nationwide 
survey  of  the  outdoor  recreation  resources  of  the  Nation  and  to  develop  recom- 
mendations for  policies  and  programs  which  will  assure  adequate  quantity  and 
quality  of  outdoor  recreation  opportunities  to  meet  the  needs  of  greater  future 
populations. 

The  Commission  is  scheduled  to  make  its  final  report  to  the  President  and  the 
Congress  by  September  1,  1961. 

Name : Francis  Williams  Sargent.  Born  1915,  married,  three  children. 

Home  address : Orleans,  Cape  Cod. 

College:  Massachusetts  Institute  of  Technology,  graduated  1939. 

War  service:  Entered  Army  March  1942  as  private.  Commissioned  second 
lieutenant,  infantry,  served  as  rifle  company  commander  in  86th  Mountain  Infan- 
try, 10th  Mountain  Division,  Italian  campaign.  Attained  the  rank  of  captain. 
Wounded  twice.  Three  campaign  stars.  Purple  Heart  with  cluster,  Bronze 
Star  Medal  and  Brazilian  Medahlia  di  Guerra.  Released  from  active  duty  1945. 

Governmental  positions : Appointed  director  of  marine  fisheries  by  Governor 
Bradford,  December  1947. 

Elected  chairman  of  Atlantic  States  Marine  Fisheries  Commission  (a  Commis- 
sion consisting  of  all  Atlantic  Coast  States  from  Maine  to  Florida). 

Appointed  chairman  of  a special  labor-management  committee  to  promote  the 
Massachusetts  fishing  industry  by  Governor  Dever. 

Appointed  by  President  Truman  as  one  of  the  three  U.S.  Commissioners  on  the 
International  Commission  for  the  Northwest  Atlantic  Fisheries.  (Said  Com- 
mission consists  of  10  nations — United  States,  Canada,  Denmark,  France,  Ice- 
land, Italy,  Norway,  Portugal,  Spain,  and  the  United  Kingdom.) 

Appointed  chairman  of  a special  labor-management  committee  to  promote  the 
Massachusetts  fishing  industry  by  Governor  Herter. 

Appointed  commissioner  of  the  department  of  natural  resources,  1956. 

Chairman,  Massachusetts  Water  Resources  Commission. 

Chairman  of  Weather  Amendment  Board. 

Member  of  Governor  Furcolo’s  committee  on  vacation  travel. 

Member  of  Governor  Furcolo’s  committee  for  industrial  development. 

Civic  activities : 1953-54,  public  employees  chairman.  Red  Cross ; 1955,  State 
employees  chairman.  Red  Feather;  1954-56  State  employees  chairman.  Heart 
Fund.  Appointed  statewide  chairman  of  the  1956  Massachusetts  mental  health 
fund-raising  campaign. 

OUTDOOR  RECREATION  RESOURCES  REVIEW  COMMISSION 

Chairman : Laurance  S.  Rockefeller,  30  Rockefeller  Plaza,  New  York,  N.Y. 

Executive  Director  : Francis  W.  Sargent. 

Senators : Hon.  Clinton  P.  Anderson,  of  New  Mexico ; Hon.  Richard  L.  Neu- 
berger,  of  Oregon ; Hon.  Henry  C.  Dworshak,  of  Idaho ; Hon.  Thomas  E.  Martin, 
of  Iowa. 

Representatives : Hon.  Harold  R.  Collier,  of  Illinois ; Hon.  Gracie  Pfost,  of 
Idaho;  Hon.  John  Saylor,  of  Pennsylvania;  Hon.  A1  Ullman,  of  Oregon. 

Citizen  members : Samuel  T.  Dana,  professor  emeritus  of  forestry.  University 
of  Michigan,  Ann  Arbor,  Mich. ; Mrs.  Katharine  Jackson  Lee  (Mrs.  Halfdan  Lee), 
Peterborough,  N.  H. ; Bernard  Orell,  vice  president,  Weyerhauser  Timber  Co., 
Tacoma,  Wash. ; Joseph  W.  Penfold,  conservation  director,  Izaac  Walton  League, 
Washington,  D.C. ; M.  Frederick  Smith,  vice  president.  Prudential  Insurance 
Co.  of  America,  Newark,  N.J. ; Chester  S.  Wilson,  attorney,  Stillwater,  Minn. 

Justification  of  the  Estimates 

Mr.  Thomas.  The  justifications  will  be  inserted  in  the  record  at  this 
point. 

(The  justifications  follow :) 

Supplemental  Estimate  of  Appropriation,  1959 

APPROPRIATION  LANGUAGE 

“For  an  additional  amount  for  the  ‘Outdoor  Recreation  Resources  Review  Com- 
mission’, $350,000,  to  remain  available  until  expended.” 
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GENERAL  STATEMENT 

“This  proposed  supplemental  appropriation  is  to  enable  this  newly  created 
Commission  to  initiate  the  inventory  and  evaluation  of  outdoor  recreation  re- 
sources as  directed  by  Public  Law  85-470,  approved  June  28,  1958.  The  Com- 
mission’s report  to  the  President  and  Congress  is  due  not  later  than  September  1, 
1901.”  (Quoted  from  H.  Doc.  58.) 

The  Outdoor  Recreation  Resources  Review  Commission  was  created  as  an 
independent  bipartisan  agency  in  the  executive  branch  of  the  Federal  Govern- 
ment pursuant  to  Public  Law  85-470,  approved  June  28,  1958.  It  is  composed 
of  15  members  appointed  as  follows  : 

(1)  Two  majority  and  two  minority  members  of  the  Senate  Committee  on 
Interior  and  Insular  Affairs,  to  be  appointed  by  the  President  of  the  Senate; 

(2)  Two  majority  and  two  minority  members  of  the  House  Committee  on 
Interior  and  Insular  Affairs,  to  be  appointed  by  the  Speaker  of  the  House ; and 

(3)  Seven  citizens,  one  of  whom  has  been  designated  as  chairman  by  the 
President. 

The  day-to-day  administration  of  the  Commission  is  assigned  to  a full-time 
Executive  Secretary  appointed  by  the  Commission. 

The  specific  functions  provided  by  the  act  are : 

(1)  To  conduct  a nationwide  inventory  and  evaluation  of  outdoor  recreation 
resources  and  opportunities,  directly  and  through  Federal  agencies,  the  States, 
and  private  organizations  and  groups,  utilizing  to  the  fullest  extent  possible  such 
studies,  data,  and  reports  previously  prepared  or  concurrently  in  process  by 
Federal  agencies,  States,  private  organizations,  groups,  and  others ; 

(2)  To  compile  such  data  and  in  the  light  of  the  data  so  compiled  and  of 
information  available  concerning  trends  in  population,  leisure,  transportation, 
and  other  factors  to  determine  the  amount,  kind,  quality,  and  location  of  such 
outdoor  recreation  resources  and  opportunities  as  will  be  required  by  the  year 
1976  and  the  year  2000 ; 

(3)  To  make  direct  payments  to  States  and  transfer  necessary  funds  to 
Federal  agencies  for  carrying  out  such  aspects  of  the  review  as  the  Commis- 
sion may  determine  can  best  be  carried  out  by  the  States,  or  Federal  agencies, 
under  such  arrangements  and  agreements  as  are  determined  by  the  Commission ; 

(4)  To  enter  into  contracts  or  agreements  for  studies  and  surveys  with  public 
or  private  agencies  and  organizations ; 

(5)  To  conduct  public  hearings  and  otherwise  to  secure  data  and  expression 
of  opinion; 

(6)  On  its  own  initiative  or  on  request  of  the  President  or  the  Congress,  to 
prepare  interim  or  progress  reports  on  particular  phases  of  its  review ; 

(7)  To  recommend  what  policies  should  best  be  adopted  and  what  programs 
initiated,  at  each  level  of  government  and  by  private  organizations  and  other 
citizen  groups  and  interests,  to  meet  such  future  requirements; 

(8)  To  present,  not  later  than  September  1,  1961,  a report  of  its  review,  a 
compilation  of  its  data,  and  its  recommendations  on  a State-by-State,  region- 
by-region,  and  national  basis  to  the  President  and  to  the  Congress. 

Section  6(c)  of  Public  Law  85-470  provides  that  the  Commission  shall  cease 
to  exist  not  later  than  1 year  after  presentation  of  its  final  report. 

JUSTIFICATION 

Section  8 authorizes  the  appropriation  of  $2,500,000  to  carry  out  the  purposes 
of  the  act  during  the  period  July  1, 1958,  through  September  1, 1962. 

In  accordance  with  preliminary  studies  of  the  program  the  total  authorization 
is  tentatively  phased  as  follows : 


Provided 

Proposed  supplemental  (this  estimate) 350,  000 

1960  estimate 000 

1961  estimate 300,  000 

1962  estimate 200,  000 


Total  authorization 2,  500,  000 


The  initial  appropriation  of  $50,000  was  made  available  in  the  Supplemental 
Appropriation  Act,  1959,  Public  Law  85-766,  August  27,  1958,  to  enable  the 
Commission  to  meet  and  formulate  its  program.  This  will  provide  for  salaries 
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of  the  Executive  SecretaiT  and  three  employees  on  the  administrative  staff,  per 
diem  for  Commission  members,  and  for  limited  expenses  of  travel,  communica- 
tions, equipment,  etc.  To  date  the  Commission  has  held  three  meetings  to 
formulate  its  program  and  is  now  anxious  to  pursue  the  actual  process  of  inven- 
torying and  evaluating  the  outdoor  recreation  resources  and  opportunities  of  the 
Nation  as  directed  by  Public  Law  85-470. 

Accordingly,  a supplemental  appropriation  of  $350,000  will  be  needed  as  early 
as  possible  during  1959  to  cover  salaries  for  an  additional  staff  of  22  people; 
travel  and  subsistence  expenses  of  members  of  the  advisory  council  while 
attending  an  initial  organization  meeting  as  called  for  in  the  act ; transportation 
and  per  diem  for  the  Commissioners  while  engaged  in  Commission  business; 
expenses  of  staff  members  who  go  into  the  field  to  hold  hearings;  funds  for 
hiring  consultants  who  may  be  called  in  to  supply  specialized  technical  advice 
in  regard  to  compilation  of  data  which  is  not  available  through  Government 
sources. 

Since  this  inventory  involves  obtaining  information  from  all  sections  of  the 
United  States,  many  initial  contacts  as  well  as  followup  will  require  a substantial 
amount  of  money  for  communications. 

While  the  major  portion  of  the  cost  of  printing  and  reproduction  will  come 
later  in  the  program,  there  is  an  immediate  need  for  reproduction  of  certain 
forms  to  be  used  in  inventorying  and  collecting  data.  The  Commission  is 
authorized  to  make  direct  payments  to  the  States  and  to  transfer  necessary 
funds  to  Federal  agencies  to  carry  out  certain  aspects  of  the  review.  Again,  the 
bulk  of  this  cost  will  come  after  July  1,  1959,  but  in  some  instances  a portion 
of  this  work  should  begin  as  soon  as  money  can  be  made  available,  as  the  law 
calls  for  a report  of  its  review,  a compilation  of  its  data,  and  its  recommendations, 
not  later  than  September  1,  1961,  on  a State-by-State,  region-by-region,  and 
national  basis. 

The  General  Services  Administration,  having  agreed  to  perform  such  func- 
tions as  budget,  maintenance  of  appropriation  and  accounting  records,  audit  and 
payment  of  vouchers,  preparation  of  payrolls,  procurement  of  supplies,  personnel 
services,  etc.,  is  to  be  reimbursed  for  these  services  by  the  Commission. 

An  additional  amount  is  needed  for  supplies  and  equipment — typewriters, 
adding  machines,  books,  paper,  and  oflSce  supplies.  Although  space  is  being  pro- 
vided for  the  Executive  Secretary  and  his  staff  by  GSA,  it  is  necessary  to  pur- 
chase certain  items  of  executive  furniture  such  as  desks,  chairs,  conference 
tables,  etc. 

As  the  program  gathers  momentum,  additional  Commission  meetings  will  be 
necessary ; the  advisory  council  is  required  by  law  to  meet  twice  each  year ; addi- 
tional hearings  will  be  necessary ; and  contracts  will  be  let  for  making  certain 
types  of  surveys  and  compilations.  It  is  anticipated  that  approximately  32  more 
people  will  be  added  to  the  staff  in  fiscal  year  1960  to  provide  a maximum  staffing 
of  58  positions. 

Mr.  Thomas.  You  are  seeking  $350,000  as  a deficiency  to  get 
underway. 

You  have  four  employees  now  and  the  additional  funds  will  provide 
for  22  more,  giving  you  on  an  annual  basis  26  total  employees  ? Eight  ? 
Mr.  Eockfeller.  Eight. 

PHASING  OF  AUTHORIZATION 

Mr.  Thomas.  You  say: 

In  accordance  with  preliminary  studies  of  the  program,  the  total  authorization 


is  tentatively  phased  as  follows : 

1959 : 

Provided $50,  000 

Proposed  supplemental  (this  estimate) 350,000 

1960  estimate 1,100,000 

1961  estimate 800,  000 

1962  estimate 200,  000 


Total 2,500,000 
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"^'our  law  expires  when? 

Mr.  IvorKEFELLER.  September  1961.  That  is  when  the  report  is 
snpj)osed  to  he  submitted. 

I’rnrosE  and  functions  of  commission 

Mr.  T no:MAS.  I notice  that  this  says: 

1'()  (‘oinpile  such  (lata  and  in  the  light  of  the  data  so  compiled  and  of  informa- 
tion available  concerning  trends  in  population,  leisure,  transportation  and  other 
factors  to  determine  the  amount,  kind,  quality,  and  location  of  such  outdoor 
reci’(‘ation  resources  and  opportunities  as  will  be  required  by  the  year  1976  and 
the  year  2000 ; 

To  make  direct  payments  to  States  and  transfer  necessary  funds  to  Federal 
agcmcios  for  carrying  out  such  aspects  of  the  review  as  the  Commission  may 
determine  can  best  be  carried  out  by  the  States,  or  Federal  agencies,  under  such 
arrangements  and  agreements  as  are  determined  by  the  Commission — 

and  so  forth. 

That  is  quite  an  undertaking. 

Mr.  Kirwan? 

FEDERAL  EXPENDITURES  ON  RECREATION  PLANNING 

]\lr.  Kirwan.  Wiat  are  Federal  agencies  now  spending  on  recrea- 
tion planning?  Please  get  a complete  statement  for  the  record.  For 
example,  I know  the  National  Park  Service,  which  has  been  planning 
since  1936,  is  now  spending  over  a million  dollars  a year  on  planning’^ 
and  surveys  including : Nationwide  recreation  planning,  $338,000 ; Na- 
tional Park  System  planning,  $310,000;  cooperation  with  States  and 
other  agencies  in  planning,  $246,000.  The  Forest  Service  also  spends 
large  amounts  in  recreation  planning. 

(The  material  requested  is  not  readily  available.) 

Mr.  Kirwan.  I believe  we  should  also  know  what  the  States  are 
now  spending  on  recreation  planning.  Will  you  get  that  for  the 
record  ? 

Mr.  Kockefeller.  Yes,  sir. 

(The  material  requested  is  not  readily  available.) 

ADEQUACY  OF  PRESENT  PLANNING  AND  PROGRAMS 

Mr.  Kirwan.  I think  it  is  misleading  to  have  a sign  reading,  “Mis- 
sion 66”  on  the  approach  to  almost  every  monument  and  park  in  the 
United  States;  is  that  correct? 

Mr.  Rockefeller.  It  is  very  general. 

Mr.  Kirwan.  It  is  misleading  to  them  that  the  Government  is  going 
to  spend  so  much  money  a year  to  complete  this  great  plan  by  the 
year  1966,  where,  as  I understand  it,  the  title  comes  from.  It  covers 
the  period  from  1956  to  1966. 

To  finish  that  it  will  take  almost  $72  million  a year  and  yet  they 
have  budgeted  this  year  only  $47.6  million ; is  that  correct  ? 

Mr.  Jensen.  It  is  around  that;  in  that  neighborhood. 

Mr.  Kirwan.  For  example,  at  a recent  presentation  at  the  Uni- 
versity Club  they  talked  about  what  Mission  66  is  going  to  accomplish. 
Before  they  get  half  done  with  that  mission  here  is  a law  being  cre- 
ated— I am  not  blaming  you  or  anybody  over  there — to  go  out  and  set 
up  another  plan.  That  is  what  this  is. 
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Mr.  Rockefeller.  Are  you  objecting  to  the  way  they  are  doing 
this  or  what  they  are  doing  ? 

Mr.  Kirwax.  I object  to  this.  Just  taking  the  Park  Service,  as  an 
example,  we  can’t  begin  to  afford  what  has  already  been  planned. 
^Vhy  do  we  not  stop  fooling  the  people  ? To  finish  Mission  66  by  1966 
it  will  take  $500  million  or  an  annual  appropriation  of  $72  million. 
All  that  is  in  the  budget  this  year  is  $d7.6  million.  ^Yh.J  do  they  not 
take  the  signs  down? 

Mr.  Rockefeller.  Because  we  are  going  to  use  all  the  information 
we  can  get  from  the  Department  of  the  Interior,  but  what  they  do 
beyond  that  is 

Mr.  Kir  WAX.  That  is  the  point  I mean.  We  have  enough  people 
in  the  Interior  Department  now,  career  men  wdio  entered  the  Depart- 
ment at  21  years  of  age  and  some  of  them  are  now  60,  and  they  could 
turn  aromid  and  tell  you  about  the  recreation  resources  in  coopera- 
tion with  the  States  without  creating  an  agency. 

Mr.  Rockefeller.  We  are  going  to  use  everything  they  have.  They 
lack  the  authority  to  walk  into  the  Department  of  Agriculture  and 
say 

Mr.  I^RWAX.  I know  what  you  are  going  to  do,  but  do  you  not' 
think,  with  all  of  the  experienced  men  in  the  Park  Service  and  the 
other  Federal  agencies,  with  years  and  years  of  plamiing  experience, 
that  they  could  do  what  you  are  starting  out  to  do  ? They  have  all 
that  knowledge. 

Mr.  Rockefeller.  They  do  not  have  the  authority  to  do  it.  They 
represent  one  point  of  view  while  we  are  trying  to  represent 

Mr.  Kirwax.  If  a fellow  could  not  learn  after  50  years  of  service 
what  the  recreation  situation  is  about,  I do  not  know  who  could. 

Mr.  Rockefeller.  You  think  they  are  set  up  to  make  an  objective 
study  that  would  represent  the  best  needs  of  the  American  people? 

Mr.  Kirwax.  I am  not  condemning  you.  If  they  are  not  set  up, 
the  law  should  have  set  them  up.  They  are  the  people  who  know. 
We  have  been  appropriating  about  a million  dollars  a year  for  plan- 
ning and  we  cannot  begin  to  finance  all  the  plans  that  are  on  the  books. 
We  have  a serious  budget  situation  and  yet  here  is  another  request  for 
$2,500,000  for  more  recreation  planning. 

They  are  still  evacuating  people  in  Ohio  in  rowboats  due  to  the 
flood  and  we  are  not  taking  adequate  steps  to  remedy  this  situation. 
I am  going  to  go  to  a meeting  tomorrow  with  Congressmen  and  Sena- 
tors from  the  State  of  Pennsylvania  and  their  Governor  to  find  out 
why  we  do  not  do  something  for  those  two  States,  Ohio  and  Penn- 
sylvania. Here  we  are  proposing  to  spend  more  money  to  find  out 
how  we  can  enjoy  ourselves. 

Mr.  Rockefeller.  We  are  trying  to  make  an  objective,  long-range 
study. 

Mr.  Kirwax.  I am  not  blaming  you. 

Mr.  Rockefeller.  We  do  not  want  to  get  involved  in  local  problems 
or  issues. 

Mr.  Kirwax.  I am  not  blaming  you  but  why  should  Congress  create 
another  agency  ? 

Mr.  Rockefeller.  I think  the  answer  to  this  is  an  objective,  long- 
range  study,  unprejudiced  by  the  limitations  of  a particular  depart- 
ment’s point  of  view. 
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Mr.  K iRWAX.  Every  year  I have  visited  many  of  the  parks  in  this 
c*oiniti-y  and  T know,  without  anybody’s  help,  that  there  is  a need 
for  many  additional  facilities.  They  do  not  have  to  set  up  anybody 
to  (ell  me  what  they  need.  I have  seen  the  problem  with  my  own 
eyes.  Mission  GG  was  undertaken  to  alleviate  this  situation. 

Ml*.  IhK’.KKFETvLER.  As  I Understand  it.  Mission  66  was  to  modernize 
the  national  parks. 

Mr.  K TRAVAX.  Not  to  modernize  them  but  to  put  in  everything  that 
thev  needed. 

Mr.  Roci  CEFELLER.  Any  words  that  you  want  to  use,  but  improving 
the  national  parks. 

Mr.  Ktrwan.  We  have  so  many  agencies  today  concerned  with 
recreation  planning — and  I am  not  blaming  you  people  since  it  is 
Congress  itself  that  is  creating  these  new  commissions,  that  I wonder 
why  we  need  still  another  planning  group. 

Sir.  Rockefeller.  We  hope  to  be  able 

QUES'JnOX  AS  TO  CONSIDERATION  OF  ESTIMATES  BY  INTERIOR  SUBCOMMITTEE 

Mr.  Kirwan.  Why  could  this  not  have  been  submitted  to  our  regu- 
lar committee  for  consideration  ? 

Mr.  Rockefeller.  What  do  you  mean  by  that  ? 

Mr.  Kirwan.  We  just  had  our  hearings  on  the  Park  Service  budget 
for  1960.  M^hy  couldn’t  this  estimate  have  been  handled  in  the  regular 
1960  budget  ? 

Mr.  Rockefeller.  Because  this  has  nothing  to  do  with  the  park 
budget.  We  do  not  want  to  be  dominated  by  Interior. 

Mr.  Kirwan.  You  would  not  become  a tool  of  Interior.  Our  regu- 
lar subcommittee  on  the  Department  of  the  Interior  and  related  agen- 
cies handles  all  recreation  items,  including  the  Forest  Service  and 
independent  commissions. 

Mr.  Rockefeller.  We  are  trying  not  to  subordinate  ourselves  to 
them  or  any  other  Government  group. 

Mr.  Kirwan.  If  this  request  was  deferred  for  review  by  that  sub- 
committee, would  3-months’  delay  hurt  you  any  ? 

Mr.  Rockefeller.  To  get  it  from  Interior  ? 

Mr.  Kirwan.  Yes. 

Mr.  Rockefeller.  Then  we  would  be  beholden  to  them. 

Mr.  Kirwan.  You  would  be  getting  funds  from  the  taxpayers,  not 
from  the  Interior  Department.  Always  keep  that  in  mind.  This 
item  should  be  handled  in  the  regular  1960  bill,  not  in  a supplemental, 
where  it  can  be  considered  in  relation  to  similar  items. 

I am  not  blaming  you  men  across  the  table  but  I am  concerned 
about  how  we  are  spending  Federal  funds.  We  are  appropriating 
large  sums  for  recreation  but  we  are  not  adequately  taking  care  of 
this  flood  situation  where  we  have  women  with  children  in  their 
arms  who  can’t  get  into  their  homes  because  of  5 feet  of  water.  ^ 

Mr.  Rockefeller.  I do  not  question  the  need  for  long-range  studies 
and  advance  planning  to  meet  the  recreational  needs.  That  is  our 
Job 

Mr.  Kirwan.  I would  sooner  see  these  women  and  children  in  their 
own  homes  than  try  to  find  them  in  the  summertime  trying  to  get  into- 
a park. 
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Mr.  Rockefeller.  Obviously  both  things  need  to  be  done.  I would 
not  want  one  to  suffer  because  of  the  needs  of  the  other. 

Mr.  Kirwan.  Mr.  Chairman,  that  is  all. 

Mr.  Thomas.  Mr.  Rooney  ? 

CONTRACT  SERVICES 

Mr.  Rooney.  Wliat  about  this  requested  $110,000  for  contract 
services  ? 

Mr.  Rockefeller.  That  is  on  page  5.  We  hope  to  be  able  to  con- 
tract services  to  business  firms  to  avoid  building  up  an  unnecessarily 
large  staff.  In  other  words,  when  studies  need  to  be  undertaken  we 
hope  to  be  able  to  contract  part  of  that  work  out  rather  than  build 
up  a permanently  large  organization. 

!Mr.  Rooney.  What  firms  do  you  have  in  mind  ? 

Mr.  Rockefeller.  Mr.  Sargent  here,  who  was  recently  in  the  Mas- 
sachusetts Legislature  and  who  got  them  to  agree  to  make  a study  of 
their  future  recreational  needs  looking  20  years  ahead,  will  tell  you 
that  they  employed  a firm  described  as  management  engineers.  You 
know  the  firm ; how  would  you  describe  it  ? 

Mr.  Rooney.  I would  imagine  that  in  view  of  Mr.  Sargent’s  back- 
ground, you  should  not  waste  much  activity  in  the  State  of  Massa- 
chusetts in  this  connection. 

Mr.  Rockefeller.  We  will  not. 

Mr.  Sargent.  As  I did  in  Massachusetts,  we  will  call  on  profes- 
sional help  of  existing  organizations  to  gather  information  to  inte- 
grate and  articulate  it  and  put  it  into  forms  to  be  of  use. 

Mr.  Rooney.  I still  do  not  understand  this,  Mr.  Rockefeller.  I 
am  trying  to  learn  what  sort  of  firms  and  exactly  what  they  would 
do  and  for  how  much. 

Mr.  Rockefeller.  Will  you  tell  us  what  kind  of  firms  were  used 
in  Massachusetts?  I think  that  would  illustrate  my  point. 

Mr.  Sargent.  Actually,  I am  not  on  the  Federal  payroll  yet.  I 
am  still  commissioner  of  Massachusetts  but  I will  be  on  the  payroll 
at  the  end  of  the  week. 

In  Massachusetts  we  were  granted  money  by  the  legislature  to  have 
a study  made  of  proposed  new  areas  for  acquisition.  We  hired  an 
engineering  firm  to  make  that  study  because  they  could  be  more 
objective  than  our  own  employees  could  be,  and  also  we  would  not 
be  building,  as  Mr.  Rockefeller  pointed  out,  a larger  staff. 

Mr.  Rockefeller.  They  spent  $50,000  to  go  into  that  one  job  for 
the  State  of  Massachusetts. 

We  are  here  talking  about  $110,000  from  now  to  the  end  of  the 
year  for  the  entire  United  States.  We  are  now  all  in  this  thing  and 
we  are  feeling  our  way,  but  this  concrete  illustration  seems  to  me 
to  indicate  very  clearly  that  if  this  experience  in  Massachusetts  means 
anything,  $110,000  for  the  hire  of  a management  engineering  firm 
to  keep  us  from  building  an  essential  organization,  it  would  clearly 
be  a minimum  sum  to  get  the  work  started. 

Mr.  Rooney.  How  did  you  arrive  at  the  figure  of  $110,000  ? 

Mr.  Rockefeller.  We  just  took  that.  This  whole  thing  has  to  be 
somewhat  arbitrary.  It  is  what  you  might  say,  commonsense,  if  we 
are  going  to  get  any  large  studies  started,  and  it  would  cost  us  a 
substantial  sum  of  money. 
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EQUIPMENT  AND  TRAVEL 

Mr.  IvooNEV.  Does  the  same  apply  to  these  estimates  with  regard 
to  (‘(|ui j)m(Mit,  $20,000? 

Mr.  K()(’keeeeler.  That  is  correct. 

.Mr.  ItooNEV.  And  with  regard  to  travel? 

Mr.  Kockeeeller.  All  commonsense  applications.  The  figures  are 
from  peo])le  who  have  had  broad  experience  in  this  work  on  other 
commissions  as  to  what  the  expenses  reasonably  might  be.  I would 
like  to  say  that  I think  these  are  very  reasonable  figures  when  you 
til  ink  of  tlie  scope  of  the  job  we  have,  to  get  information  from  all 
of  the  States  and  from  all  of  the  Government  agencies.  We  have 
to  get  it  somehow  from  the  communities,  counties,  and  municipalities 
of  tlie  United  States.  We  have  got  to  gather  that  information  and 
tlien  we  have  to  integrate  and  articulate  it. 

Tt  is  a fantastic  job. 

Mr.  Rooney.  Do  you  have  a breakdown  of  this  figure  of  $20,000  for 
equipment? 

Mr.  Rockefeller.  John,  can  you  speak  to  that  ? 

Mr.  Kennedy.  This  is  estimated  for  perhaps  50  or  60  people.  It  is 
no  larger  than  that. 

Mr.  Rooney.  This  equipment  would  cover  60  people  you  say  would 
be  your  staff  next  year  ? 

SERVICES  TO  BE  AVAILABLE  FROM  GENERAL  SERVICES  ADMINISTRATION 

Mr.  Kennedy.  Yes.  This  will  cover  all  of  the  staff  we  need.  We 
are  doing  it  at  the  lowest  possible  cost.  We  secured  our  quarters  at  no 
cost  whatever.  M^e  are  in  a Government  building  at  Seventh  and  D 
SW.  We  have  taken  up  residence  with  GSA  there,  and  we  are  work- 
ing through  GSA  to  get  reconditioned  furniture,  typewriters,  and 
that  sort  of  thing. 

Mr.  Rooney.  You  seem  to  be  quite  well  tied  in  with  GSA.  As  a 
matter  of  fact,  I see  that  the  GSA  is  going  to  do  your  housekeeping. 

Mr.  Kennedy.  That  is  payroll,  messenger  service,  and  reproduc- 
tion. We  are  going  to  use  their  reproduction  facilities  rather  than 
have  our  own.  They  also  do  some  printing  there.  They  have  a data 
computing  center  that  we  possibly  could  find  very  useful  when  getting 
data  together  for  evaluation. 

Mr.  Rooney.  At  page  3 of  your  justifications,  you  say : 

The  General  Services  Administration  having  agreed  to  perform  such  func- 
tions as  budget,  maintenance  of  appropriation,  and  accounting  records — 

and  so  forth  and  so  on,  is  to  be  reimbursed  for  these  services  by  the 
Commission. 

To  the  extent  of  how  much? 

Mr.  Kennedy.  That  will  vary.  We  have  had  preliminary  discus- 
sions on  that  and  they  do  not  expect  it  to  be  more  than  $25,000  a year, 
provided  we  ask  for  all  of  the  services  indicated  in  our  original 
conversation. 

Mr.  Rooney.  This  sounds  fairly  loose  to  me  as  far  as  planning  is 
concerned. 

That  is  all,  Mr.  Chairman. 
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Mr.  Kockefeller.  May  I say,  sir,  that  the  Commission  is  having  its 
first  meeting  tomorrow  and  the  Executive  Director  is  only  available 
to  us  after  the  first  of  March. 

We  have  clone  the  best  that  we  can  do  intelligently  to  project  oui* 
requirements.  We  are  not  a going  concern.  We  are  now  trying  to 
get  going  and,  therefore,  we  camiot  be  as  precise  nor  as  specific  and 
objective  as  we  can  coming  back  to  you  a year  later,  but  I am  sure 
that  we  need  a little  leeway  to  get  up  speed.  We  are  7 months  along 
and  we  have  only  $50,000  to  take  us  through  Jmie  and,  as  you  can  see 
with  four  meetings  of  the  Commission,  our  office  space  and  staff  prob- 
lems, as  well  as  an  Executive  Director,  we  are  in  pretty  good  shape. 

Mr.  Kirwaxt.  Mr.  Boland  ? 

Mr.  Boland.  Actually  you  have  to  feel  your  way  since  this  is  a 
brandnew  agency  or  a brandnew  development  and  it  does  require  a 
little  guesswork  on  the  part  of  some  of  the  people  as  to  some  of  the 
things  you  will  ask  for. 

All  you  are  trying  to  do  is  to  implement,  I suppose,  the  Public  Law 
which  was  passed  in  the  last  session  ? 

Mr.  Rockefeller.  Exactly. 

Mr.  Boland.  One  of  the  things  that  bothers  me  when  I sit  on  these 
deficiency  hearings  is  whether  or  not  this  is  the  sort  of  thing  that 
could  be  carried  over  until  the  next  fiscal  year,  1960. 

Would  it  really  cripple  the  activities  of  this  new  Commission? 

Mr.  Rockefeller.  Tt  would  do  more  than  that.  As  you  might  say, 
the  activity  would  not  exist.  A"e  would  have  no  ability  to  have  a 
staff  nor  to  function  in  any  of  the  ways  we  anticipate  functioning. 

Mr.  Boland.  I want  to  compliment  the  Commission  for  the  start 
that  it  has  made,  particularly  in  the  appointment  of  its  Executive 
Director. 

I am  from  Massachusetts  myself  and  I know  something  of  the  ac- 
tivities of  the  Natural  Resources  Department  in  Massachusetts  and 
how  it  functioned  under  Mr.  Sargent  and  I also  know  something  about 
his  staff. 

I did  have  a glimmer  of  what  he  did  when  he  was  with  the  other 
services  in  the  marine  and  fisheries  section  in  our  State. 

I think  you  have  started  well  with  an  excellent  Executive  Director 
and  one  who  knows  where  he  is  going  and  how  to  get  there. 

Mr.  Rockefeller.  We  feel  very  fortunate. 

Mr.  Thomas.  Mr.  Jensen? 

PURPOSE  AND  FUNCTIONS  OF  THE  COMMISSION 

Mr.  Jensen.  Mr.  Chairman,  when  the  bill  to  create  this  Outdoor 
Recreation  Resources  Review  Commission  was  before  the  House  and 
after  learning  of  the  purpose  of  this  Commission,  I thought  that  I 
could  see  where  this  Commission  could  be  of  great  service  to  our 
country  and  to  the  lovers  of  the  great  outdoors.  I supported  the  bill. 
I have  not  changed  my  mind. 

However,  I do  agree  that  we  are  spending  an  awful  lot  of  money  to 
furnish  recreation  areas  all  over  America. 

We  did  enter  into  Mission  66  in  all  good  conscience. 

Mr.  Rockefeller.  That  is  only  for  the  national  parks,  sir. 
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Mr.  Jensen.  Yes;  but  the  reason  I supported  the  bill  to  create  thia 
Commission  was  simply  because  of  the  fact  that  I thought  I could 
see  liere  a coordinating  group  of  men  who  would  coordinate  Federal 
activities  in  tliis  field,  men  who  were  not  beholden  to  any  agency  of 
the  Government  and  men  that  were  interested  in  the  great  outdoors 
for  the  benefit  of  the  people.  Up  until  this  time  the  value  of  the  Com- 
mission has  not  yet  been  proved,  of  course. 

Mr.  Rockefeller.  We  are  having  our  first  meeting  soon. 

^Ir.  Jensen.  You  have  not  got  the  program  on  the  road,  so  to 
speak. 

There  are  many  people  who  are  giving  of  their  time  free,  I presume, 
in  working  on  the  Advisory  Board  ? 

Mr.  Rockefeller.  They  will  get  compensated  for  travel.  They  do 
not  get  any  per  diem,  I am  told. 

Mr.  Kennedy.  That  is  correct. 

Mr.  Jensen.  I do  not  know,  Mr.  Chairman,  how  we  can  measure  the 
value  of  this  Commission  up  to  this  time  because  they  certainly  have 
not  had  an  opportunity  to  prove  their  worth. 

As  I said,  I thought  I could  see  in  the  creation  of  this  Commission 
a group  of  men  who  would  be  interested  in  coordinating  all  of  the 
recreation  activities  of  the  country. 

Mr.  Rockefeller.  Is  that  not  exactly  what  we  are  going  to  do  ? 

Mr.  Jensen.  It  is  not  onljr  recreation  activities  in  the  national 
parks,  but  we  have  such  activities  in  the  Forest  Service.  We  have  pri- 
vate activities  that  are  owned  by  private  people  that  I presume  you 
folks  are  working  with  ? 

Mr.  Rockefeller.  All  Government  agencies. 

Mr.  Jensen.  And  private  owners  of  recreation  resorts? 

Mr.  Rockefeller.  We  will  study  those  potentials,  too,  absolutely; 
and  the  State  and  community  facilities.  It  consists  of  Federal,  State, 
county,  and  municipality,  down  to  the  playground.  We  stop  short  of 
the  playground  and  golf  courses.  Everything  else  is  under  our  gen- 
eral review. 

Mr.  Jensen.  I am  sure  that  your  Commission  will  prove  in  years 
to  come  they  are  worthy  of  the  compliments  of  the  people  and  the 
dollars  that  we  will  spend,  because  certainly  the  person  who  is  inter- 
ested in  fishing,  hunting,  and  recreation  of  every  nature  is  generally 
a good,  patriotic  American  citizen. 

Mr.  Rockefeller,  you  may  not  know  it,  but  I have  been  quite  liberal 
in  appropriating  money  for  fish  and  wildlife  and  for  the  national 
parks  for  one  primary  reason : That  is,  there  is  hardly  such  a thing 
as  a child  delinquent  among  children  whose  parents  will  take  them 
hunting  and  fishing  and  to  recreation  areas.  There  is  hardly  such  a 
thing  as  a child  delinquency  problem  among  such  families. 

You  know  there  is  an  old  adage  to  the  effect  that  says,  “Take  your 
boy  hunting  and  you  will  never  have  to  go  hunting  for  your  boy.” 

iVIr.  Rockefeller.  Very  well  put. 

Mr.  Jensen.  That  is  one  primary  reason  why  I and  every  member 
of  the  Interior  subcommittee,  in  the  past  IT  years  now  I have  been 
on  this  subcommittee,  have  been  quite  liberal  in  appropriating  money 
for  those  agencies. 
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I am  going  to  be  for  this  Commission  so  long  as  I know  they  are 
dedicated  to  the  job  and  doing  what  they  set  out  to  do  and  what  the 
bill  provided  for. 

I think  that  is  all,  Mr.  Chairman. 

Mr.  Jonas.  I would  like  to  ask  one  or  two  questions. 

We  are  not  a regular  appropriating  committee,  but  are  just  han- 
dling deficiencies  that  we  cannot  do  without,  or  for  which  we  cannot 
wait  until  the  regular  bills  go  into  effect  after  July  1 ; you  understand 
tliat  ? 

Mr.  Kockefeller.  Yes. 

CURRENT  NEED  FOR  CONTRACT  SERVICES,  ETC. 

Mr.  Jonas.  Looking  at  the  green  sheets,  I see  you  have  $235,000 
under  item  07,  “Other  contractual  services,'’  and  “Services  to  be  per- 
formed by  other  agencies.” 

Could  not  that  wait  until  July  1 ? 

Mr.  Eockefeller.  We  have  to  write  every  State  in  the  Union  and 
ask  them  to  provide  their  help  and  cooperation.  We  hope  that  they 
will  do  it  voluntarily.  We  do  not  know  what  expenses  will  come  up 
and  we  have  to  go  to  every  department  of  the  Government  and  seek 
their  cooperation. 

Mr.  Jonas.  You  will  not  really  be  in  shape  by  June  30  to  enter 
into  contracts  with  the  State  agencies,  will  you  ? 

Mr.  Eockefeller.  The  State  agencies  really  come  after  we  get 
going  with  the  Government  departments.  I think  that  with  the  in- 
formation right  at  hand,  we  do  not  know  how  much  the  States  or 
these  departments  are  going  to  seek  to  bill  us.  We  are  going  to  keep 
it  at  an  absolute  minimum. 

Mr.  Thomas.  I would  not  want  to  argue  with  him. 

Mr.  Eockefeller.  We  are  going  to  have  to  pay  some  of  them  some- 
thing. It  seems  to  me  that  if  they  do  something  for  us  that  they  have 
not  done  for  themselves,  or  should  not  have  to  do  for  themselves,  it 
is  only  reasonable  we  pay  them  something.  We  are  presumably 
going  to  have  to  pay  some  of  these  Government  departments  some- 
thing and  some  of  the  States  something.  We  are  going  to  have  to 
get  the  help  of  management  engineering  firms  to  help  us  correlate, 
integrate,  and,  as  I said,  communicate  the  information  which  is  going 
to  be  vast,  that  we  get. 

These  figures  here,  to  me,  and  as  a matter  of  commonsense  and  past 
experience 

Mr.  Thomas.  You  think  these  figures  are  just  about  as  little  as  you 
can  possibly  get  started  on  ? 

Mr.  Eockefeller.  Absolutely. 

Mr.  Thomas.  Thank  you  very  much  for  coming  in  to  see  us,  Mr. 
Eockefeller,  and  your  staff. 

I see  that  we  now  have  our  distinguished  colleague  with  us,  Mr. 
J ohn  P.  Saylor  from  the  free  State  of  Pennsylvania. 

Would  you  like  to  make  a little  speech,  Mr.  Saylor  ? 

Mr.  Eockefeller  has  already  talked  us  out  of  a whole  lot  of  money. 

Mr.  Saylor.  If  he  has  talked  you  out  of  it,  I do  not  want  to  disturb 
things. 

Mr.  Thomas.  We  are  delighted  that  you  came  in. 
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Ml*.  Saylou.  I Clin  just  say  to  the  members  of  this  committee  that 
Mv.  I tockefeller,  as  cliairman  of  the  Commission,  has  started  in  very 
|)rom|)tly  and  is  striving  to  see  to  it  that  this  Commission  will  do  its 
job  within  t he  time  specified  and  then  get  out  of  business. 

Mr.  Thomas.  IVe  thank  you  vei*y  much. 

Mr. ,]  EXSKX.  One  question. 

FU'I'UKE  VALUE  OF  WORK  OF  COMMISSIOX 

Do  you  think  tliat  this  Commission,  when  the  history  is  written  on 
the  job  tliis  Commission  has  done,  that  they  will  have  saved  us  money 
over  all,  with  this  program? 

Mr.  Sayi.or.  I think  that  the  Commission  will  have  saved  more 
than  the  amount  of  money  that  wdll  be  appropriated  for  it  and  other 
agencies  of  Government. 

Mr.  Je  xsEN.  Better  recreation? 

Mr.  Say^ix)r.  And  we  will  have  better  recreation  for  the  people  of 
the  countiy. 

Mr.  Jexsex.  You  really  believe  that? 

Mr.  Saylor.  I sincerely  do.  I believe  that  because  I thought  that 
when  I introduced  one  of  the  original  bills,  and  I really  believe  it, 
or  I would  not  be  here  telling  you  that. 

Mr.  Jensex.  Off  the  record. 

(Discussion  off  the  record.) 

]Mr.  Thomas.  Thank  you  for  coming  in  to  see  us,  gentlemen.  It 
is  nice  to  see  you  all  and  thank  you  for  your  presence  here.  We  are 
delighted  and  honored  to  have  had  you. 
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HON.  WARREN  G.  MAGNUSON,  ACTING  CHAIRMAN,  AND  U.S. 
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Program  and  financing 


1959 

presently 

available 

1959  revised 
estimate 

1959  increase 

Program  by  activities:  Study  of  rail  an  1 highway  route  (total 
obligations)  _ _ - 

$50, 968 
-18,  605 

$172,  968 

-18,  605 
+78, 000 
+7,  637 

+$122, 000 
+78, 000 

Financing: 

Unobligated  balance  brought  forward.  . _ . . . 

Unobligated  balance  carried  forward 

Unobligated  balance  no  longer  available.  ... 
Appropriation  (new  obligational  authority)  

+7,  637 

40,  000 

240,  000 

+200,  000 
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Object  classification 


1959  pres- 
ently 
available 

1959  revised 
estimate 

Increase 
(-f)  or  de- 
crease (— ) 

01  Personal  services  - - 

$25, 256 
12, 562 
1,124 
609 
9,  291 
384 
350 
1,392 

$25, 256 
7,312 
1,124 
609 
136,  541 
384 
350 
1,392 

02  Travel  _ __  - --  

-$5, 250 

04  Communication  services _ . 

06  Printing  and  reproduction  _ 

07  Other  contractual  services, ___  . . _ 

08  Supplies  and  materials..  _ ..  ..  

-H27, 250 

09  Equipment ._  ..  ..  _.  

11  Grants,  subsidies,  and  contributions  _ . . 

Total  obligations . _ 

50,  968 

172, 968 

+122, 000 

Total  number  of  permanent  positions  . _ 

Average  number  of  all  employees.  

Number  of  employees  at  end  of  year..  . _ _ 

Average  salary  of  ungraded  positions . 

4 

3 

4 

$9, 327 

4 

2 

2 

$10, 202 

2 

2 

2 

$11,817 

Mr.  Thomas.  Gentlemen,  the  next  item  for  the  consideration  of 
the  committee  is  the  Alaska  International  Kail  and  Highway  Com- 
mission which  is  ably  represented  this  afternoon  by  three  of  our 
personal  friends  and  colleagues,  the  Hon.  Warren  G.  Magnuson, 
acting  chairman,  and  senior  Senator,  from  the  State  of  Washington, 
together  with  the  Hon.  Kussell  V.  Mack,  wdio  is  the  high  ranking 
man  on  the  Public  Works  Committee;  then  there  is  our  friend,  the 
Honorable  B.  F.  Sisk,  a Member  of  Congress  from  the  State  of  Cali- 
fornia, who  is  well  and  favorably  known,  and  who  carries  a big  part 
of  the  load  with  reference  to  the  many,  many  veterans’  programs.  He 
is  an  able  and  distinguished  Member  of  the  House. 

Then  we  have  Mr.  Carl  L.  Junge,  who  is  the  Executive  Director. 

At  this  point  in  the  record  we  will  insert  the  appropriate  pages  of 
the  justifications. 

(The  pages  referred  to  follow :) 

Alaska  International  Rail  and  Highway  Commission 


Request $200,  000 

Appropriation  to  date 40,  000 

Obligations  to 0 

Expenditures  to 0 

Budget  estimate  next  fiscal  year 0 


Employment : 

Average  number  current  appropriation 2 

Number  involved  this  estimate 0 

Actual  employment 2 


37458—59 


12 
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PURPOSE  AND  NEED  FOB  SUPPLEMENTAL  FUNDS 

Public  La\y  884,  84th  Conprress,  approved  August  1, 1956,  established  an  Alaska 

Highway  Commission  and  authorized  $75,000,  of  which 
$00,000  was  appropriated,  available  until  September  1,  1958.  The  Commission 
stiirted  work  in  October  1957.  Public  Law  85—601  extended  the  life  of  the  Com- 
mission 18  months  to  March  1,  1960,  and  increased  its  authorization  to  $300,000, 
of  which  .$40,000  was  appropriated  on  August  27,  1958  (Public  Law  85-766). 

It  is  estimated  that  $200,000  will  be  required  to  contract  with  a nationally  rec- 
ognized re.search  organization  to  conduct  an  economic  study  of  the  area,  review 
its  conclusion.s  and  submit  the  final  report  to  the  Congress,  relating  to  additional 
transport  needs  between  continental  United  States  and  Alaska.  It  is  expected 
that  the  Commission  will  request  a short  extension  to  make  up  for  the  delay  in 
executing  the  study  contract. 

JUSTIFICATION 

The  Commission,  consisting  of  five  members  of  the  Congress,  four  members 
from  the  executive  branch  (Army,  State,  Commerce  and  Interior),  and  three 
members  from  the  general  public  (one  from  Alaska  and  one  from  the  Pacific 
Northwest),  are  making  a thorough  and  complete  study  of  the  economic  and 
military  advantages  of  additional  highway  and  rail  transportation  facilities  be- 
tween the  United  States  and  central  Alaska,  in  relation  to  the  economic  benefits 
to  be  derived  therefrom  by  the  United  States,  Canada,  and  Alaska,  and  deter- 
mining the  most  feasible  routes  connecting  coastal  parts  and  the  cities  with  such 
facilities.  The  Commission  is  authorized  to  cooperate  with  Canadian  and  Pro- 
vincial officials,  such  meetings  tp  be  arranged  by  the  Department  of  State,  and 
to  cooperate  with  any  commission  or  similar  body  appointed  for  such  purpose 
by  the  Dominion  or  Province  Governments. 

Public  Law  884,  84th  Congress,  was  approved  on  August  1,  1956.  Appoint- 
ment of  its  members  was  delayed  until  late  in  the  first  session  of  the  85th  Con- 
gress, so  that  the  organizational  meeting  of  the  Commission  was  not  held  until 
July  30,  1957.  A small  administrative  staff  was  appointed  early  in  October. 
Offices  were  established  at  718  Jackson  Place  NW. 

The  Commission  met  in  Seattle  on  November  4,  1957,  and  in  Washington, 
D.C.  on  February  4,  1958.  The  Commission  has  met  twice  with  Dominion  of 
Canada  officials  in  Ottawa.  A working  level  meeting  in  August  1957  with  of- 
ficials of  the  Department  of  Northern  Affairs  and  Natural  Resources  resulted 
in  an  offer  to  furnish  basic  data,  maps,  charts,  and  aerial  photographs.  A meet- 
ing between  Commission  officers  and  the  Canadian  Foreign  Minister,  the  Hon- 
orable Sidney  Smith,  and  his  ministers  in  January  1958  resulted  in  an  expres- 
sion of  good  will  and  a genuine  desire  to  cooperate. 

In  answer  to  the  United  States  request  that  Canada  establish  a comparable 
group  to  the  Commission,  the  Foreign  Minister  explained  that  such  action  would 
not  be  appropriate  at  that  time.  Instead,  they  have  established  an  interminis- 
terial  body  consisting  of  deputies  from  every  interested  department,  headed  by 
Mr.  Cleveland,  Department  of  External  Affairs,  which  has  been  designated  the 
Inter-Departmental  Committee.  Most  of  these  deputies  who  are  members  of  this 
committee  were  present  at  the  Ottawa  meeting  and  are  already  working  on 
resources  and  transport  matters  in  the  north  country. 

Since  October  1957,  the  staff  has  collected  from  various  civilian  and  Govern- 
ment sources  in  both  the  United  States  and  Canada,  a large  number  of  documents, 
reports,  studies,  and  maps  relating  to  the  area  of  interest  to  the  Commission. 
These  data  have  been  published  in  a bibliography  listing  the  title,  location,  scope, 
and  author  of  these  various  documents.  This  was  followed  by  a second  edition 
listing  additional  documents  suggested  to  the  Commission  by  the  recipients  of  the 
first  bibliography. 

The  Commission  has  met  with  two  groups  of  Province  officials.  On  November 
5.  1957,  the  Honorable  William  Bennett,  Premier  of  British  Columbia,  invited 
the  members  to  Victoria  to  meet  with  him  and  many  of  his  ministers.  He  was 
frank  in  his  discussion  of  plans  for  industrial  and  transport  development  in  the 
Province.  He  extended  an  offer  of  cooperation  and  hoped  they  might  work  with 
and  assist  the  Commission  in  its  work.  The  Honorable  Gordon  Taylor,  Minister 
of  Highways,  Alberta,  appeared  before  the  Commission  on  February  4 in  Washing- 
ton to  present  a brief  on  Alberta  transport  capabilities.  At  its  meeting  in  Novem- 
ber 1957,  the  Commission  determined  the  advisability  of  ascertaining  the  location, 
availability  and  extent  of  resources  in  western  Canada  and  Alaska,  the  ex- 
ploitation of  which  would  be  dependent  upon  improved  or  additional  transport 
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facilities.  The  Commission  further  determined  the  need  for  market  research 
to  forecast  the  competitive  position  in  world  markets  of  such  resources  now  and 
until  1980,  and  the  advisability  of  having  this  research  study  performed  by  an 
independent  organization.  As  a result  of  this  decision,  the  Commission  extended 
an  invitation  to  nationally  known  research  firms  and  in  response  thereto  received 
18  proposals. 

The  staff  provided  guidance  to  these  research  organizations,  made  a thorough 
and  impartial  study  of  all  proposals  and  recommended  to  the  chairman  and  the 
Commission  the  organization  that  appeared  to  be  most  capable  to  conduct  such  an 
economic  and  engineering  study.  The  Commission  met  on  July  29,  1958  and 
approved  the  selection  recommended  by  the  chairman. 

Public  Law  85-601,  approved  August  8,  1958,  extended  the  life  of  the  Com- 
mission to  March  1,  1960,  and  increased  funds  authorized  to  be  appropriated  to 
^300,000  to  enable  the  Commission  to  employ  the  services  of  a research  organiza- 
tion by  contract  and  complete  its  task.  Of  this  amount,  $40,000  was  appropriated 
for  fiscal  year  1959,  which  precluded  execution  of  the  contract  and  resulted  in 
the  deactivation  of  the  staff  and  closing  the  office  on  September  1,  1958.  A skele- 
ton staff  was  reestablished  on  November  15,  in  preparation  for  resumption  of  full- 
scale  operations  early  in  1959. 

The  revised  estimate  provides  for  personal  services,  travel  and  subsistence, 
communications,  supplies  and  fees  in  payment  for  services  to  conduct  the  economic 
and  engineering  study.  Since  lack  of  appropriated  funds  to  date  precludes  the 
execution  of  the  study  contract  (estimated  at  $135,000),  the  Commission  will  re- 
quest the  Congress  to  extend  the  time  to  make  up  this  delay.  The  extension  is 
imperative  because  of  the  inability  of  the  contractor  to  complete  the  study 
in  less  than  12  to  14  months  from  the  time  funds  may  become  available.  The 
Commission  will  require  2 months  to  correlate  the  economic  and  defense  aspects 
of  the  study  and  approve  the  final  report  to  the  Congress.  This  extension  may  be 
accomplished  within  the  $300,000  presently  authorized  because  of  reduced  cost 
of  staff  services.  The  request  for  no-year  appropriation,  with  funds  available 
until  expended  is  desirable  because:  it  is  difficult  to  determine  in  which  fiscal 
year  the  study  contract  may  be  executed ; and  it  is  virtually  impossible  to  forecast 
exactly  when  travel  and  subsistence  funds  may  be  required.  Because  this  is  a 
one-time  limited  project,  it  is  urged  that  in  the  interest  of  sound  programing,  this 
request  be  included  in  the  fiscal  year  1959  supplemental  appropriation. 

Mr.  Thomas.  Gentlemen,  do  all  of  you  have  a statement  for  the 
committee  ? 

If  so,  we  shall  be  delighted  to  listen  to  you. 

General  Statement 

Senator  Magnuson.  Mr.  Chairman  and  members  of  the  committee, 
we  have  a very  short  statement  which  I will  give  on  behalf  of  all  of  us, 
and  which  we  hope  will  justify  our  request  for  the  $200,000  authorized 
to  be  appropriated  by  Public  Law  85-601,  which  was  approved  August 
8, 1958. 

Mr.  Thomas.  It  was  August  1, 1956 ; was  it  not  ? 

Senator  Magnuson.  No  ; August  8, 1958,  Mr.  Chairman. 

Mr.  Thomas.  That  is  when  you  had  some  appropriations,  I think 
the  act  was  created  August  1, 1956 ; was  it  not  ? 

Senator  Magnuson.  That  is  right. 

The  future  growth  of  Alaska  depends  on  the  successful  development 
of  her  resources.  Unfortunately,  the  bonanza  of  the  Klondike  does 
not  fairly  represent  Alaska’s  mineral  wealth.  The  natural  resources 
of  Alaska  are  the  basic  industrial  raw  materials  which  are  valued  in 
terms  of  cents  per  ton,  rather  than  in  dollars  per  ounce.  If  Alaska 
is  to  have  a healthy  economy,  it  must  have  the  transportation  facilities 
to  connect  her  resources  to  their  markets,  facilities  comparable  in 
capacity  to  those  serving  industrial  communities  in  any  other  State  in 
the  Union. 
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T1h‘  Alaslca  International  Rail  and  Highway  Commission  is  directed 
to  inak(‘  ii  thoron^li  and  complete  study  of  the  need  for  additional  rail 
and  lii^diway  transportation  facilities  connecting  the  United  States 
with  cent  ral  Alaska,  to  determine : first,  economic  and  military  advan- 
tage's; second,  the  most  feasible  and  direct  routes  relating  to  the  eco- 
nomic l)enefits  to  tlie  continental  United  States,  Canada,  and  our  new 
State'  of  Alaska  ; and  third,  the  most  feasible  feeder  routes  connecting 
(•e)ast al  poi*ts  with  those  facilities. 

This  task,  vital  to  the  industrial  development  of  northwest  North 
Anie*i-ica,  will  be  accomplished  by  employing  a recognized  research 
organization  to  conduct  an  economic  study  of  this  area.  The  loca- 
tion, availability,  and  extent  of  resources,  dependent  upon  transport 
facilities  for  development,  will  dictate  the  type  and  location  of  rail- 
roads or  highways.  Not  until  these  data  are  tabulated  and  analyzed 
will  transportation  needs  be  assessed  and  recommended  to  the  Congress. 

I^uhlic  Law  85-601,  approved  August  8,  1958,  increased  funds  au- 
thorized to  be  appropirated  to  $300,000,  to  pay  for  the  economic  study 
and  other  expenses  authorized  by  the  act.  Only  $40,000  of  this  amount 
was  appropriated  in  1958,  which  precluded  execution  of  the  study  con- 
tract and  resulted  in  deactivation  of  the  staff  and  closing  the  office  on 
September  1,  1958.  Because  of  this  delay,  several  Commission  mem- 
bers and  I have  introduced  legislation  to  extend  the  life  of  the  Com- 
mission to  June  30,  1961. 

I might  state  there  that  part  of  the  delay  was  caused  by  a delay 
in  appointing  the  Commission  after  the  law  was  passed,  which 
amounted  to  about  a year. 

Mr.  Thomas.  Senator,  will  you  please  pardon  me  for  just  one 
minute  ? 

March  1, 1960,  is  your  deadline ; is  it  not  ? 

Senator  Magnuson.  Yes,  sir. 

Mr.  Thomas.  Do  you  have  legislation  now  pending  to  extend  it 
16  months? 

Senator  Magnuson.  I might  say  in  all  probability  I think  it  will 
be  approved  by  both  the  executive  departments  and  I am  quite  sure 
the  Congress  will  approve  it. 

Mr.  Thomas.  Well,  you  have  13  months  to  go  anyway. 

Senator  Magnuson.  Yes,  sir;  because  we  lost  a whole  year  by  the 
delay  in  making  the  appointments. 

It  is  estimated  that  funds  presently  authorized  will  be  sufficient  to 
support  the  economic  study  and  all  other  activities  of  the  Commission 
during  the  extended  period.  This  is  possible  because  the  research 
completed  in  1958  has  allowed  a reduction  in  staff  services  for  the 
extended  life  of  the  Commission. 

I urge  that  the  entire  $200,000  which  has  been  authorized,  be  appro- 
priated to  enable  the  Commission  to  complete  its  assigned  task  and 
make  its  report  to  the  Congress. 

This  completes  my  prepared  statement.  Detailed  information  on 
additional  transportation  facilities  to  Alaska  is  attached  to  copies 
of  my  statement,  which  you  may  wish  to  incorporate  into  the  record. 
Thank  you,  Mr.  Chairman  and  members  of  the  committee,  for  this 
opportunity  to  present  justification  for  this  appropriation. 

Now,  I want  to  say  this,  and  I can  put  it  in  simple  terms : 

In  a very  tight  budget  we  have  estimated  that  even  if  our  life  of 
13  months  expires  we  still  need  the  $200,000  to  do  what  we  want  to  do. 
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Mr.  Thomas.  You  would  spend  the  $100,000,  including  $60,000  for 
this  year,  and  $40,000  for  next  year  ? 

Senator  Magnuson.  We  have  an  entire  budgetary  item 

NUMBER  OF  PERSONNEL 

Mr.  Thomas.  How  many  jobs  do  you  have?  You  have  four  jobs, 
do  you  not  ? 

Senator  Magnuson.  I will  ask  Mr.  Junge  to  answer  that  question. 

Mr.  Junge.  We  now  have  two  positions  filled. 

Mr.  Thomas.  For  “Travel”  you  have  $12,000,  for  “Printing  and 
binding,”  $1,000,  and  for  “Other  contractual  services,”  $9,000,  and  you 
want  to  jump  that  up  this  year  to  $136,000. 

CONTRACTUAL  SERVICES 

Who  are  these  experts  you  are  hiring  ? 

Senator  Magnuson.  May  I say  what  we  did?  The  Commission 
after  two  meetings — some  in  the  field  and  in  Washington — decided 
to  make  this  economic  study  as  directed  by  Congres  under  the  act, 
and  that  we  would  farm  it  out,  so-called. 

We  asked  many  reliable  research  organizations  in  the  United  States 
to  submit  proposals,  and  they  all  included  a cost  estimate.  These 
were  thoroughly  analyzed  and  it  was  finally  decided  as  to  the  one  which 
would  make  the  study. 

Mr.  Thomas.  How  much  are  you  paying,  or  how  much  would  it 
cost  ? 

Mr.  Junge.  The  original  cost  estimate  was  $118,000,  and  the  Com- 
mission determined  to  add  a contingency  fund  of  10  percent,  run- 
ning the  total  to  approximately  $135,000. 

Mr.  Thomas.  You  have  $136,541. 

Mr.  Junge.  Yes,  sir;  including  other  contractual  items. 

SCOPE  OF  STUDY 

Mr.  Thomas.  What  will  this  economic  study  cover?  You  referred 
to  it  as  a complete  study.  You  characterize  it  and  say  it  will  be  a 
thorough  and  complete  study.  Those  two  words  mean  everything. 

What  are  the  economic  and  military  advantages  of  additional 
highway  and  rail  transportation? 

Senator  Magnuson.  fere  are  the  10  points  the  Commission  sug- 
gested they  cover  in  the  report : 

One  is  the  capability  and  the  economics  of  the  existing  and  planned 
transportation  facilities  between  Alaska  and  the  United  States,  and 
anticipated  improvements  therein  between  now  and  1980. 

Two,  the  location,  availability  and  volume  of  resources  whose  eco- 
nomic exploration  is  dependent  upon  improved  or  additional  trans- 
portation facilities  between  the  United  States  and  Alaska,  and  the 
intervening  areas. 

Mr.  Thomas.  Senator  Magnuson,  may  I interrupt  you  just  one 
more  time? 

Of  course,  your  justification  very  clearly  sets  it  out  that  regard- 
less of  your  planning  and  your  study,  if  you  do  not  do  some  business 
with  Canada,  you  do  not  do  too  much  business.  Therefore,  you  have 
already  had  some  meetings  with  the  Canadian  officials? 
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Senator  Magnuson.  I want  to  say  for  the  record  we  have  had 
meetings  with  officials  of  the  Province  of  British  Columbia,  the 
Premier  and  all  of  his  Cabinet,  and  a subcommittee  was  selected  by 
the  Commission  to  go  to  Ottawa  and  has  been  there  twice,  and  there 
have  been  two  other  occasions. 

We  met  with  the  Minister  of  External  Affairs,  and  all  of  the  parlia- 
mentary groups  up  there  involved,  and  they  are  giving  us  every  co- 
operation. In  fact,  they  are  going  to  help  us  with  this  study  and 
give  us  tlie  benefit  of  all  the  reports  and  their  help  and  everything 
else  that  they  can. 

ADEQUACY  OF  AUTHORTTY 

Mr.  Thomas.  Your  total  authorization  is  $300,000. 

Do  you  think  you  can  live  within  this  $300,000  authorization  even 
if  your  act  is  extended  another  16  months? 

Senator  Magnuson.  Yes;  but  I want  to  point  out  if  it  is  extended, 
which  we  think  we  will  be  able  to  do,  we  still  do  not  want  any  more 
money.  I think  we  can  do  a better  job  during  the  extended  period 
because  of  the  seasonal  aspects  and  everything  involved.  As  you 
know,  they  will  have  to  go  up  there  this  summer  and  they  can  only 
be  there  on  the  spot  at  certain  times.  They  may  have  to  delay  some 
of  this  field  work  until  next  summer.  We  do  not  want  any  more 
money  regardless  of  whether  the  act  is  extended  or  not. 

NEED  FOR  UTILIZATION  OF  CONTRACT  SERVICES 

Mr.  Kirwan.  The  Interior  Department  has  been  looking  after 
Alaska  since  we  bought  it. 

Senator  Magnuson.  Yes,  sir. 

Mr.  Kirwan.  There  were  only  a relatively  few  agencies  in  the  Gov- 
ernment years  ago,  and  one  of  them  was  the  Interior  Department.  I 
believe  it  is  the  oldest  of  them. 

Senator  Magnuson.  Yes,  sir. 

Mr.  Kirwan.  The  Interior  Department  knows  every  bit  of  Alaska. 

Senator  Magnuson.  Yes,  sir. 

Mr.  Kirwan.  Why  do  you  want  to  hire  an  outside  outfit  to  make 
the  survey  ? Canada  will  not  appropriate  special  funds  for  this  pur- 
pose. Canada  said  “Ko,  sir;  we  are  going  to  use  our  own  engineers,”^ 
but  we  have  to  go  out  and  hire  private  engineers  while  we  have  7000 
engineers  in  the  Bureau  of  Keclamation  and  the  other  Bureaus  of 
the  Interior  Department.  Yet  Canada  holds  her  dollar  at  100  per- 
cent, and  ours  is  only  46  percent.  Canada  is  not  going  out  and  hiring 
outside  engineers.  That  is  what  makes  her  dollars  sound,  but  not  us. 
We  have  to  pay  $136,000  to  someone  that  knows  nothing  alDout  Alaska 
while  the  department  with  all  the  information  on  Alaska  at  its  finger- 
tips and  with  7,000  engineers  is  not  called  upon  to  do  it. 

There  is  something  wrong  with  the  system.  I do  not  like  to  be 
sitting  here  all  morning  complaining,  but  commissions  of  this  type 
come  under  the  jurisdiction  of  our  Subcommittee  on  Interior  and  Re- 
lated Agencies  of  which  I am  chairman. 

Senator  Magnuson.  The  only  difference  is  this:  The  Congress 

directed  us  to  determine  the  economic  advantages  and  benefits  to  the 
United  States,  Canada,  and  Alaska.  We  have  plenty  of  engineering 
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data  on  possible  roads  and  railroads,  but  this  study  is  for  the  economic 
data. 

Mr.  Kirwan.  Why  do  you  not  hire  someone  who  knows  something 
about  it  ? 

Senator  Magnuson.  We  feel  we  can  do  a more  objective  study. 
The  Interior  Department  has  very  little  on  the  economic  side  of  it, 
and  in  cooperation  with  British  Columbia  and  Ottawa 

Mr.  Kirwan.  Canada  told  you  she  was  going  to  hire  her  own ; did 
she  not  ? 

Senator  Magnuson.  No,  sir ; they  are  going  to  join  with  us. 

Mr.  Kirwan.  But  with  their  own  department  heads  that  have  some 
knowledge  of  it. 

Senator  Magnuson.  They  will  use  their  department  heads  and  I 
think  they  use  them  a little  more  efficiently  than  we  do. 

Mr.  Kirwan.  Certainly  they  do,  and  that  is  why  their  dollar  is 
worth  100  cents,  and  ours  is  only  worth  46  cents. 

Yet  we  hire  someone  to  make  this  study  who  probably  has  never 
seen  Alaska.  We  do  not  use  people  who  know  it  backward  and  for- 
ward. 

Senator  Magnuson.  I want  to  say  that  I was  Chairman  of  the  old 
International  Highway  Joint  Commission  for  many  years,  a Joint 
Commission  with  Canada  and  the  United  States.  I have  no  reason 
to  believe  that  this  will  not  end  up  being  a joint  enterprise  from  what 
the  Canadians  tell  us  after  talking  with  them. 

Mr.  Kirwan.  It  is  a joint  enterprise  now,  but  she  wants  to  use  her 
own  department  heads  and  she  does  not  want  to  pay  $135,000  for  a 
special  study  or  to  set  up  a special  commission. 

Senator  Magnuson.  We  do  not  get  much  help  from  the  Interior 
Department  except  some  engineering  data  and  very  little  from  British 
Columbia. 

Mr.  Kirwan.  We  have  some  of  the  greatest  engineers  in  the  world 
in  the  Geological  Survey,  the  Bureau  of  Keclamation,  and  the  Corps 
of  Engineers. 

Senator  Magnuson.  What  we  have  here  is  the  basic  engineering 
data.  The  Army  engineers  surveyed  a route  to  Alaska  prior  to  the 
war,  and  during  the  war  it  was  brought  up  to  date.  They  built  the 
present  Alaskan  Highway  as  a joint  enterprise  because  of  war  condi- 
tions. Then,  we  have  the  Geological  Survey  which  tells  us  they 
think  there  is  X number  of  minerals  in  the  ground  or  so  many  de- 
posits of  this  or  that,  but  we  have  never  pulled  all  this  together  for  a 
real  economic  report,  and  that  is  what  we  are  trying  to  do. 

Mr.  Kirwan.  I understand  what  you  are  telling  the  committee. 
But  I tell  you  Mr.  Jensen  and  I can  cite  many  examples  where  these 
commissions  have  been  set  up  when  we  could  have  accomplished  the 
same  thing  with  existing  Federal  facilities. 

(Off  the  record.) 

CURRENT  AVAILABILITY  OF  INFORMATION 

Senator  Magnuson.  Well,  you  and  I and  Mr.  Thomas  and  Mr. 
J ensen  have  been  on  Appropriations  for  a long  time,  and  I have  gone 
through  this  and  I agree  with  you,  but  we  have  gone  into  this  very 
carefully.  When  we  introduced  the  bill,  one  of  the  tilings  we  wanted 
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to  know  was  the  generation  of  traffic,  and.  transportation  revenue,  and 
la.\(‘s  1 hat  iniofht  be  generated. 

W'el  I,  you  cannot  get  that  out  of  the  Department. 

Mr.  KnjwAx.  Tliere  are  many  agencies  of  this  Government  which 
lia\  (*  ilionsands  and  thousands  of  figures  and  economic  and  informa- 
tional (lata  which  have  been  gathered  by  people  sitting  on  the  comer 
and  tjiking  a census  as  to  how  many  automobiles  went  by.  That  was 
oiH^  ()l  the  l)ig  projects  a few  years  ago.  A survey  along  that  line  was 
inad(‘.  of  the  entii*e  Nation.  They  have  more  data  on  everything  con- 
i!(‘cl  (h1  with  t his  country  than  we  can  use. 

^ ou  (‘{in  remember  a few  years  ago  where  on  every  corner  there  was 
someone  tiiking  a census  of  automobiles. 

Semitor  Maoxuson.  There  is  a lot  of  useless  information  in  some 
of  those  places.  However,  we  have  10  points  that  we  thought  we 
would  acc(^mplish  by  this  survey.  I have  been  in  this  so  long — ^this 
Ahiskii  Highway  thing — since  away  back  in  1936  and  1937,  and  I 
think  I could  personally  make  a report  myself,  but  that  would  be 
self-serving.  We  want  this  to  be  thoroughly  objective  and  to  put  all 
of  these  pieces  together  and  see  where  we  are  going.  That  is  the  only 
7‘eason  for  contracting  with  an  independent  research  organization  to 
make  this  economic  study. 

Mr.  Kirwan.  We  had  a survey  on  the  Alaska  Highway  but  the 
Ariny  went  ahead  and  would  not  listen  to  advice.  The  Army  took  a 
straight  line  and  went  right  across  that  line  and  ran  into  swamps.  It 
would  not  ask  the  Interior  Department  about  the  safest  and  best 
way.  They  took  a straight  line  and  wasted  probably  $1  billion. 

Senator  Magnusox.  I will  tell  you  how  that  happened : The  Com- 
mission was  about  to  make  a report,  and  the  war  broke  out,  and  a guy 
named  Warren  Magnuson  was  out  at  sea,  and  they  abolished  the 
Commission  completely.  In  other  words,  the  Army  went  ahead  and 
built  the  road  in  the  wrong  place. 

Mr.  Kirwax.  They  followed  a straight  line  and  ran  into  swamps 
while  they  could  have  gotten  the  information  from  the  Interior  De- 
partment as  to  the  best  route  to  follow. 

Senator  Magxusox.  We  had  another  route  selected.  Now,  we  have 
to  blacktop  it  one  of  these  days,  but  the  trouble  is  we  do  have  this  area 
between  the  Alaska  Highway  and  the  Pacific  Ocean.  You  will  find 
enthusiasm  for  development  up  there,  and  we  are  going  to  have  to 
work  together  on  it . 

You  will  remember  that  we  had  the  Columbo  Conference  in  Seattle 
and  Mr.  Sydney  Smith  who  is  their  Secretary  of  State,  was  there  for 
a week.  He  lived  next  door  to  me  at  the  Olympic  Hotel,  and  we  spent 
many  hours  together.  I think  they  are  going  to  appoint  a comparable 
commission  to  work  with  us,  and  if  we  can  work  our  problems  out 
with  British  Columbia — tliere  is  a little  political  friction  there — we 
will  submit  the  budgetary  items 

Mr.  Jexsex.  As  you  gentlemen  have  heard  me  say  many  times,  a 
Commission  of  this  nature  can  be  good  or  it  can  be  bad.  If  this  Com- 
mission will  coordinate  the  information  that  is  necessary — I mean 
gather  the  information  that  is  necessary  to  do  the  job  you  have  set  out 
to  do,  and  will  see  to  it  that  the  taxpayers’  money  is  not  wasted,  it  will 
be  fine.  On  the  contrary,  you  can  develop  a program  that  will  bring 
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greater  revenues  and  possibly  a conservation  of  our  natural  resources 
and  better  uses  of  our  natural  resources,  including  highways  which, 
in  effect,  are  a natural  resource  for  use,  at  least,  and  then  of  course 
your  Commission  is  worthy  of  the  money  spent. 

If,  on  the  other  hand,  you  wind  up  as  many  of  the  commissions  do 
about  wdiich  Mr.  Kirwan  has  spoken  and  about  which  I know  per- 
sonally, they  are  a detriment  to  the  economy  of  our  country,  and  to 
everyone  concerned.  However,  with  people  like  you  on  the  Commis- 
sion, and  I have  just  read  the  list  of  the  members,  certainly  you  people 
should  be  able  to  do  a good  job,  and  to  see  to  it  that  money  is  not 
wasted,  but  to  the  contrary,  a great  benefit  might  be  derived  from  the 
Commission. 

I hope  it  does  not  develop  like  too  many  other  commissions  have 
developed. 

Senator  Magnuson.  I could  not  agree  with  you  more,  because  as 
you  gentlemen  know,  particularly  the  chairman  of  this  committee 
and  I,  handle  these  commissions  and  independent  offices,  and  some 
of  them  are  really  some  dillies ; are  they  not  ? 

Mr.  Thomas.  You  mean  they  handle  us? 

Senator  Magnuson.  Yes,  sir;  sometimes. 

Mr.  Jensen.  They  get  to  be  the  masters. 

Senator  Magnuson.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Jonas.  Have  you  selected  the  organization  to  do  the  study  ? 

Senator  Magnuson.  The  committee  did,  yes,  at  a meeting  last  J uly, 
and  no  anouncement  was  made  because  we  did  not  know  just  what  we 
were  going  to  do  and  it  finally  was  agreed  upon — a group  called 
Battelle  Memorial  Institute,  of  Columbus,  Ohio. 

Mr.  Bow.  A very  fine  group. 

Mr.  J ONAS.  When  do  you  plan  to  make  the  contract  ? 

Senator  Magnuson.  As  soon  as  we  can  get  our  money  and  have  a 
meeting  of  the  Commission. 

Mr.  Jonas.  Do  you  not  think  it  would  be  more  appropriate  to 
handle  that  in  a regular  appropriation  bill  beginning  July  1? 

Senator  Magnuson.  The  only  problem  is  you  have  that  seasonal 
thing  up  there,  and  they  have  to  get  started.  We  are  afraid  if  it  drags 
on  until  April  or  May  we  will  lose  another  year.  We  have  only  an- 
other year  to  go  unless  we  get  it  extended,  but  the  contract  would  be 
the  same  whether  the  Commission  is  extended  or  not.  It  is  the  same 
program.  But  we  will  do  a better  job  if  it  is  done  over  a period  of 
time. 

Mr.  Thomas.  Thank  you  very  much,  gentlemen. 

Senator  Magnuson.  Thank  you,  Mr.  Chairman  and  members  of  the 
committee.  May  I leave  with  you  a copy  of  the  10  points  which  the 
report  should  develop  ? 

Mr.  Thomas.  We  will  receive  it  for  the  record  at  this  point. 

(The  matter  referred  to  follows :) 

Economic  Need  and  Justification  for  Additional  Rail  and  Highway  Facilities 

Between  United  States  and  Alaska 

The  proposed  research  project,  relating  to  Public  Law  884,  84th  Congress,  will 
comprise  study  based  on  factual  data  and  realistic  projections,  and  recommend 
whether  there  is  sound  economic  need  and  justification  for  additional  highway 
and  rail  facilities  between  the  United  States  and  Alaska. 
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The  report  should  adequately  develop  and  objectively  evaluate  the  following; 

I.  ('apal)ilities  and  economics  of  existing  and  planned  transport  facilities  be- 
tween Alaska  and  the  United  States  and  anticipated  improvements  thereon  be- 
twoon  now  and  19S0. 

1*.  Lofation,  availability,  and  volume  of  resources  whose  economic  exploitation 
is  dependent  upon  improved  or  additional  transportation  facilities  between  the 
United  States  and  Alaska,  and  the  intervening  areas. 

Present  and  prospective  location  of  local,  national,  and/or  world  markets 
for  such  resources  and  present  and  long-range  (1980)  competitive  position  of  each. 

4.  Delivered  cost  of  marketable  resources  utilizing  existing  transportation  fa- 
cilities and  subsequent  comparison  with  estimated  costs,  utilizing  proposed  addi- 
tional or  improved  transportation  facilities. 

.1.  Increase  in  national  income  and  population  resulting  from  production, 
])iocessing,  and  shipment  of  additional  raw  and/or  finished  products  to  national 
or  world  markets. 

6.  Traffic  and  transportation  revenues  and  taxes  generated  from  the  foregoing. 

7.  Most  feasible  and  direct  major  and  feeder  routes  for  rail  and/or  additional 
highway  facilities  in  relation  to  economic  benefits  to  be  derived  therefrom  by  the 
United  States,  Canada,  and  Alaska,  taking  into  consideration  the  proximity  of 
suitable  sites  for  airfields  to  such  routes. 

8.  Estimated  construction  costs  of  additional  major  and  feeder  routes  based 
on  aerial  photos  now  available  from  U.S.  and  Canadian  sources,  supplemented 
by  such  route  surveys  as  may  be  available. 

9.  Economic  feasibility  of  improved  or  additional  transportation  facilities 
from  correlated  cost  and  revenue  estimates,  considering  the  economic  effect  on 
present  carriers.  If  not  economically  feasible,  form  and  extent  of  subsidy  or 
assistance  required. 

10.  Prospects  for  private  capital  investment  in  the  transport  facilities  being 
considered. 

II.  Final  report  to  be  submitted  to  the  Commission  by  September  30,  1959. 


Additional  Transportation  Facilities  To  Alaska 

The  future  growth  of  Alaska  depends  on  the  successful  development  of  her 
resources.  Unfortunately,  the  “bonanza”  of  the  Klondike  does  not  fairly  repre- 
sent Alaska’s  mineral  wealth.  The  natural  resources  of  Alaska,  and  of  much 
of  the  remainder  of  northwest  North  America,  are  the  basic  industrial  raw 
materials  which  are  valued  in  terms  of  cents  per  ton,  rather  than  in  dollars 
per  ounce.  If  that  part  of  the  North  American  Continent  is  to  have  a healthy 
economy,  it  must  have  the  transportation  facilities  to  connect  her  resources  to 
their  markets,  facilities  comparable  in  capacity  to  those  serving  industrial 
communities  which  will  be  competing  for  these  world  markets. 

Because  Alaska  is  noncontiguous  to  the  48  States  and  is  separated  by  a sizable 
area  of  rugged  terrain,  the  transportation  network  in  British  Columbia,  Alberta, 
and  the  Yukon  territory  is  an  important  factor  in  the  economy  of  the  region. 
Only  one  link,  the  1,300-mile-long  ^ portion  of  the  Alaska  Highway,  connects 
the  road  networks  of  Alaska  to  that  of  Canada  and  the  48  States.  With  the 
exception  of  Haines^,  none  of  the  southeast  Alaska  panhandle  communities  are 
connected  to  the  continental  highway  systems,  and  must  rely  on  ships  and  planes 
for  contact  with  the  outside.  Lack  of  a highway  adjacent  to  the  coastline 
adds  several  hundred  miles  to  the  overland  distance  between  the  Pacific  Coast 
States  or  Vancouver  and  northern  British  Columbia,  the  Yukon  territory  or 
Alaska,  via  the  circuitous  route  of  the  Hart  and  Alaska  Highways.  The  same 
penalty  is  involved  in  combined  rail  and  highway  travel. 

The  Congress  has  recognized  the  need  for  additional  transportation  facilities 
in  northwest  North  America  for  many  years.  Several  commissions  were  estab- 
lished during  the  last  25  years  to  study  suitable  routes  for  surface  facilities 
connecting  the  48  States  with  the  former  Territory  of  Alaska.® 

The  1938  act  provided  for  a joint  United  States-Canadian  Commission  to 
consider,  among  others,  the  military  transport  needs  of  both  countries.  The 
XJ.S.  Army  Corps  of  Engineers  surveyed  a route  for  a military  railroad  in 
1940-41.  But  in  1942,  the  Alaska  Highway  was  built,  following  a route  farther 

1 Dawson  Creek,  British  Columbia,  to  Tok  Junction,  Alaska. 

2 Haines  cutoff  highway  is  closed  to  winter  traffic. 

3 See  “Summary  of  Previous  Studies,”  AIR  & HC,  October  1957. 
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east,  connecting  a series  of  air  fields  located  on  the  World  War  II  aircraft  ferry 
route  across  Canada  and  Alaska  to  Russia. 

The  most  recent  effort  to  study  the  transport  needs  of  northwest  North 
America,  as  related  to  the  economic  benefits  to  the  United  States  and  Canada, 
was  the  creation  of  the  Alaska  International  Rail  and  Highway  Commission 
in  1956.  The  Commission,  established  by  Public  Law  884,  84th  Congress,  has 
the  task  of  making  a thorough  and  complete  study  of  the  need  for  additional 
highway  and  rail  transportation  facilities  connecting  continental  United  States 
with  central  Alaska,  to  determine:  First,  economic  and  military  advantages; 
second,  the  most  feasible  and  direct  routes  in  relation  to  the  economic  benefits 
to  the  continental  United  States,  Canada,  and  our  new  State  of  Alaska ; and, 
third,  the  most  feasible  feeder  routes  connecting  coastal  ports  and  cities  with 
those  facilities.  The  Commission  is  further  directed  to  give  particular  atten- 
tion to  the  feasibility  of  rail  and  highway  facilities  between  the  northwest  region 
and  Alaska,  to  report  to  the  Congress  the  results  of  its  studies  and  recommend 
routes  and  facilities  determined  most  feasible  and  beneficial  to  all  concerned. 

The  Commission  consists  of  five  Congressional  Members,  four  from  the 
executive  departments,  and  three  from  the  public,  at  least  one  of  which  shall  be 
a resident  of  Alaska  and  one  a resident  of  the  Pacific  northwest  region.  All 
members  serve  without  compensation,  but  may  be  reimbursed  for  travel,  sub- 
sistence, and  other  necessary  official  expenses. 

While  Public  Law  884,  84th  Congress,  was  approved  August  1,  1956,  appoint- 
ment of  its  members  was  delayed  until  middle  1957,  resulting  in  an  organizational 
meeting  in  July.  A small  administrative  staff  (four  people)  began  operations 
in  October  at  718  Jackson  Place  NW. 

The  Commission  met  in  official  sessions  on  November  4,  1957,  in  Seattle  and 
on  February  4 and  July  30,  1958,  in  Washington.  Officers  visited  Dominion 
officials  in  Ottawa  on  three  occasions.  A staff  meeting  in  August  1957  with 
officials  of  the  Department  of  Northern  Affairs  and  Natural  Resources  resulted 
in  an  offer  of  basic  data,  maps,  charts,  and  aerial  photographs.  In  January 
1958,  a meeting  of  the  Chairman,  Vice  Chairman,  and  the  State  Department 
member  with  the  Secretary  of  State  for  External  Affairs,  the  Honorable  Sidney 
Smith,  and  his  ministers  resulted  in  an  expression  of  official  interest,  good  will, 
and  a genuine  desire  to  cooperate.  The  Chairman  returned  for  a third  meeting 
with  the  same  officials  on  July  31,  1958, 

In  answer  to  the  United  States  request  that  Canada  establish  a body  com- 
parable to  the  Commission,  the  Secretary  explained  that  due  to  the  political 
situation  such  action  would  not  be  timely.  Instead  the  Interdepartmental  Com- 
mittee on  Pacific  Coast  Transportation,  consisting  of  deputies  from  each  inter- 
ested department,  was  appointed  and  is  now  cooperating  with  the  Commission. 

The  Commission  has  met  with  two  groups  of  Province  officials.  On  Novem- 
ber 5,  1957,  the  Honorable  William  Bennett,  Premier  of  British  Columbia,  and 
his  ministers  met  with  the  Commission  in  Victoria.  The  Premier  was  frank  in 
his  discussion  of  plans  for  industrial  and  transport  development  in  the  Prov- 
ince. He  extended  an  offer  of  cooperation  and  hoped  they  might  cooperate  with 
and  assist  the  Commission  in  its  work.  On  February  4,  1958,  the  Honorable 
Gordon  Taylor,  Minister  of  Highways,  Alberta,  presented  to  the  Commission  in 
Washington  a brief  on  Alberta’s  transport  capabilities. 

Since  October  1957,  the  staff  has  assembled  from  United  States  and  Canadian 
civilian  and  governmental  sources,  numerous  documents,  reports,  articles  and 
maps  relating  to  resources  and  transportation  in  the  north  country.  These  data 
have  been  published  in  a bibliography  listing  title,  scope  and  author. 

There  is  one  major  difference  between  the  assigned  duties  of  the  present 
Commission  and  those  which  have  preceded  it.  Former  bodies  have  been  con- 
cerned primarily  with  the  engineering  feasibility  of  additional  transport  facili- 
tes  between  the  United  States  and  Alaska.  In  other  words,  “Can  it  be  done?” 

The  Commission  must  now  determine  among  other  matters,  what  undeveloped 
resources,  for  which  there  is  a demand  now  or  in  the  next  20  years,  exist  in 
northwest  North  America,  to  what  extent,  and  what  transport  facilities  would 
be  required,  if  any,  for  their  exploitation.  With  these  economic  needs  must 
be  correlated  the  military  transport  requirements,  if  any,  in  addition  to  exist- 
ing facilities.  If  the  need  exists  for  additional  transport  facilities,  then  the 
Commission  must  determine  which  routes  and  types  of  facilities  are  suitable, 
will  they  be  self  supporting,  and  if  not,  the  nature  and  amount  of  subsidy 
required. 


186 


This  cfoiioiiiic  and  enf^ineerinji?  study  is  a major  research  task.  It  goes  far 
iicyond  any  study  of  those  topics  ever  before  undertaken  by  either  a United 
St  a I os  or  (’anadian  (’oinmission  or  similar  body.  The  study  will  determine 
tho  location,  oxt(*nt  and  availability  of  undeveloped  resources  dependent  upon 
transportation  for  their  exploitation.  The  market  demand  and  competitive 
position  of  (‘itch  resource  will  be  forecast  as  modified  by  technological  advances 
in  product  snl)stittition.  Not  until  these  data  are  tabulated,  studied  and  analyzed 
will  tratisport  needs  be  assessed  in  relation  to  the  economic  benefits  to  the 
contimnital  United  States,  Alaska,  and  Canada. 

As  it  result  of  the  complexity  of  these  economic  factors,  the  Commission  in 
Xovenilter  UU)?  decided  to  employ  a nationally  recognized  research  organization 
to  conduct  itn  economic  and  engineering  study  of  northwest  North  America,  in 
li(Mi  of  ixwforming  this  function  with  a professional  staff.  As  a result,  the  Com- 
mission extended  an  invitation  to  a number  of  nationally  known  research  or- 
giiniziitions,  iind  in  response  thereto  received  18  proposals  to  conduct  such  a 
si  ndy. 

The  staff  provided  an  outline  of  requirements  (copy  attached),  provided 
guidance  to  these  research  firms,  made  a thorough  and  impartial  analysis  of  their 
proposals  and  recommended  to  the  Chairman  the  organization  which  appeared 
to  he  tlie  most  capable  to  conduct  such  a study.  The  Commission  met  on  July  29, 
19.")S  and  approved  the  selection  recommended  by  the  Chairman.  This  action  was 
made  known  to  a group  of  Canadian  ministers  in  Ottawa  during  the  visit  by  the 
Chairman  on  July  31,  1958. 

Public  Law  85-601,  approved  August  8,  1958,  extended  the  life  of  the  Commis- 
sion 18  months  to  March  1,  1960,  and  increased  funds  authorized  to  be  appropri- 
ated from  $75,000  to  $300,000  to  enable  the  Commission  to  employ  a research 
organization  to  conduct  an  economic  study  and  complete  its  task.  Of  this  amount, 
$60,000  was  appropriated  in  1957,  the  unobligated  portion  of  which  expired  on 
September  1,  1958.  Of  the  remainder,  $40,000  was  appropriated  for  fiscal  year 
1959,  Mdiich  precluded  execution  of  the  study  contract  and  resulted  in  deactivation 
of  the  staff  and  closing  of  the  office  on  September  1,  1958.  A skeleton  staff  was 
reactivated  late  in  1958,  in  preparation  for  the  resumption  of  operations  in  1959. 

The  lack  of  funds  to  execute  the  study  contract  in  August  1958  resulted  in  a 
delay  of  at  least  8 months  (September  to  May)  in  the  work  program.  Under 
existing  legislation,  only  9 months  would  remain  to  conduct  the  economic  study, 
determine  what  transport  facilities  should  be  recommended,  and  make  the  final 
report  to  the  Congress.  The  designated  research  organization  has  indicated  that 
17  months  is  required  to  conduct  the  study,  do  the  field  work  during  favorable 
weather  and  prepare  the  report,  within  the  cost  estimate  submitted  with  the 
proposal. 

Because  of  this  delay.  Senators  Magnuson  and  Bartlett  introduced  S.  498,  and 
Representatives  Sisk,  Mack,  O’Brien,  and  Rivers  introduced  H.R.  2937,  3036, 
3874  and  3062,  respectively,  similar  bills  to  extend  the  life  of  the  Commission 
through  June  1961. 

It  is  estimated  that  funds  presently  authorized,  when  appropriated,  will  be 
sufficient  to  support  the  economic  study  and  all  other  activities  of  the  Commission 
during  the  extended  period.  This  is  possible  because  the  research  completed  in 
1958  has  allowed  a reduction  in  staff  services  for  the  extended  life  of  the  Com- 
mission. The  President’s  first  1959  supplemental  appropriation  request  includes 
the  remaining  $200,000  of  funds  authorized  in  1958. 

The  Commission  will  meet  early  in  1959  to  confirm  the  program  of  work,  the 
selection  of  a research  organization,  the  contract  for  an  economic  study  and  re- 
schedule the  inspection  trip  through  western  Canada  and  public  hearings  to  be 
held  in  Alaska,  canceled  twice  in  1958,  All  of  the  above  will  proceed  im- 
mediately following  the  appropriation  of  funds  and  an  extension  in  time  to  com- 
plete the  study  and  submit  a final  report  with  recommendations  to  the  Congress. 
Thirty  days  thereafter,  all  authority  granted  by  the  act  will  be  withdrawn  and 
the  Commission  will  cease  to  function,  its  task  completed. 
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Tuesday,  February  24,  1959. 

OFFICE  OF  CIVIL  AND  DEFENSE  MOBILIZATION 

WITNESSES 

LEO  A.  HOEGH,  DIRECTOR 

LEWIS  E.  BERRY,  JR.,  ASSISTANT  DIRECTOR  FOR  PLANS  AND 
OPERATIONS 

WILLIAM  S.  HEFFELFINGER,  DIRECTOR  OF  ADMINISTRATION 
HUBERT  R.  GALLAGHER,  DIRECTOR  OF  SPECIAL  LIAISON 

Federal  Contributions 


Program  and  financing 


Presently 
available, 
fiscal  year 


Revised 
estimate, 
fiscal  year 


1959 


1959 


Program  by  activities: 

1.  Attack  warning 

2.  Communications 

3.  Public  safety  devices 

4.  Medical  supplies  and  equipment 

5.  Education  services 

6.  Mass  care  equipment 

7.  Engineering  supplies  and  equipment 

8.  Construction  and  general  equipment 

9.  Preservation  of  vital  records 

10.  Personnel  and  administrative  costs— 


$1, 135,  000 
7,  475, 000 
378,  000 
295,  000 
560,  000 
10, 000 
1,  010,  000 
3, 107,  097 
300,  000 


$1, 135,  000 
7,  475,  000 
378,  000 
295,  000 
560,  000 
10,  000 
1,  010,  000 
3, 107,  097 
300,  000 
3,  000,  000 


Total  obligations 

Financing:  Unobligated  balance  brought  forward. 


14,  270,  097  17,  270.  097 

-14,  270,  097  -14,  270,  097 


Appropriation 


3, 000, 000 


Increase 


$3, 000, 000 
3, 000,  000 


3, 000, 000 


Ohject  classification 


Presently 
available, 
fiscal  year 
1959 

Revised 
estimate, 
fiscal  year 
1959 

Increase 

11.  Grants,  subsidies,  and  contributions 

$14,  270,  097 

$17,  270,  097 

$3, 000, 000 

Mr.  Thomas.  Gentlemen,  we  now  have  with  us  the  Office  of  Civil 
and  Defense  Mobilization. 

We  have  some  of  our  oldtime  friends  here,  the  Governor  and  Di- 
rector, Mr.  Leo  A.  Hoegh  and  Mr.  Lewis  E.  Berry,  Assistant  Director 
for  Plans  and  Operations ; William  S.  Heffelfinger,  Director  of  Ad- 
ministration and  Hubert  K.  Gallagher,  Director  of  Special  Liaison. 
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The  justification  will  be  inserted  in  the  record  at  this  point  in  the 
hearings. 

(The  justification  follows:) 

FEDEBAL  CONTRIBUTIONS 

“For  an  additional  amount  for  ‘Federal  contributions’,  including  financial 
contrlhutinns  to  the  States  pursuant  to  section  205  of  the  Federal  Civil  Defense 
Act  of  1950,  as  amended,  to  he  equally  matched  with  State  funds,  $8,000,000,  to 
he  derived  hy  transfer  from  the  appropriation  for  ^Emergency  supplies  and 
equipment',  fiscal  year  1959."  (Independent  OflSces  Appropriation  Act,  1958.) 


Appropriated  1958 $17,000,009 

Supplemental  Estimate  1959 3,  000,  OCX) 


Personnel  and  administrative  costs,  $3,000,000 

Public  Law  85-6(X>  provides  authority  for  making  Federal  contributions  of  not 
to  exceed  one-half  of  the  total  cost  of  necessary  and  essential  State  and  local 
civil  defense  personnel  and  administrative  expenses.  These  contributions  will  be 
made  on  the  basis  of  approved  plans  for  civil  defense  of  the  States  which  are 
consistent  with  the  national  plan  for  civil  and  defense  mobilization. 

As  was  pointed  out  in  the  House  report  on  H.R.  7576,  the  task  of  developing  an 
adequate  civil  defense  capability  at  State  and  local  levels  requires  a staif  of 
experienced,  trained,  full-time  specialists.  Through  this  program  the  Federal 
Government  will  provide  a stimulus  to  State  and  local  efforts.  In  this  way  the 
principles  of  joint  responsibility  enunciated  in  the  law  will  be  realized.  This 
supplemental  request  contains  funds  required  for  the  immediate  implementation 
of  this  preparedness  program  and  covers  the  period  from  April  1,  1959,  to  June 
30,  1959.  This  represents  a very  realistic  implementation  date  inasmuch  as 
approved  initial  plans  from  all  States  participating  at  the  beginning  of  this 
program  are  scheduled  for  completion  on  or  before  February  28,  1959.  Progress 
to  date  coupled  with  the  unanimous  enthusiasm  of  the  participants  further  sup- 
ports this  implementation  date. 

Meetings  with  State  and  local  officials  were  conducted  in  order  to  determine 
the  most  acceptable  and  desirable  methods  for  implementation  of  this  legisla- 
tion. Items  discussed  during  these  meetings  included  (1)  functional  areas 
represented,  (2)  minimum  staffing  required  to  carry  out  responsibilities,  (3) 
number  of  civil  defense  employees  now  available  at  the  various  levels  of  govern- 
ment, and  (4)  availability  of  State  and  local  funds  to  support  this  program.  A 
list  of  fupr>tions  inherent  in  a national  program  was  prepared  and  discussed. 
It  was  further  agreed  that  the  emphasis  to  be  given  individual  functions  would 
have  to  vary  depending  on  such  factors  as : terrain,  climate,  geographic  loca- 
tion, etc. 

In  December  1958  OCDM  sent  teams  into  New  Jersey,  Ohio,  Georgia,  Michigan, 
Louisiana,  Kansas,  California,  and  Oregon  to  develop  State  plans  as  required 
by  law  in  order  to  qualify  for  financial  contributions.  Both  regional  and  national 
0>CDM  personnel  worked  with  the  State  offices  on  these  pilot  protects.  In  addi- 
tion, the  former  executive  director,  Council  of  State  Governments,  now  a con- 
sultant, to  OCDM  on  Federal-State  relations,  and  officials  of  the  Department  of 
Health,  Education,  and  Welfare,  Division  of  State  Merit  Systems  participated. 
These  studies  provided  OCDM  personnel  with  valuable  experience  and  are  now 
being  used  as  models  by  the  regions  as  they  assist  the  rest  of  the  States  in 
developing  their  plans. 

In  arriving  at  a formula  to  allocate  a Federal  appropriation  among  the  States 
and  Territories,  consideration  was  given  to  the  factors  enumerated  in  Public 
Law  85-606  (1)  the  criticality  of  the  target  and  support  areas  with  respect  to 
development  of  the  total  civil  defense  readiness  of  the  Nation,  (2)  the  relative 
state  of  development  of  civil  defense  readiness  of  the  State,  and  (3)  population. 
A minimum  of  $25,000  (per  year)  will  be  made  available  to  each  State,  Terri- 
tory or  possession,  and  the  District  of  Columbia  for  planning  purposes. 

Funds  required  to  implement  this  program  on  April  1,  1959,  are  identified  by 
individual  States  in  the  table  below.  The  average  quarterly  costs  during  1957 
represents  actual  expenditure  data  gathered  for  OCDM  by  the  Bureau  of  the 
Census  and  does  not  include  personnel  and  administrative  costs  incurred  by 
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municipalities  under  25,000  or  counties  under  250,000  population.  Estimated 
costs  for  the  last  quarter  fiscal  year  1959  under  the  Federal  assistance  program 
are  based  on  information  obtained  during  the  December  OCDM  team  visits  to 
the  eight  pilot  project  States  plus  reports  and  analyses  furnished  by  the  regional 
offices  as  a result  of  State  plans  reviewed.  These  have  indicated  a most  en- 
couraging enthusiasm  for  and  acceptance  of  this  program  at  the  State  and  local 
levels. 


State  personnel  and  administrative  costs  for  civil  defense,  4th  quarter  fiscal  year  1959 


State 

Average  quarterly 
costs  during  1957 

Estimated  costs  for  last 
quarter  fiscal  year 
1959  with  Federal 
assistance 

Personnel 

increase 

Amount  of 
Federal 
contribu- 
tions 

Number  of 
personnel 

State  per- 
sormel  and 
adminis- 
trative ex- 
penses 

Number  of 
persoimel 

Total  per- 
sonnel and 
adminis- 
trative ex- 
penses 

Alabama 

17 

$28, 500 

29 

$48, 450 

12 

$24, 225 

Arizona 

11 

19, 000 

19 

32, 300 

8 

16, 150 

Arkansas — ---  

13 

20, 500 

22 

34, 850 

9 

17, 425 

California 

458 

809, 500 

641 

1, 133, 300 

183 

465,650 

Colorado - 

22 

34, 000 

37 

57, 800 

15 

28, 900 

Connecticut - 

61 

124, 750 

104 

212, 080 

43 

87, 330 

Delaware.  - 

9 

14, 000 

15 

23, 800 

6 

11,900 

District  of  Columbia 

13 

19, 500 

22 

33, 150 

9 

16,  575 

Florida --  - - - 

22 

53, 000 

44 

106, 000 

22 

53, 000 

Georgia—,- 

34 

71,  500 

68 

143, 000 

34 

71,  500 

Idaho 

2 

2, 500 

4 

5, 000 

2 

2,  500 

Illinois 

33 

70, 500 

66 

141, 000 

33 

70, 500 

Indiana 

26 

45, 000 

36 

63, 000 

10 

31, 500 

Iowa 

7 

11, 250 

12 

19, 130 

5 

9, 565 

Kansas 

11 

21, 250 

22 

42, 500 

11 

21, 250 

Kentucky 

7 

11,000 

14 

22, 000 

7 

11,000 

Louisiana 

37 

65, 500 

63 

111,350 

26 

55, 675 

Maine..  — 

18 

25, 250 

31 

42, 930 

13 

21, 465 

Maryland 

45 

98,  500 

63 

137,  900 

18 

68, 950 

Massachusetts  ..  

160 

208, 000 

272 

353, 600 

112 

176. 800 

Michigan. ... 

125 

194, 000 

206 

319, 800 

81 

159, 900 

Mirmesota...  

34 

58, 250 

48 

81,  550 

14 

40,  775 

Mississippi 

5 

8, 750 

9 

14, 880 

4 

7, 440 

Missouri 

51 

89,  750 

87 

152,  580 

36 

76, 290 

Montana 

3 

5,750 

6 

11,  500 

3 

5,750 

Nebraska 

9 

15,  000 

15 

25,  500 

6 

12,  750 

Nevada..  - . 

3 

4,750 

6 

9,500 

3 

4,750 

New  Hampshire 

5 

9,500 

10 

19,  000 

5 

9,500 

New  Jersey 

73 

172,  250 

124 

292,  830 

51 

120,  580 

New  Mexico. 

3 

4,000 

6 

8,000 

3 

4,000 

New  York 

586 

1,  084.  750 

820 

1,  490,  650 

234 

574,  530 

North  Carolina.  

20 

35. 250 

34 

59,  93C 

14 

29,  965 

North  Dakota 

3 

3,  750 

6 

7,500 

3 

3,750 

Ohio—  

90 

138,  500 

153 

235,  4.50 

63 

117,  725 

Oklahoma.  

18 

22,  250 

31 

37,  830 

13 

18,915 

Oregon 

31 

58,  500 

53 

99.  45C 

22 

42,  250 

Pennsylvania 

99 

189,  000 

168 

321,  30C 

69 

160,  650 

Rhode  Island .„ 

13 

17,  750 

18 

24,  850 

5 

12,  425 

South  Carolina 

5 

6,250 

• 10 

12,  .500 

5 

6,250 

South  Dakota 

3 

3.  000 

6 

6,000 

3 

3,000 

Termessee 

27 

42.  500 

46 

72. 250 

19 

36, 125 

Texas.. 

47 

84,  500 

80 

143,  650 

33 

71,  825 

Utah  

9 

11.  750 

15 

19,  980 

6 

9,  990 

Vermont 

4 

7, 250 

8 

14,  500 

4 

7. 250 

Virginia 

16 

25.  500 

27 

43,  350 

11 

21,  675 

Washington 

39 

54, 000 

66 

91,  800 

27 

45,  000 

West  Virginia ... 

6 

7, 000 

10 

11,  900 

4 

5,950 

Wisconsin 

44 

101.  750 

75 

172,  980 

31 

76, 490 

Wyoming 

3 

5,  750 

6 

11,  500 

3 

5.  750 

Alaska 

3 

3,  750 

6 

7,  500 

3 

3,  750 

Hawaii 

il 

16, 000 

19 

27.  200 

8 

13,  600 

Puerto  Rico 

107 

34,  750 

182 

59,  080 

75 

29,  540 

Total 

2,501 

4, 248,  500 

3,  940 

6,  669,  430 

1,  439 

3, 000, 000 

The  above  increases  to  State  and  local  civil  defense  staffing  represents  the 
nucleus  required  to  establish  and  direct  those  functions  necessary  for  the  non- 
military defense  of  the  Nation.  Qualified  personnel  are  presently  available  from 
the  State  survival  planning  groups,  and  it  is  anticipated  that  full  utilization  will 
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Ik‘  luado  of  thoir  talents  and  experience  in  the  initial  expansion  of  State  and 
local  civil  defense  staffs.  Other  qualified  personnel  have  been  available  to  the 
States  and  local  subdivisions,  but  their  services  have  necessarily  been  on  a 
part-tinu‘  gratuitous  basis  due  to  lack  of  funds.  No  particular  difiBculties  are 
tln‘n*fore  foreseen  in  the  rapid  expansion  to  the  stafl3ng  indicated  in  the  above 
tabh*. 

General  Statement 

Mr.  T 1 1 ( ):vr AS.  Do  you  have  a statement  for  us,  Governor  ? 

Mr.  1 loEoii.  If  it  is  aj^reeable  to  you,  Mr.  Chairman 

Mr.  T iio^iAS.  Anything  you  want  to  do  is  agreeable  to  us. 

Mr.  lIoEGir.  I would  like  to  make  an  oral  statement  and  then  be 
sul)jected  to  questioning. 

Mr.  (chairman  and  members  of  the  committee,  we  are  here  this 
morning  to  present  evidence  to  support  our  request  to  transfer  $3 
million  from  the  emergency  supplies  and  equipment  fund  to  that  of 
the  contributions  fund.  The  reason  for  doing  so  is  to  have  the  $3 
million  to  support  Public  Law  606  by  enabling  the  Federal  Govern- 
ment to  match  personnel  and  administrative  expenses  at  the  State 
and  local  level  for  civil  defense  functions.  I know  all  of  you  are 
familiar  with  Public  Law  920.  That  was  the  basic  law  dealing  with 
civil  defense  enacted  in  1950. 

That  law  set  forth  the  principle  that  the  State  and  the  local  gov- 
ernments were  primarily  responsible  for  civil  defense.  I recall  that 
wlien  I was  a member  of  the  Governor’s  conference  committee  on 
civil  defense  that  that  principle  was  under  discussion  several  times. 
I held,  and  many  others  held,  that  civil  defense  should  be  the  joint 
responsibility  of  Federal,  State  and  local  governments  and  should  not 
be  the  primary  responsibility  of  the  State  and  local  governments. 
There  were  some  that  contended  that  it  should  be  the  primary  respon- 
sibility of  the  Federal  Government  and  that  civil  defense  should  be 
federalized  and  nationalized.  The  majority  of  the  Governors,  how- 
ever, did  not  sustain  that  position  and  last  year  this  Congress  sus- 
tained the  position  that  it  should  be  the  joint  responsibility  of  Fed- 
eral, State,  and  local  governments.  That  was  so  adjudicated  when 

vou  enacted  Public  Law  85-606. 

___ 

It  now  states  that  the  Federal  Government  shall  provide  direction, 
coordination,  guidance,  and  necessary  assistance  as  hereinafter 
authorized. 

PROVISIONS  IN  PUBLIC  LAW  606 

What  does  Public  Law  606  provide  ? It  provides  that  the  F ederal 
assistance  should  be  for  enabling  the  Federal  Government  to  lend  or 
grant  radiological  instruments,  devices,  and  chemical  warfare  items, 
such  as  gas  masks,  to  the  States  and  local  governments  and  provided 
that  $35  million  could  be  allocated  each  year  for  that  purpose. 

The  second  provision  was  that  the  Federal  Government  could 
provide  funds  for  civil  defense  personnel  equipment  and  allocated  up 
to  $2  million  for  that  purpose. 

Third,  it  authorized  that  personnel  and  administrative  expenses  at 
the  State  and  local  level  could  be  matched  by  Federal  funds  for  civil 
defense  purposes  and  allocated  an  amount  not  to  exceed  $25  million 
per  year. 

Fourth,  it  provided  that  not  to  exceed  $300,000  each  year  could  be 
allocated  for  travel  expense  for  State  and  local  personnel  to  attend 
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training  centers  that  were  supported  by  the  F ederal  Government.  The 
objective  of  Public  Law  606,  particularly  that  of  matching  funds  for 
personnel  and  administrative  expenses,  is  to  make  civil  defense  eJffec- 
tive  at  the  State  and  the  local  level. 

CIVIL  DEFENSE  A JOINT  RESPONSIBILITY 

I can  assure  you  that  this  is  not  a giveaway  program.  If  it  were,  I 
would  not  be  here  today.  This,  in  my  opinion,  will  enable  us  at  the 
State  and  local  level,  to  strengthen  greatly  our  planning,  our  organi- 
zation, and  our  training  capabilities.  This  is  most  important  because 
the  Governors  and  the  mayors  look  to  civil  defense  and  their  staffs  for 
the  overall  coordination,  direction,  and  marshaling  of  efforts  of  State 
and  local  governmente.  For  instance,  I think  this  joint  responsibility 
principle  is  sound  because  it  means  that  we  have  all  of  the  personnel, 
all  of  the  resources,  all  of  the  facilities  of  the  local  and  State  govern- 
ments available  for  civil  defense  purposes. 

That  is  a sound  principle  because  Government  must  serve  people  in 
normal  times  and  above  all.  Government  must  be  able  to  serve  and 

direct  and  coordinate  activities  in  case  of  a national  emergency. 

\ 

VIEWS  or  GOVERNORS  AND  MAYORS 

Governors  and  mayors  have  often  discussed  this  matter  with  me  and 
no  doubt  they  have  discussed  it  with  the  members  of  this  committee. 
They  say  that  “If  the  Congress  provides  funds  for  matching  personnel 
and  administrative  expenses  for  civil  defense  purposes,  it  is  a definite 
demonstration  of  the  fact  that  the  Federal  Government  is  determined 
to  strengthen  civil  defense  at  the  local  and  at  the  State  level.” 

I can  assure  you  gentlemen  that  unless  we  do  strengthen  it  at  the 
State  and  local  level  it  does  not  matter  how  much  you  do  from  the 
Federal  level,  you  cannot  get  sound  and  effective  civil  defense. 

STATE  PLANS 

Some  of  the  requirements  of  this  law,  as  you  directed,  are  that  they 
must  present  administrative  plans.  We  have  been  working  with  the 
State  and  local  governments  to  that  effect. 

As  of  now,  46  States  have  perfected  their  State  administrative 
plans  in  line  with  those  that  we  have  perfected  at  the  national  level. 

Secondly,  they  must  develop  State  and  local  civil  defense  opera- 
tional plans  as  approved  by  the  Director  of  the  Office  of  Civil  and 
Defense  Mobilization.  That  means,  briefly,  that  they  must  be  in 
conformance  with  the  overall  national  plan  for  civil  defense  and  de- 
fense mobilization. 

THE  NATIONAL  PLAN 

As  you  know,  the  national  plan  was  first  promulgated  on  October  22, 
1958...  That  plan  sets  forth  specifically  the  role  of  the  Federal,  State, 
and  local  governments,  what  the  overall  mission  is,  and  what  part 
each: 

Mr.  Thomas.  We  are  all  confused  on  what  that  national  plan  is. 
What  is  one  of  current  date,  since  you  brought  up  the  subject?  Go 
into  it  now. You  have  issued  a lot  of  publications  on  it. 

37458 — 59— — 13 
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Mr.  iroKOir.  It  was  on  October  22,  1958,  that  the  plan  was  promul- 
irated  by  tlie  President  of  the  United  States,  and  it  has  been  widely 
diss(Miiinat(‘d  to  all  States  and  Territorial  governments. 

M r.  d'n o:\r.\s  What  does  it  do? 

Mr.  II  oicoii.  It  sets  forth  what  our  mission  is.  That  is,  to  protect 
life  and  ])roperty  in  case  of  a national  disaster  and  to  mobilize  re- 
soinvcs  and  production. 

Mr.  T iio^rAS.  Kesources  and  production. 

Mr.  llonnir.  That  is  on  thfe  defense  mobilization  phase.  It  covers 
both  civil  defense  and 

.Mr.  T iiOMAS.  That  is  under  the  ODM  Section? 

Mr.  IToegii.  Yes. 

Mr.  Thomas.  Go  ahead. 

Mr.  IToe(hi.  It  then  sets  up  what  part  the  Federal  Government 

Mr.  Thomas.  You  have  a rule  and  regulation  in  there  that  you  were 
going  to  move  or  not  build  any  plants  in  the  target  area  and  then  you 
built  airplane  plants  on  the  Pacific  coast  150  yards  from  the  water. 
You  could  hit  them  from  the  water  with  a popgun.  You — and  when 
I say  “you,”  I mean  the  armed  services — absolutely  paid  no  attention 
to  the  (iUM  rules  and  regulations  on  dispersal. 

IVhat  do  all  of  those  things  mean? 

Perhaps  we  had  better  talk  about  that  later  ? 


what  the  plan  does 

Mr.  IIoEGH.  I think  first  we  must  recognize  that  it  establishes  this 
plan  in  conformance  with  the  law  and  that  the  Director  of  the  Office 
of  Civil  and  Defense  Mobilization  is  really  the  Chief  of  Staff  for  the 
President  on  all  nonmilitary  defense  functions,  planning,  and  so 
forth. 

It  then  sets  forth  what  the  Federal  Government  will  do  to  accom- 
plish this  mission. 

Secondly,  it  sets  forth  what  the  State  governments  must  do  and 
and  what  the  local  governments  must  do. 

It  also  sets  forth  what  people  must  do  because  when  I first  said  this 
is  team  ac^-ion  by  all  governments,  I want  quickly  to  add  it  is  team 
action  of  all  governments  and  the  people. 

This  nlan  sets  forth  what  each  government’s  role  is  in  civil  defense. 

Mr.  Thomas.  You  mean  each  State  government  or  what? 

Mr.  Hoegh.  Right.  I want  to  tell  you  that  the  Governors  are 
pleased  that  they  have  a national  plan  for  civil  defense  and  defense 
mobilization.  It  is  the  first  overall  national  program. 

Mr.  Thomas.  What  is  the  duty  of  the  State  of  Texas  in  that  plan  ? 
That  is,  if  it  is  not  too  long,  tell  me  what  it  is. 

Mr.  Hoegh.  The  government  of  each  State  is  responsible  for  the 
direction  and  coordination  of  civil  defense  and  defense  mobilization 
activities  of  the  State  and  its  political  subdivisions.  In  other  words, 
the  Governor  is  the  overall  commander  within  that  State  insofar  as 
civil  defense  and  defense  mobilization  is  concerned. 

Mr.  Thomas.  You  mean  you  are  not  going  to  call  the  Rational 
Guard  er  what? 

Mr.  Hoegh.  He  could,  sir. 

Mr.  Thomas.  He  could  do  that  now  without  that  order? 
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HOLE  OF  THE  NATIONAL  GUARD 

Mr.  Hoegh.  Yes,  sir.  But  this  plan  incorporates  an  annex  known 
as  the  Bole  of  the  Military — the  military  departments  or  the  Depart- 
ment of  Defense — and  we  worked  it  out  together  in  conjunction  with 
the  National  Guard  and  Eeserve  elements,  and  so  forth. 

As  you  know,  six  divisions  are  tagged  as  high  priority  divisions  of 
the  National  Guard.  The  other  divisions  now  will  be  upon  call  of  the 
Governor,  available  immediately  to  go  in  and  support  the  civil  defense 
efforts  of  that  State.  This  is  important  from  that  standpoint  because 
before  we  have  sort  of  been  talking  about  the  role,  what  the  role  was, 
but  it  was  never  specific.  Now  it  is  specific  and  people  understand  it. 

Mr.  Thomas.  That  reminds  me  that  in  another  committee — ^namely, 
the  Armed  Services  Committee — there  is  quite  a bit  of  sentiment  to 
increase  the  appropriations  to  the  National  Guard. 

Could  it  be  that  the  National  Guard  would  be  built  up  and  then 
instead  of  being  federalized,  kept  in  the  local  State  doing  civil  defense 
work  ? 

Do  you  have  an}^  understanding  whether  the  military  over  at  the 
Pentagon  have  any  thinking  about  that  ? 

Mr.  Hoegh.  No.  Here  is  the  understanding,  sir.  The  National 
Guard  and  the  Reserve  have  as  their  primary  mission  the  military 
defense  of  this  country.  That  is  their  primary  mission. 

A secondary  role,  however,  is_  that  it  must  be  prepared  to  execute 
civil  defense  and  defense  mobilization  missions.  Under  the  annex  to 
the  national  plan  as  prepared  by  the  Department  of  Defense,  a Gov- 
ernor may  call  upon  these  National  Guard  troops  immediately  with 
the  exception  of  the  six  that  have  high  priority,  to  help  support  the 
civil  defense  effort. 

Mr.  Thomas.  Suppose  the  head  man  over  at  the  Pentagon  decided 
he  wanted  X division  in  Y State  and  the  Governor  who  is  in  charge 
of  the  National  Guard  in  that  State  says,  “Well,  I want  this  Na- 
tional Guard  to  stay  in  and  do  a little  civil  defense  work.”  Then  the 
Pentagon  issues  an  order  federalizing  it  under  the  emergency  powers. 
'\Yhere  would  we  be  then  ? 

The  plan  on  paper  is  fine,  but  you  cannot  make  a plan  in  peacetime 
looking  toward  the  disposition  of  a military  unit  and  make  it  stick 
during  wartime.  It  is  just  the  nature  of  the  animal  which  does  not 
lend  itself  to  that  rigidity.  It  has  to  be  flexible. 

Mr.  Hoegh.  Mr.  Chairman,  may  I point  this  out : It  is  most  impor- 
tant that  you  have  prearranged  plans  so  that  the  Governor  of  Texas 
knows  that  if  his  division  is  not  one  of  the  six  tagged  for  primar}^ 
immediate  mobilization,  he  should  have  plans  to  use  that  National 
Guard  to  support  his  efforts.  Up  to  this  time,  we  had  no  national 
plan  perfected  and  he  was  never  assured  that  he  had  that  opportunity. 

Mr.  Thomas.  You  have  made  a very  fine  and  enlightening  statement. 

REQUEST  for  TRANSFER  OF  FUNDS 

This  request  for  $3  million  is  a request  for  transfer  of  funds  for  a 
specific  purpose  to  begin  a new  program. 

Is  this  for  3 months  ? 
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Mr.  TToegh.  Three  months. 

Mr.  Fiiomas.  ^Yhat  will  this  $3  million,  on  a 3-month  period,  cost 
next  year? 

Mr.  IToegti.  $12  million,  sir. 

Mr.  Thomas.  Do  you  intend  to  hold  it  at  $12  million  or  does  the 
uitliorization  permit  you  to  spend  up  to  $25  million  ? 

Mr.  IToegii.  This  coming  fiscal  year  I want  to  proceed  on  a sound, 
nractical  basis. 

Mr.  Thomas.  As  far  as  you  can  see,  you  will  hold  it  at  $12  million 
next  year? 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Thomas.  This  money  is  on  a matching  basis  with  the  State 
and  it  does  not  mean  that  you  put  up  50  percent.  You  can  put  up 
50  percent  and  the  State  put  up  50  percent,  but  I presume,  when  it  is 
ill  said  and  done,  it  will  be  equal ; is  that  correct  ? 

Mr.  Hoegh.  It  will  not  exceed  50  perceilt.  It  may  go  down,  but 
we  are  going  to  try  to  make  it  50  percent. 

Mr.  Thomas.  This  is  transferred  from  funds  already  appropriated 
from  “Emergency  supplies  and  equipment”  and  that  is  an  appropria- 
tion where  the  Federal  Government  does  100  percent  of  the  appro- 
priating; correct? 

Mr.  Hoegh.  Yes,  sir. 

NUMBER  OF  JOBS 

Mr.  Thomas.  I note  that  you  have  set  out  on  your  table  here  the 
number  of  jobs.  I see  that  in  Alabama  you  have  17  and  you  are  going 
to  raise  it  to  29. 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Thomas.  I presume  for  1959  that  is  the  deficiency  and  you 
will  let  it  stay  at  that  for  next  year,  1960  ? 

Mr.  Hoegh.  Twenty-nine  is  the  base  for  1960.  Some  expansion  will 
occur  as  an  improved  state  of  civil  defense  readiness  is  built, 

Mr.  Thomas.  In  my  own  State  of  Texas,  I see  47  jobs  and  you  are 
going  to  increase  it  to  80.  That  is  an  increase  of  33  and  it  will  remain 
at  that  for  next  year  ? 

Mr.  Hoegh.  Application  of  our  formula  for  allocating  funds  will 
provide  for  some  additional  people. 

Mr.  Thomas.  Your  total  job  count  is  2,501.  Is  that  what  is  in  the 
organization  now  ? 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Thomas.  By  whom  are  they  paid  ? 

Mr.  Hoegh.  The  States  and  their  political  subdivisions, 

Mr.  Thomas.  You  want  to  increase  that  to  3,940? 

Mr.  Hoegh.  Yes,  sir. 

"Sir.  Thomas.  Fifty  percent  of  that  will  be  paid  by  the  Federal 
Government? 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Thomas.  That  is  an  increase  of  1,439  over  the  jobs  previous  on 
\ ii  annual  basis  for  3 months  and  will  cost  $3  mill  ion  ? , 

^Ir.  Hoegh.  On  a quarterly  basis.  , 

Mr.  Thomas.  Three-month  basis  ? ■ 

Mr.  Hoegh.  Yes,  sir. 

]Mr.  Thomas.  Wbat  is  the  pay  scale.  Governor  ? 
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MERIT  SYSTEM  BASIS 

Mr.  Hoegh.  It  will  be  based  upon  a merit  system  and  based  upon 
the  prevailing  scale  of  the  respective  States. 

Mr.  Thomas.  Wliat  do  you  mean  by  a merit  system?  Civil  service 
rating  ? 

Mr.  Hoegh.  It  is  a form  of  civil  service  that 

Mr.  Boland.  You  mean  that  this  is  a form  of  civil  service  in  the 
various  States,  that  the  personnel  the  States  put  on  come  under  ? 

Mr.  Hoegh.  No;  with  reference  to  their  programs  with  HEW  and 
employment  security. 

Mr.  Boland.  You  are  talking  about  the  scale,  the  salary  ? 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Boland.  I see. 


allocation  of  jobs  to  the  states 

Mr.  Thomas.  How  do  you  intend  to  allocate  these  jobs  to  the 
various  States? 

Mr.  Hoegh.  We  allocate  funds  and  we  insist  that  they  strengthen 
their  capabiity  of  operating  civil  defense  missions.  We  do  not  iden- 
tify the  specific  job. 

Mr.  Thomas.  Wiio  is  going  to  control  the  jobs,  the  localities,  the 
States  or  the  Federal  Government? 

Mr.  Hoegh.  Mr.  Chairman,  this  is  devised  to  stop  political  patron- 
age. That  is  one  reason  the  Congress  put  the  merit  system  in  the 
bill. 

Mr.  Thomas.  Let  me  interrupt  you  to  read  a good  paragraph.  Gen- 
tlemen, this  is  worth  repeating  here. 

In  December  1958,  OCDIM  sent  teams  into  New  Jersey,  Ohio,  Georgia,  Michigan, 
Louisiana,  Kansas,  California,  and  Oregon  to  develop  State  plans  as  required  by 
law  in  order  to  qualify  for  financial  contributions. 

I want  you  to  explain  something  more  about  our  national  plans  and 
then  these  gentlemen  will  ask  you  about  it  and  the  State  plans. 

Both  regional  and  national  OCDM  personnel  worked  with  the  State  oflSces  on 
these  pilot  projects. 

I thought  the  personnel  in  the  States  and  cities  were  already  doing 
a pretty  good  job  when  they  were  paid  by  the  States. 

What  better  job  do  you  expect  them  to  do,  because  you  are  con- 
tributing half  of  their  salaries  and  increasing  their  numbers  50  per- 
cent with  Federal  funds? 

It  is  purely  a local  proposition.  They  are  responsible  to  their  local 
groups.  They  are  not  beholden  to  Washington  for  a thing. 

How  do  you  expect  to  implement  a plan  by  saying  it  is  going  to 
be  a dual  plan  from  now  on  ? 
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I low  do  you  expect  to  implement  it  by  saying,  ‘‘We  are  going  to  pay 
li:i  1 f of  it  and  you  ai'e  going  to  pay  half”? 

I do  not  know  who  is  going  to  be  responsible  to  local  government, 
tlu*  State*  or  l\hisliington.  You  have  not  answered  that. 

Ta*t  me  i*ead  tliis: 

In  additinn,  the  former  executive  director,  Council  of  State  Governments,  now 
n consultant  to  OCDM  on  F'ederal-State  relations,  and  officials  of  the  Department 
of  II(‘alth,  education,  and  Welfare,  Division  of  State  Merit  Systems,  participated. 

I ]n*esume  that  is  the  point  Mr.  Boland  raised  awhile  ago,  the  one 
on  compensation. 

These  studies  provided  OCDM  personnel  with  valuable  experience  and  are 
now  being  used  as  models  by  the  regions  as  they  assist  the  rest  of  the  States 
in  developing  their  plans. 

Can  you  tell  me  what  that  means  ? Are  you  going  to  have  to  read 
something  in  there  that  is  not  there  ? 

When  I got  through  with  it,  I did  not  know. 

REQUIREMENT  FOR  STATE  ADMINISTRATIVE  PLANS 

Mr.  Hoegh.  Mr.  Chairman,  the  law  does  state  that  before  we  can 
allocate  any  funds  from  the  Federal  Treasury  to  the  State  and  local 
governments,  the  State  must  have  an  administrative  plan  to  expend 
these  funds. 

We  were  familiar  with  the  law  so  we  went  to  several  of  the  Statels 
and  worked  it  out  with  them,  with  the  people  we  mentioned. 

First,  they  have  to  present  this  administrative  plan;  second,  there 
is  a requirement  that  in  time  they  must  develop  State  and  operational 
plans  that  are  compatible  with  the  national  plan  promulgated  on 
October  22,  1958. 

Mr.  Thomas.  What  are  they  going  to  do  now  that  they  have  not 
been  doing  for  the  past  10  years,  since  April  1950,  when  we  first  met 
on  this  program  ? I shall  never  forget  it. 

What  was  the  general’s  name  who  came  down  from  New  York? 

Mr.  Hoegh.  Huebner,  probably. 

Mr.  Thomas.  How  is  the  old  gentleman  ? 

Mr.  Hoegh.  Fine. 

Mr.  Thomas.  He  was  a lieutenant  general  when  he  retired,  I be- 
lieve. 

Mr.  Hoegh.  He  still  is.  Let  me  continue  so  as  to  get  all  of  this 
in  the  record. 

This  had  to  be  incorporated  in  these  administrative  plans.  We 
were  not  familiar  with  the  merit  system  so  we  had  to  go  to  the  State 
governments  and  make  sure  that  they  would  develop  them  in  line 
with  those  they  already  had  developed  with  HEW. 

Third,  their  books  were  going  to  be  subject  to  audit  so  the  admin- 
istrative plan  had  to  incorporate  that  because  we  were  going  to  be 
certain  that  they  were  not  violating  the  law  that  you  enacted  and  so 
we  wanted  to  make  sure  that  they  were  not  wasting  money  but  putting 
his  money  in  to  strengthen  their  planning,  their  training  and  their 
operational  capability. 

Mr.  Thomas.  Governor,  will  you  let  me  interrupt  you  ? 

The  Department  of  Health,  Education,  and  Welfare  has  programs 
in  practically  every  State  for  old-age  and  survivors  insurance,  and 
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so  forth.  How  does  your  plan  fit  in  with  that  of  the  Department 
of  Health,  Education,  and  Welfare? 

Mr.  IIoEGH.  With  reference  to  HEW  plans  they  have  a merit  system 
in  the  various  States.  Our  system  is  going  to  be  similar  to  that — 
identical  to  the  merit  system — and  when  we  put  these  funds  out,  they 
have  to  have  their  personnel  qualified  under  the  merit  system  just 
the  same  as  HEW  does.  This  is  most  important,  and  that  is  why 
I said  initially  that  we  are  trying  to  eliminate  by  that  method  some 
of  this  political  skullduggery  and  take  politics  out  of  it. 

That  is  with  reference  to  the  preparation  of  administrative  plans, 
Mr.  Chairman. 

PLANS  IN  46  STATES 

As  I mentioned  to  you,  46  States  now  have  plans  perfected,  and 
the  other  States  and  Territories  will  have  them  perfected  before  March 
31  of  this  year. 

Mr.  Thomas.  What  are  the  big,  outstanding  principles  that  they 
have  got  to  do  to  come  up  with  a plan?  What  rules  and  regula- 
tions do  you  lay  down  with  reference  to  a plan?  That  is  the  meat 
in  the  coconut,  and  the  salaries  and  merit  system  is  coincidental. 
IThat  can  we  put  our  teeth  in  now  in  the  way  of  a plan  of  expenditure 
and  the  results  hoped  to  be  obtained,  and  just  exactly  what  do  they 
have  to  do  to  obtain  these  results? 

Can  you  give  us  a little  definite  information  on  that? 

Mr.  Hoegh.  Yes,  sir.  They  must,  first  of  all,  perfect  this  admin- 
istrative plan  but  the  real  principle  that  they  have  to  get  established 
is  to  develop  a sound  State  and  local  civil  defense  operational  plan 
compatible  with  the  national  plan  so  that  they  can  carry  out  their 
assigned  missions  as  directed  by  the  national  plan  for  civil  defense 
and  defense  mobilization. 

Mr.  Thomas.  What  do  they  have  to  do  in  order  to  have  a good 
plan?  Do  they  have  to  build  shelters  or  have  lectures  once  or  twice 
a week  or  put  signs  up;  or  do  they  have  to  have  warning  systems; 
do  they  have  to  put  up  telephone  lines  or  have  factory  and  precinct 
wardens  ? 

Would  you  please  give  us  some  definite  procedures  which  they  will 
have  to  follow,  if  you  can  ? 

Mr.  Hoegh.  Well,  some  of  those  are  prerequisite  requirements. 

Mr.  Thomas.  I just  pulled  them  out  of  thin  air. 

Mr.  Hoegh.  But  some  of  the  most  important  ones  are  these : The 
State  government  must  ha.ve  a staff  that  is  capable  of  coordinating 
and  directing  all  State  departments  and  agencies,  all  personnel  re- 
sources and  facilities  so  that  they  can  perform  and  execute  their 
mission  within  the  confines  of  their  State. 

The  local  government  must  have  that  type  of  planning  and  must 
have  a staff  augmented  so  that  they  can  coordinate  and  direct  at  the 
local  level.  Particularly  is  that  true  in  target  cities. 

Today,  Mr.  Chairman  and  members  of  the  committee,  28  of  the 
States  have  staffs  of  less  than  20  people.  That  is  not  sufficient  to 
properly  coordinate  and  direct  the  efforts  of  civil  defense  at  that 
State  or  local  level. 

Mr.  Bow.  I would  like  to  ask  this  question:  You  are  talking  about 
the  way  these  funds  are  to  be  used.  I am  not  talking  about  the  em- 
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ploymont  of  people.  In  my  home  city  of  Canton,  Ohio,  we  are 
^ettin^  ready  to  build  a new  city  hall  and  I have  noticed  several 
times  that  in  their  statements  which  they  make  about  the  amount  of 
money  tliat  is  goin^  to  be  used  to  build  that  city  hall,  they  referred  to 
a Federal  contribution  to  the  city  hall  because  they  are  going  to  house 
civil  defense  and  build  walls  of  certain  thickness. 

coxs  fructiox  of  control  centers  in  municipal  buildings 

Is  some  of  this  money  going  for  the  building  of  municipal  buildings 
throughout  the  country? 

Mr.  IIoEGii.  Sir,  none  of  this  $3  million 

Mr.  Bow.  I am  not  talking  about  that.  I am  talking  about  your 
overall  and  the  general  amount.  Are  you  making  contributions 
to  the  building  of  municipal  buildings? 

Mr.  Hoegii.  We  are  not  making  any  contributions  just  for  a munic- 
ipal building,  but  we  do  have  funds,  sir,  which  permit  us  to  match 
funds  with  the  state  or  with  the  local  government  if  they  will  con- 
struct a control  center. 

Now,  in  some  municipal  buildings 

Mr.  Bow.  What  do  you  mean  by  control  center  ? 

Mr.  Hoegh.  That  would  mean  a center  where  you  would  have  your 
communications — your  command  functions — including  the  mayor  and 
all  of  your  service  functions  that  would  operate  in  case  of  an  emer- 
gency. It  would  provide  fallout  protection,  and  in  some  areas  up  to 
30  p.s.i.,  or  overpressure  of  30  pounds  per  square  inch,  and  that  is  to 
enable  local  governments,  particularly  in  target  cities,  or  State  gov- 
ernments to  be  able  to  operate  in  case  of  a nuclear  attack. 

It  is  a center  which  will  give  the  officials  protection  from  fallout 
so  that  they  can  carry  on  with  their  responsibilities  in  case  of  a 
nuclear  attack. 

Mr.  Bow.  So  as  to  get  it  pinpointed,  do  I understand  that  the 
Federal  Government  now  is  making  contributions  for  the  building  of 
municipal  buildings  where  they  set  them  up  as  a part  of  civil  defense? 

Mr.  Thomas.  They  do  not  have  any  funds  for  that  purpose,  and 
if  they  have,  it  has  been  an  illegal  contribution. 

Mr.  Hoegh.  No,  sir;  we  cannot  do  it  for  municipal  buildings,  sir, 
but  only  for  the  control  center  part  of  the  municipal  building. 

Mr.  Bow.  Do  you  have  reference  to  the  equipment  which  goes  intA 
it;  is  that  it? 

Mr.  Hoegh.  On  the  equipment  we  can  go  50-50. 

Mr.  Bow.  How  about  the  actual  construction  of  the  building  ? 

Mr.  Hoegh.  No,  sir;  only  the  part  that  is  used  for  a control  center, 
but  not  the  municipal  building. 

Mr.  Thomas.  I do  not  know  if  you  have  any  authority  to  even  go 
that  far.  Governor. 

Mr.  Hoegh.  Yes,  sir ; under  the  present  law  we  do. 

Mr.  Bow.  I was  told  that,  and  as  you  recall,  in  our  supplemental 
conference  over  with  the  Senate  last  year,  I was  told  there  were  no 
funds  and  it  could  not  be  done,  and  now  here  I am  being  told  today 
it  can  be  done. ' 

Mr.  Thomas.  You  do  not  have  any  funds  for  that  purpose. 

Mr.  Hoegh.  Yes,  sir ; it  can  be  done. 
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Mr.  Thomas.  Where? 

Mr.  Hoegh.  You  have  appropriated  to  the  Federal  Civil  Defense 
Administration  every  year  the  sum  of  $17  million  for  the  purpose  of 
making  contributions  to  State  and  local  governments  for  equipment 
and  facilities. 

Mr.  Thomas.  Yes,  but  that  is  not  any  construction  money,  Governor. 
Surely  you  have  not  been  spending  your  money  for  that. 

Mr.  Hoegh.  For  control  centers;  yes. 

Mr.  Thomas.  We  never  have  permitted  that  to  be  done.  We  gave 
you  money  for  equipment,  but  we  have  always  watched  it  very  closely. 

Mr,  Hoegh.  It  incorporates  facilities,  sir. 

Mr.  Thomas.  Facilities  mone^^? 

Mr.  Hoegh.  It  has  been  going  on  since  1950 ; it  has  been  done  since 
1950. 

Mr.  Thomas.  You  mean  this  has  been  going  on  since  1950;  is  that 
right  ? 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Thomas.  Construction  monev? 

Mr.  Hoegh.  For  control  centers — these  communications  centers. 
For  instance,  let  us  take  your  municipal  building  in  your  city 

Mr.  Row.  Canton,  Ohio. 

Mr.  Hoegh.  They  may  have  four  stories  up  above,  and  we  make  no 
contribution  to  it.  Down  in  the  basement,  however,  they  probably 
would  strengthen  half  of  it,  or  all  of  it.  We  do  not  match  funds  for 
the  normal  construction  but  we  match  funds  to  make  it  conform  with 
the  criteria  that  is  needed  for  a control  center. 

Mr.  Thomas.  Mr.  Rooney  asked  a question  a while  ago  about  the 
audit.  Does  the  General  Accounting  Office  audit  these  books? 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Thomas.  It  is  news  to  me  that  any  funds  have  ever  been 
spent — one  penny — for  construction  outside  of  your  research  pro- 
gram. When  this  budget  was  first  handled  back  in  1950,  right  on 
down  through  the  years,  I do  not  think  I have  missed  but  maybe 
one  meeting,  and  at  no  time  do  I recall  anything  ever  being  said 
about  spending  any  of  these  appropriation  funds  for  facilities  for 
construction.  We  gave  them  to  you  for  ladders,  fire  hose,  fire  engines, 
and  fire  this  and  that,  but  never  a fire  building. 

Mr.  Jenseis^.  Mr.  Chairman,  let  me  see  if  I can  clarify  this  thing: 
If  we  are  going  to  have  a civilian  defense  program  and  obtain  all 
of  these  millions  for  the  purposes  for  which  that  agency  was  created, 
then  it  appears  to  me  that  it  is  certain!}'  necessary  to  have  a control 
center  properly  built  from  which  information  can  be  disseminated 
to  the  area  which  is  under  the  jurisdiction  of  that  particular  area. 

Mr.  Thomas.  Oh,  yes,  and  they  have  a control  center. 

Mr.  Jensen.  It  is  for  a control  center.  All  they  do  is  strengthen 
the  walls  and  sav  it  is  a f acilitv. 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Jensen.  If  those  people  who  are  in  that  control  center  are 
not  protected,  then  of  course  no  one  is  protected,  because  they  can- 
not disseminpJe  the  information  to  the  people. 

Mr.  Thomas.  That  is  the  communications  center. 

Mr.  Jonas.  Will  you  yield  to  me  at  that  point? 

Mr.  Jensen.  Yes,  sir. 
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Mr.  JoxAS.  Take,  for  instance,  the  Canton  case  you  are  talking 
about.  Sup|)ose  for  noi*nial  construction  the  basement  would  cost 
$100,000. 

Mr.  IloKGii.  Yes,  sir. 

Mr.  J oxAS.  But  to  incorporate  the  improved  construction  to  meet 
yoiii*  criteria  it  is  going  to  cost  $150,000.  You  would  put  up  half  of 
the  extra  $50,000? 

Mr.  IIoEoir.  Yes,  sir. 

Mr.  JoxAS.  You  would  not  go  one-half  of  the  $150,000? 

Mr.  IIoE(nr.  That  is  right. 

Mr.  Bow.  So,  if  they  did  not  have  the  control  center  in  the  build- 
ing, the  building  would  cost  less  to  the  taxpayers  of  the  city  of 
Canton  ? 

Mr.  Hoegii.  If  they  did  not  build  it  so  that  it  would  protect  the  peo- 
])le  that  will  have  to  operate  in  that  place  of  business  during  an 
emergency,  that  is  right. 

^Ir.  Bow.  In  other  words,  if  the  Civil  Defense  Unit  were  not  in 
the  city  hall  in  the  city  of  Canton,  the  actual  construction  of  the  build- 
ing would  cost  the  taxpayers  of  Canton  less  than  with  it  in  there? 

ilr.  Hoegh.  That  is  correct.  Some  communities,  sir,  as  for  in- 
stance Dade  County,  Fla.,  built  its  control  center  separate  from  the 
city  hall.  They  built  it  out  at  the  edge  of  town.  The  control  center 
in  Dade  County,  Fla.,  was  built  at  the  edge  of  the  city.  Now,  there, 
we  went  50-50  because  it  is  used  exclusively  for  a control  center,  and 
its  communications  and  all  of  its  services  like  fire,  police,  and  health, 
all  of  them  operate  from  there  in  case  of  an  emergency. 

Mr.  Jexsen.  Let  me  say  this  before  we  adjourn  for  lunch:  The 
duties  of  the  Civil  Defense  Administration  are  many  and  varied. 
Take,  for  instance,  in  every  national  emergency  like  this  flood  in 
Pennsylvania  and  Ohio,  the  Civil  Defense  Administration  is  the 
coordinator  for  all  the  agencies  which  are  involved  in  a major 
disaster. 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Jensex.  And  it  is  Mr.  Hoegh  as  Administrator  of  Civil  De- 
fense wdio  must  approve  every  dollar  the  Federal  Government  spends 
in  such  disasters  as  we  now  have  in  Pennsylvania  and  Ohio. 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Jexsex.  We  had  in  my  town  a terrific  flood 

Mr.  Thomas.  Those  are  two  separate  and  distinct  programs.  We 
ha  d at  one  time  the  disaster  relief  program. 

Mr.  Jensex.  And  it  is  Mr.  Hoegh  as  Administrator  of  Civil  De- 
istrator  of  Civil  Defense — today  of  seeing  to  it  that  all  of  these  agencies 
function  according  to  law. 

Mr.  Thomas.  That  is  financed  out  of  the  President’s  emergency 
fund. 

Gentlemen,  let  us  come  back  at  1 :15. 
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Mr.  Thomas.  Gentlemen,  we  will  resume  with  the  consideration  of 
the  request  by  the  Civil  Defense  Agency. 

Mr.  PooNEY.  I am  curious  as  a matter  of  information  concerning 
this  chart  at  pages  4 and  5 of  the  justifications. 
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PERSONNEL  IN  PUERTO  RICO 

What  is  the  reason  that  you  have  182  personnel  in  Puerto 
Kico  as  compared  with  80  in  Texas  ? How  does  that  come  about  ? 

Mr.  Hoegh.  That  is  based  upon  several  factors,  and  one  would  be 
the  critically  of  the  target  areas  or  the  support  areas. 

Another  one  would  be  based  upon  the  status  of  civil  defense  readi- 
ness and  another  factor  is  population. 

Mr.  Rooney.  There  would  be  more  population  in  Texas ; would  there 
not? 

Mr.  Thomas.  Yes. 

Mr.  Hoegh.  But  the  state  of  readiness,  sir,  would  be  an  important 
factor. 

Mr.  Rooney.  Readiness  ? 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Rooney.  What  do  you  mean  by  that  ? 

Mr.  Hoegh.  Well,  for  instance,  if  a State  or  Territory  is  now  doing 
a good  job,  we  do  not  penalize  them  for  having  done  a good  job,  but 
we  take  that  into  consideration  so  that  we  can  strengthen  the  civil 
defense  capability  in  that  particular  State  or  Territory. 

Mr.  Rooney.  Perhaps  I am  a little  dense  this  afternoon,  but  I still 
do  not  understand  this,  particularly  when  one  makes  a comparison 
between  Puerto  Rico  with  182  employees  as  compared  with  19  in 
Hawaii. 

Would  not  Hawaii  be  a more  strategic  location  and  would  not 
Hawaii  be  more  heavily  populated?  Would  not  that  be  one  place 
where  one  would  expect  there  would  be  more  employees  ? 

Mr.  Hoegh.  That  is  a good  point,  but  I want  to  mention  this,  sir : 
You  will  notice  in  Puerto  Rico  today  they  have  107  doing  this  kind  of 
work.  Therefore,  that  has  an  effect  upon  the  state  of  readiness  in 
Puerto  Rico.  They  have  107  doing  this  work.  So,  on  that  base  you 
go  up  to  182  and  that  would  indicate  approximately  an  80  percent 
increase  there. 

In  Hawaii  they  had  11  and  they  go  up  to  19  which  likewise  repre- 
sents about  an  80-percent  increase. 

Mr.  Rooney.  Would  one  properly  infer  from  these  figures  that  the 
Office  of  Civil  Defense  has  not  done  much  with  regard  to  alerting  the 
people  in  Hawaii  ? 

Mr.  Hoegh.  They  have  done  a good  job  in  Hawaii,  sir,  and  they  are 
doing  a good  job  there  now. 

They  are  doing  a pretty  good  job  in  Puerto  Rico.  However,  some 
part-time  personnel  are  included.  You  will  notice  the  funds  involved 
amount  to  $34,750  for  Puerto  Rico  as  against  $16,000  for  the  Territory 
of  Hawaii. 

We  do  not  control  the  number  of  people,  but  we  control  the  money. 

CONTRIBUTION  FOR  PERSONNEL  AND  ADMINISTRATION 

Mr.  Boland.  Governor,  on  the  first  list  I am  looking  at  the  number 
of  personnel.  This  personnel  is  now  all  paid  for  by  the  State  ? 

Mr.  Hoegh.  Yes,  sir.  States  and  their  political  subdivisions. 

Mr.  Boland.  There  is  no  contribution  by  the  Federal  Government 
for  personnel  and  administration  now  ? 
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)r:Gii.  No,  sir. 

Mr.  Boi.and.  But  under  the  public  law  which  we  passed  last  year, 
diis  would  be  part  of  the  contribution,  and  we  would  pick  up  50  per- 
'enl  of  tlie  tab  for  personnel  and  administration? 

Mr.  lloixui.  We  are  picking  it  up,  up  to  50  percent,  based  upon  the 
nuount  of  money  we  have,  sir,  on  personnel  and  administrative 
expense. 

STRENGTHENING  CIVIL  DEFENSE  AT  STATE  AND  LOCAL  LEVELS 

Mr.  Boland.  I recognize  what  your  difficulties  are,  and  I think  you 
as  the  Administrator  have  done  an  excellent  job  with  civil  defense. 
You  and  your  staff  at  the  Federal  level  of  course  are  interested  in 
sti*engthening  the  civil  defense  at  the  State  and  local  levels  which, 
of  course,  is  precisely  where  it  ought  to  be  strengthened. 

The  only  problem  as  I see  it  with  regard  to  civil  defense  particularly 
is  with  reference  to  personnel.  All  of  these  areas  are  now  getting  in- 
creases in  personnel. 

You  did  say  something  to  the  effect  that  it  was  tied  in  with  a merit 
system  of  the  various  States.  However,  this  has  not  been  so  up  to  now. 

Mr.  Hoegh.  That  is  right,  sir. 

Mr.  Boland.  There  is  not  any  doubt  about  that  fact  at  least,  based 
upon  knowledge  I have  about  it. 

This  is  something  which  must  be  guarded  against. 

You  have  gone  over  the  figures  and  I presume  these  increases  in 
personnel  have  come  to  you  only  because  it  has  been  given  close  study  \ 
by  your  administration. 

But  I think  there  should  be,  and  there  has  not  been  up  to  now,  some 
real  close  supervision  of  the  States,  and  the  people  they  put  on.  This 
civil  defense  program  will  never  work  unless  people  that  are  engaged 
in  it  do  their  job. 

What  control  would  you  have  over  personnel — ^the  increase  of  per- 
sonnel— where  the  Federal  Government  now  will  get  into  the  question 
of  paying  for  part  of  the  personnel  ? 

Mr.  Hoegh.  Mr.  Boland,  first,  let  me  say  that  this  will  never  be  a 
giveaway  program.  This  program  is  going  to  be  one  where  I am 
going  to  get  some  results.  First,  we  are  going  to  have  to  have  good 
people  on  the  civil  defense  payroll.  They  are  going  to  have  to  meet 
certain  qualifications,  tests,  and  so  forth. 

Mr.  Boland.  Who  determines  the  qualifications  and  the  tests  ? 

This  is  interesting.  If  it  were  left  to  your  own  agency  and  if  you 
had  the  supervision  and  the  general  direction  of  it,  I have  plenty  of 
confidence  in  it,  but  this  I do  not  have. 

Mr.  Hoegh.  We  have  regulations  that  we  have  prepared  that  must 
be  complied  with  by  the  State  and  the  local  governments.  One  is  that 
they  must  qualify ; second,  they  must  be  under  the  merit  system,  and 
not  political. 

Mr.  Thomas.  Whose  merit  system.  Governor  ? 

Mr.  Hoegh.  The  State  merit  system,  which  is  similar  to  the  one 
that  applies  to  HEW  and  the  Bureau  of  Employment  Security. 

Mr.  Thomas.  Do  all  the  States  have  a merit  system  ? 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Thomas.  It  is  narrow  in  scope ; is  it  not  ? 
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Mr.  Hoegh.  That  is  where  you  have  a matching  arrangement  which 
comes  under  the  merit  system. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Hoegh.  Secondly,  Mr.  Boland,  there  can  be  no  discrimination. 
Another  point  is  it  has  to  be  common  pay  for  a common  job. 

FEDERAL  QUALIFICATIONS  AND  STANDARDS 

Mr.  Boland.  Let  me  ask  you  this : I think  what  you  have  detailed 
is  fine.  But  the  question  is  how  are  you  going  to  supervise  it,  and 
will  the  qualifications  be  established  at  the  Federal  level?  In  other 
words,  you  will  establish  the  qualifications  ? 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Boland.  And  you  will  make  sure  that  people  who  are  put  on 
the  payroll  by  the  States  meet  these  qualifications  or  they  do  not 
get  on  ? 

Mr.  Hoegh.  Yes,  sir,  by  audit  and  by  inspection,  and  furthermore, 
if  they  deviate  from  them  they  will  be  eliminated  and  scratched  off 
until  they  get  their  house  in  order. 

Mr.  Boland.  That  is  fine,  and  sounds  good.  I hope  it  works. 

MTiy  do  we  have  these  increases  in  States  like  New  York  and  Cali- 
fornia, and  in  my  own  State,  where  there  is  an  increase  of  112  while 
other  States  are  not  receiving  so  many  ? 

This  is  going  to  take  a good  part  of  this  money  that  we  would  be 
appropriating — 1,439  people  is  an  awful  lot  of  people,  and  that  re- 
quires a lot  of  money  to  sustain  them. 

Mr.  Jonas.  Will  the  gentleman  yield? 

Mr.  Boland.  Yes,  sir. 

Mr.  Jonas.  You  notice  that  New  York  and  California  get  one  third 
of  this  entire  $3  million. 

Mr.  Boland.  I did  not  notice  it,  but  it  is  so.  Yes ; they  do.  They 
get  $1  million  of  the  $3  million.  So,  why  these  tremendous  increases 
in  personnel?  The  particular  local  plans  that  are  going  to  be  sub- 
mitted to  you  for  approval,  based  on  the  national  plan,  you  just  do  not 
think  that  they  can  carry  out  these  plans  unless  this  added  personnel  is 
given  to  the  States,  is  that  correct  ? 

ALLOCATION  FORMULA 

!Mr.  Hoegh.  That  is  one  reason,  sir.  Five-ninths  of  the  funds  are 
based  upon  the  criticality  of  the  area.  Second,  three  ninths,  or  one 
third,  is  based  upon  the  state  of  civil  defense  readiness  so  as  not  to 
penalize  those  that  have  been  doing  a fairly  good  job,  and  third,  one- 
ninth  is  based  upon  population. 

That  standard  of  criteria  has  been  passed  upon  by  the  executive  com- 
mittees of  the  National  Association  of  State  and  Territorial  Civil  De- 
fense Directors,  and  the  United  States  Civil  Defense  Council,  which  is 
composed  of  county  and  city  civil  defense  directors. 

They  are  in  full  accord  that  this  type  of  allocation  is  satisfactory, 
and  it  meets  with  their  approval.  We  look  at  it  that  this  is  the  bek 
way  to  strengthen  the  capability  at  the  local  and  State  level.  Under- 
stand, we  may  come  to  you  later  and  say  that  well,  maybe,  we  made 
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}i  mistake,  and  it  should  be  such  and  such  and  we  will  not  hesitate  to 
do  tliat  if  through  experience  we  find  that  to  be  the  case. 

M r.  dhio^LAS.  Mr.  Boland,  will  you  yield  at  that  point? 

Mr.  Bon  AND.  Yes,  sir. 

Mr.  T iio^AfAS.  AVhat  about  highly  industrialized  areas  like  Illinois 
with  fVr)  })eople  noAV,  and  only  66  projected,  and  what  about  Ohio  with 
D!)  now  and  only  153  projected? 

I am  not  cpiestioning  your  formula.  You  know  a whole  lot  more 
about  it  than  I do.  I am  just  wondering  if  you  have  the  right  dis- 
tribution. For  instance,  you  have  now  73  in  New  Jersey  and  propose 
to  increase  it  to  124.  You  have  99  in  Pennsylvania  and  you  are  going 
to  increase  it  to  some  small  extent.  What  do  you  have  for  an  adjoin- 
ing State  like  Ohio  where  you  have  now  90,  proposing  to  increase  it 
to  153?  That  is  a tremendously  important  area,  as  well  as  Illinois, 
Ohio,  and  Pennsylvania.  Also,  what  about  Michigan?  What  do 
you  have  for  Michigan  ? 

Mr.  Hoegh.  I think,  Mr.  Chairman,  we  would  find  this : That  there 
was  no  extravagant  extension  but  rather  it  was  a gradual  extension 
and  improvement. 

]\Ir.  Thomas.  Excuse  me  for  interrupting. 

jMr.  Hoegh.  I think  that  had  a bearing  upon  us.  In  addition,  of 
course,  the  most  compelling  part  was  the  criteria  that  I set  forth. 

Mr.  Boland.  You  are  going  to  annualize  the  1,430  additional  em- 
ployees ? The  $3  million  will  be  used  for  3 months  ? 

]\Ir.  Hoegh.  This  is  for  the  first  3 months  and  then  we  are  coming 
back  to  you  for  the  fiscal  year  1960  for  a 12-month  period. 

]\Ir.  Thomas.  This  would  be  for  the  last  3 months. 

Mr.  Hoegh.  We  will  come  in  for  a full  fiscal  year  of  $12  million. 

Mr.  Boland.  Thank  you  very  much. 

]\Ir.  Kooney.  Are  these  people  already  on  the  payroll  ? 

Mr.  Hoegh.  The  first  colunm,  but  not  the  second  column. 

Mr.  Rooney.  In  other  words,  none  of  this  $3  million  has  yet  been 
used? 

Mr.  Hoegh.  No,  sir. 

]\Ir.  Rooney.  Because  you  are  depleting  that  fund  you  want  to 
transfer  from  the  other  fund  ? 

Mr.  Hoegh.  No,  sir. 

SURVIVAL  PLANS 

^Ir.  Rooney.  Why  do  you  not  wait  until  the  1st  of  July  to  do^Bome- 
thing  about  this  ? 

Mr.  Hoegh.  Sir,  there  are  two  reasons : This  is  most  important,  sir. 
You  will  recall  a few  years  ago  you  gave  to  this  Office — I was  not  then 
the  Director — $10  million  to  help  the  States  make  survival  plans 
throughout  the  countiy.  These  survival  plans  have  been  perfected  by 
men  of  good  caliber  and  ability.  These  men  have  now  completed 
the  job  of  perfecting  what  vce  call  State  and  local  survival  plans,  and 
they  are  well  indoctrinated  and  well  trained  in  this  work.  It  is  im- 
portant now  to  put  such  plans  into  effect. 

]\Ir.  Thomas.  Governor,  you  remember  that  those  plans  were  en- 
gineered to  get  tlie  traffic  out  of  this  town  by  going  up  street  A and 
turning  left  on  street  Y and  it  was  purely  an  evacuation  deal. 

You  have  thrown  that  out  of  the  window  ? 
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Mr.  Hoegh.  No,  sir. 

Mr.  Thomas.  You  have  not  ? 

Mr.  Hoegh.  No,  sir ; we  have  not. 

Mr.  Thomas.  Was  not  the  entire  plan  one  of  evacuation? 

HIGHWAY  SIGNS 

Mr.  Rooney.  That  leads  me  to  inquire  what  is  the  status  of  those 
signs  in  the  event  of  enemy  attack?  What  is  the  status  of  those 
things?  At  one  time  they  were  entirely — and  I remember  hearing 
testimony  in  civil  defense — wrong.  What  is  the  picture  today  ? 

Should  the  signs  be  standing  or  not? 

Mr.  Hoegh.  Sir,  that  depends  entirely  upon  the  local  government  or 
the  State  government.  There  are  many  communities  and  cities 
throughout  this  Nation  that  have  the  capability  of  executing  sound 
evacuation  plans  provided  sufficient  warning  time  is  given  to  them. 
Now,  \ve  as  a Federal  agency  are  not  going  to  tell  the  Governor  of 
California  that  he  is  to  remove  those  signs.  If  his  plans  make  use 
of  them,  that  is  his  prerogative.  For  instance,  in  San  Francisco  they 
have  good  plans  for  evacuation.  Now,  whether  they  execute  the  plan 
or  not  is  not  my  decision.  That  is  the  decision  of  the  mayor  of  San 
Francisco,  but  if  a certain  time  is  given  him,  he  then  can  execute  an 
evacuation  and  make  full  use  of  those  signs.  Again,  if  he  did  not 
have  ample  time  to  evacuate,  he  would  not  make  that  as  a decision. 
He  would  say  to  his  people  because  of  the  shortness  of  time,  take  the 
best  available  cover.  In  that  instance,  the  signs  would  not  be  used, 
but  certainly  for  good  planning  you  must  be  prepared  to  execute  one 
or  the  other,  or  both,  and  the  mayor  has  that  responsibility. 

So,  I would  not  tell  him  to  take  down  his  signs. 

I can  go  to  the  State  of  New  York  and  they  have  plans — good 
plans — for  evacuation.  I know  that  New  York  City  could  not  evacu- 
ate all  of  its  citizenry  unless  they  had  approximately  50  hours  prior 
warning,  and  gentlemen,  you  know  this:  there  is  a possibility,  but 
not  a probability,  that  we  could  have  strategic  warning  which  would 
enable  the  State  director  or  the  city  director  and  the  mayor  of  New 
York  City  to  move  the  women  and  the  children  from  the  city  prior 
to  the  attack.  But  that  decision  is  not  mine.  That  decision  is  that  of 
the  mayor  of  New  York  City.  We  insist,  however,  that  he  make  plans 
for  both  evacuation  and  for  taking  the  best  cover  available. 

Mr.  Jonas.  Will  the  gentleman  yield  ? 

Mr.  Rooney.  Yes,  sir. 

Mr.  J ONAS.  AYho  put  up  these  signs  on  the  highways,  “This  highway 
may  be  closed  in  the  event  of  enemy  attack”  ? 

Mr.  Hoegh.  That  was  put  up  prior  to  my  day. 

Mr.  Jonas.  By  civil  defense  ? 

Mr.  Hoegh.  I am  defending  the  action.  That  was  done  with  con- 
tributions money.  The  F ederal  Civil  Defense  Administration  through 
vour  authorization  used  funds  to  match  the  funds  of  State  and  local 
governments  to  buy  those  signs. 

Mr.  Jonas.  Youdonotknow  what  they  cost? 

Mr.  Thomas.  Yes;  plenty. 

Mr.  Hoegh.  The  cost  to  the  Federal  Government  was  $70,008  prior 
to  1957  when  the  program  of  signs  that  you  refer  to  was  discontinued. 

Mr.  Jonas.  Do  you  think  the}^  serve  a useful  purpose? 
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^fr.  IFoegii.  Sir,  if  the  local  community  and  the  State  feel  that 
tliey  need  them,  I would  say  yes,  because  they  have  the  responsibility. 

Mr.  Jonas.  You  mean  the  State  highway  departments? 

Mr.  IloEGir.  They  work  with  the  State  highway  department  in  put- 
ting up  the  signs,  but  with  reference  to  a target  city  the  Governor, 
tlie  local  executive,  or  the  mayor  makes  the  decision  as  to  whether  or 
not  they  move  or  stay  put. 

Afr.  Jonas.  I mean  the  signs  out  on  the  highways. 

Air.  IloEGn.  That  is  a matter  for  the  local  government  to  work  out 
with  the  State  government  in  conjunction  with  the  State  highway 
commission. 

Air.  Jonas.  I yield  back  to  the  gentleman  from  New  York. 

Air.  Hoegit.  In  my  State  of  Iowa,  I had  that  problem  when  I was 
Governor.  We  did  not  put  up  signs,  but  it  was  my  decision. 

Air.  tlENSEN.  I am  sure  every  member  of  the  committee  recognizes 
the  difficult  job  which  Air.  Hoegh  has.  He  deals  in  what  is  called 
imponderables.  He  has  been  given  the  responsibility  of  administer- 
ing this  program  and  it  is  not  a pleasant  duty.  Many  people,  of 
course,  say  “Oh,  well,  we  are  never  going  to  be  bombed,”  and  other 
people  think  we  are  going  to  get  bombed  tomorrow  morning  before 
breakfast. 

Off  the  record. 

(Discussion  off  the  record.) 

Now,  I know,  as  I think  most  of  you  gentlemen  know  on  this  com- 
mittee, that  Air.  Hoegh  has  not  exceeded  or  even  come  close  to  spend- 
ing as  much  money  as  he  has  the  authority  to  spend  and  that  is  with 
the  consent  of  Congress,  of  course.  It  is  a difficult  job  not  only  to 
administer  civil  defense 

Mr.  Thomas.  Will  the  gentleman  yield? 

Mr.  Jensen.  Yes,  sir. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

COORDINATION  OF  DISASTER  RELIEF 

Mr.  Thomas.  Governor,  so  much  for  civil  defense.  You  have 
another  great  responsibility  of  coordinating  all  agencies  that  have 
anything  to  do  with  these  major  disasters  in  our  country. 

I wonder  if  you  would  explain  the  responsibilities  that  you  have 
in  connection  with  that  ? 

Mr.  Hoegh.  I would  do  it  very  briefly,  and  it  is  this : 

For  the  President,  we  act  as  the  overall  disaster  relief  coordinator 
for  all  Federal  agencies  in  order  to  bring  about  full  support  of  the 
Federal  resources  and  personnel,  equipment  and  know-how,  in  behalf 
of  the  local  community  that  is  hit  by  a natural  disaster  and  the 
State  in  which  the  disaster  occurs. 

Air.  Jensen.  Well,  now,  I had  considerable  experience  in  a major 
flood  disaster  which  raged  down  through  my  little  town  last  July  2, 
and  I want  to  say  that  I appreciated  the  fine  work  which  the  Gover- 
nor as  the  Administrator  of  Civil  Defense  did  in  that  terrible  disaster. 

Wq  have  just  had  a terrible  flood  out  in  Ohio  and  Pennsylvania, 
and  it  will  be  your  job  to  OK  the  claims  which  come  in  from  all  those 
agencies,  except  the  Red  Cross,  I presume,  before  the  checks  can  be 
written  from  the  President’s  emergency  fund ; is  that  right  ? 

Air.  Hoegh.  That  is  right,  sir. 
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Mr.  Jensen.  And,  so  the  Governor’s  responsibility  is  threefold  in 
fact : War  mobilization,  civilian  defense,  and  disaster  coordination. 

Mr.  Thomas.  Yes ; he  has  a big  job. 

Mr.  Jensen.  You  bet  he  has,  and  I want  to  say  right  now  that  I am 
mighty  proud  of  the  job  he  is  doing. 

Mr.  Thomas.  We  all  like  that  Governor  also. 

Mr.  Jonas.  Mr.  Chairman,  I have  just  one  question.  We  are  really 
talking  about  starting  a program  which  is  going  to  cost  us  $12  million 
a year  instead  of  just  $3  million  ? 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Jonas.  We  have  not  heretofore  contributed  any  part  of  the  ad- 
ministrative cost  to  the  States  ? 

Mr.  Hoegh.  That  is  right,  sir. 

Mr.  Thomas.  Mr.  Jonas,  may  I remind  you  that  the  total  authoriza- 
tion is  $25  million  rather  than  $12  million  ? 

Mr.  Jonas.  But  there  is  not  much  reason  to  hope  that  the  $12  million 
will  not  increase  as  the  years  go  by  ? 

Mr.  Hoegh.  I want  to  be  very  frank  and  fair  with  you.  I told 
you  I was  starting  on  a very  sound,  practical  basis,  and  no  doubt  if  it 
works  satisfactorily  it  will  grow,  and  I would  come  back  and,  maybe, 
ask  for  more  in  fiscal  year  1961. 

FORMULA  FOR  MATCHING  FUNDS 

Mr.  Jonas.  I do  not  understand  the  formula  you  use,  and  some  of 
these  matching  funds.  Some  are  on  the  basis  of  50  percent,  and  some 
are  not. 

Mr.  Hoegh.  That  is  right. 

Mr.  Jonas.  Wliat  formula  do  you  use? 

Mr.  Hoegh.  Sir,  it  is  based  upon  that  formula  I mentioned  of  five- 
ninths  for  criticality  of  the  area  and  one-third,  or  three-ninths,  for 
the  state  of  civil  defense  readiness,  and  one-ninth  on  population. 

Mr.  Jonas.  I can  see  that  that  is  the  way  you  might  grade  the 
State  offices,  but  would  that  be  a sound  reason  to  deny  one  State  a 
50  percent  contribution?  Maybe  the  reason  they  do  not  have  a 
sound  program  is  because  they  have  not  had  the  money. 

Mr.  Hoegh.  We  fixed  this  as  the  minimum,  sir,  in  addition  to  what 
I mentioned — $25,000  minimum  to  any  one  State. 

Now,  Mr.  Chairman,  may  I just  make  one  conclusion? 

Mr.  Thomas.  Certainly. 

Mr.  Hoegh.  I think  this  is  most  important:  We  have  adopted 
Public  Law  606  establishing  the  principle  of  joint  responsibility  of 
Federal,  State  and  local  government  for  civil  defense,  and  I will  say 
you  will  never  have,  in  America,  a sound,  hard-hitting,  effective 
civil  defense  unless  we  strengthen  it,  starting  with  the  local  govern- 
ment, the  State,  and  the  Federal.  I am  confident  when  I say  this — that 
at  the  Federal  level  we  are  getting  competency — we  are  providing 
the  overall  national  direction  which  I think  in  the  past  was  missing — 
but  it  is  there  now,  and  put  with  it  an  adequate  staff  at  the  local  and 
State  level,  and  I have  every  confidence  that  this  capability  will  be 
there. 
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XIX'KSSITY  FOR  STATE  LEVEE  PLANNING 

Mr.  'I’lioMAs.  Mr.  Hoegh,  it  has  been  the  position  of  this  committee 
>iiice  t lie  inceiit ion  of  tliis  program,  starting  in  1950  and  right  on  year 
I'V  y(*ar  tlirougli  all  your  processes,  that  there  was  no  one  in  Wash- 
ing! on  going  to  be  able  to  press  a button  and  save  the  hide  of  anyone 
in  Iowa,  Massachusetts,  Texas,  California  or  New  York.  If  a 
man  is  saved  from  attack,  it  is  going  to  be  by  virtue  of  his  own 
r(‘soui-ces  |)lus  some  organization  and  activity  on  the  part  of  the  local 
roinmunity.  And,  if  the  local  community  is  not  interested  in  formu- 
lating a plan,  I do  not  know  how  a few  Federal  dollars  is  going  to 
answer  the  question.  After  all,  it  is  their  responsibility. 

Mr.  IIoEGii.  Yes,  but  let  me  quickly  point  out  that  after  visiting 
with  mayors  and  with  governors,  I would  say  the  Federal  Govern- 
ment has  a responsibility  for  the  overall  direction  and  they  have  the 
responsibility  of  contributing  to  this  at  the  local  and  State  level. 

Mr.  Tiioimas.  They  are  going  to  say  at  the  first  crack  of  the  gun : 
‘‘Yes;  it  is  a Federal  responsibility.  Bring  on  the  Army,  Navy,  and 
Air  Force,  and  throw  civil  defense  out  the  window.” 

Mr.  Hoegh.  They  will  never  do  that. 

Mr.  J ensen.  You  work  in  full  cooperation  with  the  National  Guard, 
do  you  not  ? 

Mr.  Hoegh.  We  work  closely  with  them. 

Mr.  elENSEN.  You  are  a member  of  the  National  Guard,  are  you 
not.  Governor? 

Mr.  Hoegh.  Yes,  sir ; I am. 

Mr.  Thomas.  They  tell  me.  Governor,  that  about  this  time  last  year, 
as  a,  result  of  an  unusually  heavy  and  sudden  snowfall,  about  15,000 
or  20,000  automobiles  were  snowbound  and  stranded  at  a race  track 
about  15  or  20  miles  from  Washingtan.  The  highway  police,  the 
civil  defense,  and  finally  the  Army  at  a nearby  installation  were 
called  in.  After  several  hours  they  got  everything  moving  again. 

Mr.  Hoegh.  That  is  team  action.  That  is  exactly  what  I am  talk- 
ing about  here  and  that  is  to  be  able  to  marshal  all  people  and  all 
resources  and  all  facilities,  but  instead  of  having  them  go  in  all  direc- 
tions, that  we  get  it  under  one  coordinated  and  one  directed  effort. 
The  national  plan  is  good,  and  it  is  sound.  The  Governors  and 
mayors  have  accepted  it.  However,  it  is  necessary  that  we  get  it 
down  to  the  grassroots. 

TRAINING  PROGRAM 

Mr.  Thomas.  You  are  throwing  away  your  educational  program? 

Mr.  Hoegh.  No,  sir. 

Mr.  Thomas.  You  are  implementing  that? 

Mr.  Hoegh.  Yes,  sir. 

Mr.  Thomas.  How  many  schools  do  you  have  now  ? 

]\Ir.  Hoegh.  We  have,  sir,  three  training  centers  that  are  financed 
by  tlie  Federal  Government. 

Mr.  Thomas.  That  is  exactly  the  same  number  we  had  10  years  ago 
when  we  first  got  started. 

Mr.  Hoegh.  No  ; we  have  more.  We  have  one  now  on  the  east  coast 
for  which  you  ]irovided  funds,  and  we  have  one  that  will  be  estab- 
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lished  on  the  west  coast,  and  we  have  a training  center  at  Battle 
Creek,  Mich.  We  also  have  our  staff  college  at  Battle  Creek,  Mich. 
The  reason  you  pennitted  us  to  create  the  ones  on  the  east  gnd  west 
coasts  was  to  make  them  more  accessible. 

I have  been  to  State  and  local  governments  and  I think  you  are 
to  be  highly  commended  for  it. 

Mr.  Thomas.  You  are  a gentleman  and  a scholar,  and  we  are 
delighted  to  have  you  with  us,  and'^swap  ideas  with  you  and  your 
staif 

. Mr.  Hoegh.  Mr.  Chairman,  may  I put  in  the  record  a couple  of 
additional  statements  ? 

Mr.  ThoMxVS.  Yes. 

Mr.  Hoegh.  The  Commission  on  Intergovernmental  Relations, 
known  as  the  Kestiibaum  Commission  on,  which  there  were  three 
Members  of  the  U.S.  Senate  and  three  Members  of  the  House  of 
Representatives,  in  its  report  stated  as  follows : 

The  Gommission  recommends  that  Congress  amend  the  Federal  Civil  Defense 
Act  to  liberalize  the  financial  participation  of  the  National  Government  in  State 
and  critical  target  areas,  civil  defense  administrative  planning  and  training 
costs.: 


Let  me  say  further  that  the  Kefauver  committee  and  the  Holiheld 
committee  of  this  Congress  and  in  addition  to  that  the  Governors’ 
conference,  the  mayors'  conference  and  the  American  Municipal 
Association,  the  National  Association  of  County  Officials,  AFL-CIO, 
and  the  American  Legion  have  all  endorsed  this  principle  of  haying 
the  Federal  Government  participate  in  the  cost  of  civil  defense  at  the 
State  and  local  levels. 

Thank  you. 

' Mr.  Thomas.  Thank  }mu  very  much.  That  is  a very  nice  statement. 

Mr.  Hoegh.  In  addition,  as  exhibits,  I would  like  to  include  letters 
from  the  president  of  the  National  Association  of  State  and  Terri- 
torial Civil  Defense  Directors  and  from  the  president  of  the  U.S. 
Civil  Defense  Council  (county  and  local  directors)  endorsing  the 
request  for  funds  for  matching  the  administrative  and  personnel 
costs  of  State  and  local  civil  defense  organizations. 

Finally,  I attach  a letter  from  the  director  of  civil  defense  of 
Minnesota  describing  the  need  for  such  financial  assistance  and  point- 
ing out  how  such  funds  would  be  expended  in  his  State. 

(The  letters  follow :) 

U.S.  Civil  Defense  Council, 

February  2S,  1959, 

Hon.  Leo  A.  Hoegh, 

Director,  Executive  Office  of  the  President, 

Office  of  Civil  and  Defense  Mobilization, 

Washington,  D.G. 


Dear  Governor  Hoegh  : As  president  of  the  U.S.  Civil  Defense  Council,  I have 
been  asked  by  the  executive  committee  of  that  council  to  express  the  concern  and 
the  interest  of  our  membership  in  funds  now  being  requested  by  your  ofiice  for 
the  operation  of  civil  defense  in  our  country  during  the  coming  year.  I refer 
particularly  to  the  items  which  will  provide  Federal  contributions  to  the  States 
and  their  political  subdivisions,  for  the  purpose  of  providing  necessary  assistance 
for  the  administrative  and  personnel  costs  of  civil  defense  organizations.  I 
believe  you  are  aware  that  the  principle  behind  this  request  originated  with  the 
local,  county,  and  State  directors.  We  feel  that  this  assistance  from  the  Federal 
Government  has  been  long  overdue. 

For  the  past  several  years  the  States  and  their  local  subdivisions  have  been 
charged  with  the  responsibility  of  building  a civil  defense  program  in  their  own 
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areas.  During  this  time  the  majority  of  governmental  subdivisions  have  readily 
accepted  thi.s  responsibility  and  thousands  of  manpower  hours,  both  volunteer 
and  paid,  have  been  given  to  the  cause  of  civil  defense.  We  have  been  “going 
if.  alnii«‘”  for  (piite  .‘^oine  time,  but  it  becomes  obvious  that  in  order  to  have  a 
complete,  full,  and  proper  civil  defense  program  we  must  receive  greater  guidance 
and  assistance  from  our  Federal  Government.  It  is  true  that  Federal  funds  have 
been  made  avaihible  in  the  past  for  items  such  as  air-warning  systems,  com- 
munication .systems,  rescue  vehicles,  training  programs,  and  so  forth.  However, 
the  most  important  ingredient  in  a civil  defense  program  is  proper  direction 
and  administration. 

(’on  --r(>ss  rec o'rnized  this  need  during  its  last  session  when  it  passed  Public 
Law  8r)-T)06,  wherein  for  the  first  time  since  its  conception  civil  defense  became 
the  joint  responsibility  of  Federal,  State,  and  local  government.  If  Congress 
fails  to  act  favorably  in  regard  to  the  budget  requests  for  $3  million  supple- 
mental funds  and  tbe  subsequent  requests  for  this  purpose  for  the  fiscal  year 
1000,  we  will  consider  it  a vote  of  lack  of  confidence  in  the  hundreds  of  civic 
and  civil  defen.se  leaders  who  are  not  only  endorsing  the  granting  of  these  funds, 
but  feel  that  they  are  an  absolute  necessity  for  adequate  civil  defense  pro- 
graming. 

The  membership  of  the  U.S.  Civil  Defense  Council  who  represent  the  opera- 
tional level  of  civil  defense  and  who  have  the  responsibility  for  the  suryival  of 
the  majority  of  the  citizens  of  our  country  urge  you  to  bring  our  thoughts  in  this 
matter  to  the  attention  of  the  congressional  members  of  committees  dealing  with 
the  budget  matters.  It  is  our  belief  that  prompt,  affirmative  action  in  this 
regard  is  vital  to  the  future  security  of  our  Nation. 

Sincerely  yours, 

Walter  P.  Halstead, 

President. 


Gov.  Leo  A.  Hoegh, 

Director,  Office  of  Civil  and  Defense  MoWization, 

Executive  Office  Building,  Washington,  D.C. 

Dear  Governor  Hoegh  : Minnesota  has  just  submitted  requests  from  our  State 
civil  defense  agency  and  .59  of  our  political  subdivisions  for  matching  funds  under 
Public  Law  8.5-606.  We  are  submitting  an  amendment  to  our  request  which  will 
cover  an  additional  12  counties  and  towns.  I expect  that  by  July  1960,  87 
counties  and  95  towns  will  be  actively  participating  under  the  Public  Law  85-606 
program. 

The  purpose  of  this  letter  is  to  provide  an  overview  of  our  State  program 
which  will  enable  you  to  judge  the  impact  and  vital  necessity  of  this  new  as- 
sistance on  our  State  and  local  programs  and  to  impart  my  personal  concern 
as  to  its  essentiality. 

1.  State  civil  defense  program : Public  Law  85-606  funds  will  enable  us  to — 

( a ) continue  planning  ; maintain,  improve,  and  amend  the  Minnesota  State 
civil  defense  survival  plani  The  investment  of  $175,000  of  Federal  funds 
in  our  survival  plan  must  be  protected  by  constant  study  and  revision  of 
the  plan,  and  to  keep  up  with  changes  in  the  national  plan. 

(b)  perfect  organization.  We  have  no  problem  in  obtaining  volunteers 
for  our  State  staff  where  vacancies  occur  which  cannot  be  filled  by  State 
employees.  Howeyer,  such  volunteers  as  well  as  State  employees  need  to 
be  briefed,  trained,  and  oriented  in  their  emergency  duties.  This  leg-work 
can  only  be  done  by  a full-time  staff. 

(c)  provide  essential  training.  The  training  of  expanded  staffs  and 
augmented  forces  on  the  local  and  county  level  is,  of  course,  the  responsi- 
bility of  those  units  of  government.  The  State  must  train  its  own  em- 
ployees (in  some  41  State  agencies),  its  staff  yolunteers,  and  provide  in- 
struction training  courses  in  the  following  for  local  civil  defense  organiza- 
tions : 

(1)  Civil  defense  command  and  staff  (for  civil  defense  directors  and 

staff). 

(2)  Communications  (message  center,  long  lines,  and  radio). 

(3)  Health:  200-bed  hospital  expansion,  emergency  treatment  sta- 
tions, blood  program,  and  other  medical  skills.  (The  Red  Cross  pro- 
vides some  instructors  for  first  aid,  home  nursing,  and  nurses’  aid  train- 
ing.) We  already  have  twenty-six  200-bed  hospitals  which  require 
training  programs. 
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(4)  Police,  fire,  rescue,  and  other  safety  services. 

' (5)  Radiological,  biological,  and  chemical  defense  (8,364  radiological 

instruments  need  training  programs  and  maintenance) . 

(6)  Welfare,  mass  care,  mass  feeding  (in  part  Red  Cross),  registra- 
tion and  inquiry,  and  staff  training. 

( 7 ) Control  center  organization  and  operations. 

( 8 ) Shelter  planning  and  construction. 

(9)  Instructor  training  in  other  services  including  logistics,  trans- 
portation, industrial  defense,  mortuary,  religious  affairs,  and  economic 
requirements. 

(rf)  to  offer  inspection  and  supervision.  Public  Law  8.^-606  funds  will 
enable  us  to  offer  much  more  direct  assistance  and  guidance  to  local  civil 
defense  organizations  and  seek  to  reach  minimal  standards. 

(e)  public  information  and  education.  To  orient  and  train  the  individual 
and  family  needs  more  than  awareness.  Public  Law  85-606  funds  will 
insure  State  and  local  effort  in  this  field. 

2.  Local  civil  defense : It  must  always  be  emphasized  that  county  and  municipal 
programs  provide  the  troop  strength  of  civil  defense  in  our  State  and  Nation. 
If  these  stand  up  we  will  be  able  to  support  the  armed  services  (logistically)  and 
not  be  a drain  on  them  in  the  event  of  war. 

(<7)  Planning:  The  State  survival  plan  requires  the  development  of 
detailed  and  specific  local  plans  along  the  principles  set  forth  by  the  national 
civil  defense  plan  and  the  specific  requirements  of  our  State  plan.  Public 
Law  85-606  insures  this  will  be  done  and  under  trained  guidance  for  our 
towns  and  counties. 

(6)  Organization  of  county  and  local  civil  defense:  These  funds  will 
greatly  increase  the  number  of  county  and  local  civil  defense  organizations 
who  will  be  organized  adequately  for  an  emergency  or  disaster  and  to  train 
their  volunteers. 

(c)  Training:  Here  again,  there  is  no  problem  in  recruiting  the  volun- 
teers. The  problem  is  in  offering  adequate  and  definite  instruction  to  the 
volunteer.  He  will  not  stay  unless  he  is  getting  good  instruction.  Public 
Law  8.5-606  will  assist  counties  and  towns  to  send  their  instructor  personnel 
(mostly  volunteers)  to  OCDM  and  State  training  schools. 

(d)  Exercises:  Local  staffs  and  civil  defense  personnel  will  have  the 
means  (time  and  training)  to  make  fullest  use  of  test  exercises  for  perfecting 
their  local  plans  and  operations. 

(e)  Warning:  To  insure  adequate  local  and  county  dissemination  of 
NAWAS  and  State  warning  systems. 

I have  tried  to  indicate  the  actual  effects  of  Public  Law  85-606  funds  on  our 
State  and  local  program.  You  will  observe  that  the  increases  are  in  fields  that 
yield  direct  and  substantial  results  toward  actual  readiness  for  emergency. 

Very  sincerely, 

H.  A.  SCHON, 

Director^  Civil  Defense,  State  of  Minnesota. 


\ 
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Tuesday,  February  24, 1959. 
\^ETEEANS  ADMINISTRATION 


WITNESSES 

SUMNER  G.  WHITTIER,  ADMINISTRATOR 

A.  H.  MONK,  ACTING  ASSISTANT  DEPUTY  ADMINISTRATOR 
A.  ROSENTHAL,  CONTROLLER 

U.  E.  WELLS,  ACTING  DIRECTOR,  BUDGET  SERVICE 

DEPARTMENT  OF  INSURANCE 

R.  H.  STONE,  CHIEF  INSURANCE  DIRECTOR 

DEPARTMENT  OF  MEDICINE  AND  SURGERY 

DR.  W.  S.  MIDDLETON,  CHIEF  MEDICAL  DIRECTOR 
DR.  T.  CAMP,  DIRECTOR  OF  CLINICS 
J.  D.  BAKER,  CONTROLLER,  D.  M.  & S. 

D.  I.  ROSEN,  DIRECTOR,  REPORTS  AND  STATISTICS  SERVICE 
R.  W.  WISE,  DIRECTOR,  BUDGET  SERVICE 

DEPARTMENT  OF  VETERANS'  BENEFITS 
W.  J.  DRIVER,  CHIEF  BENEFITS  DIRECTOR 

A.  W.  STRATTON,  DIRECTOR,  COMPENSATION  AND  PENSION  SERV- 
ICE 

J.  D.  SHYTLE,  ACTING  CONTROLLER,  DVB 


Mr.  Thomas.  Gentlemen,  we  have  with  us  this  afternoon  the  Vet- 
erans Administration. 

We. have  our  very  able  Administrator,  Mr.  Whittier  and  Mr.  Monk. 
We  have  not  seen  you  in  a month. 

We  also  have  Mr.  Kosenthal,  Controller;  U.  E.  Wells,  Acting  Di- 
rector, Budget  Service;  R.  H.  Stone,  Chief  Insurance  Director;  Dr. 
W.  S.  Middleton,  Chief  Medical  Director;  Dr.  T.  Camp,  Director  of 
Clinics ; J.  D.  Baker,  Controller,  D.M.  & S. ; D.  I.  Rosen,  Director,  Re- 
ports and  Statistics  Service;  R.  W.  Wise,  Director,  Budget  Service; 
W.  J.  Driver,  Chief  Benefits  Director;  A.  W.  Stratton,  Director,  Com- 
pensation and  Pension  Service ; and  J.  D.  Shytle,  Acting  Controller, 


DVB. 


Gentlemen,  you  served  notice  that  you  would  be  back  here  and  here 
you  are.  It  is  nice  to  see  you. 

You  have  three  deficiencies:  inpatient  care,  outpatient  care,  and 
compensation  and  pensions. 

Do  you  have  a prepared  statement  ? 


General  Statement 

Mr.  Whittier.  I do  have  a prepared  statement.  However,  I know 
that  you  are  completely  familiar  with  this  and  I would  be  glad  to  just 
put  it  in  the  record. 

Mr.  Thomas.  Do  all  of  you  know  this  group  here  ? 

Mr.  Jensen.  Let  me  say,  Mr.  Chairman,  that  I have  known  the  Vet- 
erans Administration  for  many,  many  years  and  most  everybody  else 
does,  but  I am  not  familiar  with  the  problem  which  faces  them  now 
and  for  which  they  are  asking  a deficiency. 
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Mr.  Chairman,  I wonder  if  Mr.  Whittier  would,  in  his  own  words, 
or  he  may  want  to  read  the  statement,  touch  on  the  highlights  lightly. 

Mr.  Whittier.  I will  be  very  glad  to. 

Honorable  chairman  and  gentlemen  of  the  committee,  we  are  here 
today  to  discuss  our  additional  needs  for  the  current  year  of  $120,327,- 
000.  This  total  is  composed  of  $60,198,000  for  pay  raises  and  $60,129,- 
000  for  other  purposes.  The  following  table  distributes  this  total  by 
appropriation  account : 


Appropriation 

Pay  raise 

Other 

Total 

General  operating  expenses.  _ . 

$12, 578, 000 
43,  065, 000 
4,  555, 000 

$869, 000 

4. 390. 000 

2. 379. 000 
52,  500, 000 

$13, 438, 000 
47, 455, 000 
6, 934, 000 
52,  500, 000 

Inpatient  care  

Outpatient  care  ..  

Compensation  and  pensions  

Total - 

60, 198, 000 

60, 129, 000 

120, 327, 000 

PAY  RAISES 


Our  request  for  funds  to  meet  these  increased  costs  represents  our 
net  requirements  after  application  of  savings  realized  in  our  opera- 
tions. Rising  costs  and  increasing  workloads  in  many  of  our  activities 
precluded  our  ability  to  absorb  any  substantial  part  of  these  addi- 
tional needs.  In  addition,  increased  postal  rates  provided  by  Public 
Law  85-426  amounted  to  $554,000  in  our  agency.  These  costs  were 
absorbed  within  available  funds  and  thereby  affected  our  offset  to 
pay  costs  to  this  extent.  Funds  to  meet  pay  increases  of  $970,000 
in  the  appropriations  “Medical  administration  and  miscellaneous 
operating  expenses”  and  “Maintenance  and  operation  of  supply  de- 
pots” are  not  included  in  this  request. 

NEW  LEGISLATION 

Our  supplemental  request  includes  $27,342,500  to  cover  additional 
costs  resulting  from  legislation  passed  by  the  85th  Congress  and  not 
included  in  our  original  appropriation  allowances.  These  costs  are 
as  follows : 


1.  Increased  insurance  workload  (Public  Laws  85-678,  857,  and  896)  _ $860,  000 

2.  Increased  burial  allowances  (Public  Law  85-674) 12,844,200 

3.  Increased  compensation  and  pension  payments  (Public  Laws  85- 

422  and  425) 13,200,000 

4.  Extension  of  outpatient  services  to  Commonwealth  veterans  (Pub- 

lic Law  85-461) 398,300 


Total 27,  342,  500 


A complete  explanation  of  these  additional  requirements  is  con- 
tained in  the  material  made  available  to  the  committee. 

WAGE  BOARD  INCREASES 

Funds  appropriated  for  inpatient  care  for  the  current  year  included 
only  those  wage  board  increases  approved  through  May  2,  1958. 
From  that  date  through  October  31, 1958,  additional  increases  costing 
$3,331,000  in  1959  were  approved.  Funds  to  meet  these  approvals 
are  included  in  this  request. 
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Tlie  approval  of  wage  board  increases  is  a continuous  process.  As 
of  January  31,  1959,  additional  approvals  amounting  to  approxi- 
mately $1,100,000  had  accumulated.  It  is  therefore  evident  that  an- 
other supplemental  request  will  be  forthcoming. 

INCREASED  WORKLOAD 

A substantial  increase  in  our  outpatient  medical  workloads  is  being 
experienced.  Our  fiscal  year  1959  appropriation  allowance  was  predi- 
cated on  a total  number  of  2,035,000  medical  visitors.  Based  on  cur- 
rent trends,  the  total  number  of  medical  visitors  in  1959  would 
approach  2,190,000.  This  is  substantially  in  excess  of  any  level  used 
in  determining  our  supplemental  needs  of  $1,955,500. 

In  the  review  of  our  appropriation  request  for  compensation  and 
pensions  a reduced  allowance  was  granted  on  the  basis  of  lower  case- 
loads than  those  projected  in  our  request.  These  reduced  loads  have 
failed  to  materialize  and  as  a result  additional  funds  of  $27,500,000 
are  needed  in  this  account. 

EMPLOYEE  TRAVEL 

Due  to  additional  workload  resulting  from  Public  Law  85-461, 
which  extended  outpatient  medical  services  to  Philippine  Common- 
wealth veterans,  the  employee  travel  costs  paid  from  our  outpatient 
care  appropriation  are  increased  to  the  extent  of  $36,600.  These  funds 
are  included  in  the  amount  of  $398,300  previously  explained.  It  is 
requested  that  the  present  outpatient  care  travel  limitation  of  $206,- 
400  be  increased  to  $243,000  to  permit  payment  of  these  additional 
travel  costs. 

Public  Law  85-749  authorized  reimbursement  of  travel  expenses  to 
employees  appointed  to  certain  positions  in  which  a manpower  short- 
age existed.  Due  to  this  public  law  we  are  experiencing  increased 
travel  costs  in  our  inpatient  care  appropriation.  Funds  to  meet  these 
increases  are  being  absorbed  within  currently  appropriated  funds. 
It  is  necessary,  however,  that  the  travel  limitation  in  this  appropria- 
tion of  $375,000  be  adjusted  to  $425,000  to  enable  us  to  meet  these 
increased  travel  payments. 

Mr.  Thomas.  Mr.  Whittier,  if  I may  interrupt  you,  may  I ask  if 
you  are  in  here  for  two  things?  Namely,  pay  increase  and  increase 
of  compensation  and  pensions  by  virtue  of  two  things ; there  are  two 
little  narrow  increases  in  legislation  and  we  have  missed  our  guess. 

Mr.  Whittier.  You  make  a fine  presentation  of  my  case. 

Mr.  Thomas.  Go  ahead  and  give  us  the  figures. 

Mr.  Whittier.  The  figures  are  all  included  in  the  little  table  at  the 
top  of  my  statement. 
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General  Operating  Expenses 
Program  and  financing 


Program  by  activities: 

Operating  costs: 

1.  General  administration 

2.  Insurance: 

(а)  Program  planning  and  direction 

(б)  Field  operations: 

(1)  Executive  administration 

(2)  Insurance  operations 

(3)  Office  services 

3.  Veterans  benefits: 

(а)  Program  planning  and  direction 

(б)  Field  operations: 

(1)  Executive  administration 

(2)  Contact 

(3)  Compensation  and  pensions 

(4)  Vocational  rehabilitation  and  edu- 

cation  

(5)  Loan  guaranty 

(6)  Guardianship. 

(7)  Office  services 

Total  operating  costs 

Capital  outlay: 

1.  General  administration 

2.  Insurance 

3.  Veterans  benefits 

Total  capital  outlay 

Total  program  costs 

4.  Relation  of  costs  to  obligations: 

(a)  Costs  financed  from  obligations  of  other 

years,  net  (— ) 

(ft)  Supplemental  required  for  pay  increases... 

Total  program,  obligations 

Financing: 

1959  appropriation  available  in  1958 

New  obllgational  authority 


1959 

presently 

available 


$12, 413,  716 

2, 434,  345 

170, 050 
17, 328, 048 

3,  669,  557 

4,  713,  407 

3, 590, 172 
10, 183, 073 
26, 657, 039 

23,  623, 165 
16,  892.  972 
10, 817,  683 
31,  990,  594 


164,  483, 821 


104,  284 
98,  000 
763, 895 


966, 179 


165, 450, 000 


-1, 476, 000 
-12,  578, 000 


151, 396, 000 
1, 104,000 


152,  500, 000 


1959  revised 
estimate 


$12, 413, 716 

2, 434,  345 

170, 050 
18, 188,  048 

3,  669,  557 

4,  713,  407 

3,  590, 172 
10, 183, 073 
26, 657,  039 

23, 623, 165 
16,  892,  972 
10, 817, 683 
31,  990,  594 


165, 343, 821 


104,284 
98, 000 
763, 895 


966, 179 


166, 310, 000 


-1, 476,000 


164,834,000 
1, 104, 000 


165, 938, 000 


1959  increase 


+$860, 000 


+860, 000 


+860,000 


+12, 578,000 


+13,438,000 


+13,438,000 
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Object  classification 


Total  number  of  permanent  positions... 

Full-time  eriuivalent  of  all  other  positions 

Averace  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent /.... 

Other  personal  services 

Total  personal  services 

02  Travel: 

Employee 

Beneficiary 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services ^ 

06  Printing  and  reproduction 

07  Oth-'r  eontra'’tual  s-^r vices... 

08  Funnlips  and  materials 

09  Equinment 

11  Grants,  subsidies,  and  contributions 

13  Rf'funds,  awards  and  indemnities 

15  Taxes  and  assessments 

Total  costs 

Relation  of  costs  to  oblisrations: 

(e)  Costs  financed  from  obligations  of  other  years,  net  (— ) 
Supplemental  required  for  pay  increase 

Total  obligations 


1959 

presently 

available 

1959  revised 
estimate 

1959  increase 

25, 716 
15 

24, 142 
24, 677 

25, 916 
15 

24, 304 
24, 877 

4-200 

4-162 

-f200 

$131, 149,  921 
88, 020 
1,  277, 649 

$131,  787, 871 
88, 020 
1, 350,  686 

4-$637, 950 

4-73, 037 

132,  515,  590 

2,  854,  780 
215, 000 
288,  761 
3, 007,  299 
2,  505,  570 
1,  623, 702 
9,  088,  249 
1,  661, 156 
960,  849 
10,  658.  837 
40,  000 
30,  207 

133,  226,  577 

2, 854, 780 
215, 000 
288, 761 
3,  074, 199 
2,  505,  570 
1,  658,  502 
9.  090,  330 
1,  664.  756 
960,  849 
10,  700.  469 
40  000 
30,  207 

4-710,987 

4-66, 900 

34, 800 
4-2. 081 
4-3,  600 

4-41,  632 

165,  450, 000 

-1,476,  000 
-12,  578,  000 

166,  310,  000 
-1,476,  000 

4-860, 000 

4-12,  574  000 

151,  396,  000 

164,  834,  000 

4-13,  438, 000 

Mr.  Thomas.  $12,578,000  is  for  general  operating  expenses.  That 
is  to  cover  pay  raises;  $860,000  covers  insurance,  benefits,  and  so 
forth. 

What  is  the  next  item  increase  ? 

Mr.  Whittier.  The  increases  for  new  laws  are  at  the  top  of  page  2. 
There  are  wage  board  increases  which  we  cannot  ask  for  until  they 
are  actually  approved,  as  you  know. 

Mr.  Thomas.  We  will  place  in  the  record  pages  4,  5,  and  6 of  the 
justifications. 

(The  pages  referred  to  follow :) 

Additional  funds  in  the  amount  of  $13,438,000  will  be  required  in  fiscal  year 
1959  for  executive  direction  of  the  Agency  and  for  expenses  involved  in  admin- 
istering the  several  direct  benefit  programs  covering  compensation  and  pensions, 
education  and  training,  loan  guarantee  activities,  readjustment  allowances  and 
insurance. 

The  increased  fund  requirements  stem  primarily  from  legislation  enacted 
after  the  regular  1959  appropriation  bills  were  passed.  Other  factors  causing 
increases  in  fund  requirements  over  the  amount  available  are  the  increased 
workloads  in  the  loan  guarantee  program  and  the  ascending  levels  of  the  average 
base  salaries  paid  to  employees.  The  increased  requirement  is  comprised  of 
two  main  categories  of  expenses,  the  pay  raise  and  the  added  insurance  cost. 


Pay  raise,  net  requirements,  $12,578,000 

Under  the  provisions  of  Public  Law  85-462,  the  salaries  of  employees  under 
the  general  schedule  of  the  Classification  Act  of  1949  were  increased.  The  total 
cost  of  the  pay  increase  is  estimated  to  be  $12,844,000  but  since  it  is  anticipated 
that  about  $266,000  can  be  absorbed  by  administrative  action,  we  are  only  re- 
questing $12,578,000  for  this  purpose.  The  total  cost  is  based  on  an  average 
employment  of  24,279  employees  during  fiscal  year  1959. 

In  addition  to  the  amount  of  the  pay  increase  absorbed  by  administrative 
action,  we  will  absorb  $415,000  for  increase  in  postal  rates  not  provided  for 
within  available  funds. 
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Hew  insurance  legislation,  $860,000 

Legislation  affecting  insurance  operations  was  enacted  after  the  passage  of  the 
1959  Appropriation  Act  and  it  is  estimated  that  162  additional  man-years  of 
employment  will  be  required  to  carry  out  the  intentions  of  Congress. 

Public  Law  85-678  increases  the  amount  of  total  disability  income  benefits 
which  may  be  purchased  by  NSLI  insureds  from  $5  to  $10  per  month  for  each 
$1,000  insurance  in  force.  This  bill  also  provides  for  a decrease  in  present  rates. 
It  is  estimated  that  67  man-years  will  be  required  to  process  the  following 
major  workload  items : 


Notify  policyholders 85,  000 

Request  for  applications  for  rider 250,  000 

Process  applications 125,  000 

Correspondence 12,  600 


Widespread  interest  and  favorable  reaction  to  the  total  disability  income  pro- 
vision could  cause  the  estimated  workload  and  work  requirements  to  be  higher 
than  estimated.  The  response  anticipated  in  fiscal  year  1959  is  based  on  pro- 
viding present  policyholders  an  individual  notice  and  application  and  by  pro- 
viding information  to  other  eligible  veterans  only  upon  request. 

Public  Law  85-857  provides  for  the  codification  of  existing  laws  affecting 
veterans,  with  minor  amendments  to  the  insurance  laws,  such  as  the  extension 
of  the  dividend  credit  provilege  to  USGLI  policyholders. 

To  carry  out  the  provisions  of  this  law  will  require  7 man-years  and  should 
be  accomplished  during  fiscal  year  1959.  It  is  anticipated  that  the  following 
additional  workload  will  be  processed  : 


Notify  policyholders 350,  000 

■Record  changes — 350,=  000 

I 


USGLI  policyholders,  other  than  those  with  paid-up  policies,  will  be  notified 
of  the  new  dividend  credit  privilege  and  their  records  will  be  changed 
accordingly. 

Public  Law  85-896  authorizes  policyholders  of  term  insurance  under  section 
621  (RS  insurance)  of  the  National  Service  Life  Insurance  Act,  to  convert  to  a 
.permanent  plan  of  issuance  or  to  a new  form  of  term  insurance  which  may  not 
be  renewed  beyond  age  50.  Those  who  convert  to  a i)ermanent  plan  will  also 
acquire  the  right  to  purchase  total  disability  income  coverage  with  an  additional 
'premium.  The  act  also  adjusts  the  basis  for  premiums  and  other  calculations 
on  such  insurance.  This  law  will  require  88  man-years  in  fiscal  year  1959  to 
process  the  following  major  workload  items : 


Notify  policyholders 685,  000 

Exchange  old  term  policy 450,  000 

Request  for  conversion  applications , 200,  000 

Conversions 150,  000 

Correspondence  15, 000 


The  estimates  provide  for  special  notice  to  every  policyholder  concerning  the 
provisions  of  the  new  law.  Most  of  the  activity  will  fall  in  fiscal  year  1959  as 
the  policyholders  have  the  right  to  immediately  reduce  their  present  premium 
outlay  without  forgoing  the  right  to  eventual  conversion. 

The  personnel  requirements  for  these  new  laws  have  been  determined  by  ap- 
plying work  measurement  procedures  and  principles. 

An  IBM  305,  Random  Access  Method  of  Accounting  and  Control  (RAMAC), 
has  been  installed  at  each  of  the  three  district  offices  to  expedite  the  processing 
of  applications  for  total  disability  income  provision  and  exchange  of  RS  policies. 
By  use  of  the  RAMAC  the  policy  or  rider  can  be  written  and  a completed  package 
referred  to  the  Underwriter  for  approval  and  release.  Employees  in  the  various 
offices  who  are  to  operate  or  assist  in  programing  the  RAMAC  are  now  under- 
going training. 

Additional  fund  requirements  resulting  from  the  new  legislation  are  specified 
in  detail  in  the  accompanying  schedules. 

Mr.  Thomas.  Gentlemen,  let  us  now  turn  to  page  5. 

Mr.  Jensen.  Let  me  ask  this  question:  Have  you  liberalized  the 
burial  allowances? 
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Mr.  'VViinTiEK.  Yes,  sir;  an  increase  from  $150  to  $250  was  author- 
ized by  (yon^ress  last  year.  You  passed  several  liberalizations  at  the 
last  session. 

Mr.  Je  xsEN.  I knew’  that.  You  might  indicate  the  other  liberaliza- 
tions for  the  record. 

Mr.  Wiii’rriER.  Yes;  there  were  three  changes  in  the  insurance  law. 
Sometime  before  you  had  changed  the  compensation  law  and  related 
the  payment  that  we  made  to  a dependent  to  a percentage  of  service 
pay  and  when  you  increased  service  pay,  obviously  you  automatically 
increased  compensation.  As  you  recall,  you  did  that  last  year. 

Mr.  Jensen.  I wanted  this  for  the  record.  It  is  good  to  have  it  in 
the  record. 


Inpatient  Care 


Program  and  financing 


Pro^am  by  activities: 

Operating  costs: 

1.  Maintenance  and  operation  of  hospitals: 

(а)  Neuropsychiatrie  hospitals 

(б)  Tuberculosis  hospitals... 

(c)  General  medical  hospitals: 

2.  Contract  hospitalization: 

(а)  Civil  hospitals 

(б)  Municipal  and  State  hospitals 

(c)  Federal  hospitals 

3.  Maintenance  and  operation  of  domiciliary  facilities: 

(а)  Operation  of  Veterans’  Aamiiiistratibn 

homes. 

(б)  State  homes 

Total  operating  costs 

Capital  outlay: 

1.  Maintenance  and  operation  of  hospitals: 

(a)  NeuropsychFtric  hospitals 

(p)  Tuberculosis  hospitals 

(cl  General  medical  hospitals 

2.  Maintenance  and  operation  of  Veterans’  Administra- 

tion domiciliary  homes 

Total  capital  outlay 

Reimbursable  costs: 

1.  Maintenance  and  operation  of  hospitals:  (c)  General 
medical  hospitals 

Total  costs 

Relation  of  costs  to  obligations:  (a)  Costs  financed  from 

obligations  of  other  years,  net  (— ) 

Supplemental  required  for  pay  increases 

Total  program  (obligations) 

Financing: 

1959  appropriation  available  in  1958 

Advances  and  reimbursements  from — 

Other  accounts 

Non-Federal  sources ^ 

Unobligated  balance  no  longer  available 


1959,  pres- 
ently avail- 
able 


1959,  revised 
estimate 


1959,  increase 


$224, 691, 000 
49, 518, 000 
435,335,000 

6. 165. 000 

2. 369. 000 

7. 338. 000 


26, 560. 000 
6, 158, 000 


$225,477, 000 
49, 921, 000 
438, 457,000 

5.165. 000 

2. 369. 000 

7.338.000 


26, 639, 000 
6, 158, 000 


757, 134, 000 


761,524, 000 


2. 298. 000 
600,  000 

3. 100. 000 

700  000 


2.298.000 
500,  000 

3. 100. 000 

700, 000 


6,  598, 000 


6,  598, 000 


3, 000,  000 


3, 000, 000 


766, 732, 000 

-11,500, 000 
-43,  065,  000 


771, 122, 000 
-11,  500, 000 


712, 167,  000 
11,  500,  000 
-3,  000, 000 


759,  622,  000 
11,  500, 000 
-3,  000, 000 


720,  667, 000 


768, 122,  000 


-$786,000 

403,000 

3,122,000 


79,000 


4,390,000 


4, 390, 000 


43. 065, 000 


47,  465, 000 


47, 455, 000 


New  obligational  authority 


Object  classificatidn 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

Direct  costs: 

01  Personal  services 

02  Travel: 

Employee 

Beneficiary 

03  Transportation  of  things 

Shipment  of  bodies 

04  Communication  services 

05  Rents  and  utility  services i 

06  Printing  and  reproduction 

07  Other  contractual  services 

Medical,  nursing,  and  dental  fees 

08  Supplies  and  materials 

Provisions ^ 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

Civil  service  retirement 

16  Taxes  and  assessments 

Subtotal 

Deduct  quarters  and  subsistence  charges 

Total  direct  costs 

Reimbursable  costs: 

01  Personal  services 

07  Other  contractual  services ' 

08  Supplies  and  materials . 

Provisions - 

11  Grants,  subsidies,  and  contributions 

Total  reimbursable  costs 

Total  costs 

Relation  of  costs  to  obligations:  (a)  Costs  financed  from  obli- 
gations of  other  years,  net  (— ) 

Supplemental  required  for  pay  increases 

Total  obligations 


1959,  pres- 
ently avail- 
able 

1959,  revised 
estimate 

1959,  increase 

118, 652 
4,650 
121,030 
133, 000 

118, 652 
4, 650 
121,030 
133,  000 

$536,173,000 

28. 833. 000 

14. 404. 000 

$539, 241, 000 

28. 833. 000 

14. 404. 000 

$3, 068, 000 

579,  410, 000 

582, 478, 000 

3, 068,000 

577,097,000 

375. 000 
2, 324,  000 

717. 000 

219. 000 
2,  797, 000 

11. 697. 000 

797. 000 
26,  601, 000 

701. 000 

56. 166. 000 

47. 834. 000 
6,  598,  000 
6, 158,  000 

33. 414. 000 

174. 000 

580, 165, 000 

425. 000 
2,  .334, 000 

717. 000 

219. 000 
2,  797,  000 

11,  597, 000 

797. 000 
27,  571, 000 

701. 000 

56. 165. 000 

47. 834. 000 
6,  598, 000 
6, 158, 000 

33. 616. 000 

174. 000 

3, 068, 000 
50, 000 

1, 070,000 

202, 000 

773,468,000 

—9,736,000 

777, 858, 000 
-9,  736, 000 

4, 390, 0(X) 

763,  732, 000 

768, 122,  000 

4, 390, 000 

2,  313,  000 
113,  000 
224,  000 
191,  000 
169,  000 

2,  313,  000 
113,  000 
224,  000 
191,  000 
159, 000 

3.  000,  .000 

3,  000, 000 

766,732,000 

-11,500,000 
; —43,065,000 

771, 122,  000 
-11,  500, 000 

4, 390, 000 

43, 065,  000 

712, 167, 000 

759, 622, 000 

47, 455, 000 

Mr.  Thomas.  Let  us  proceed  to  inpatient  care.  Let  us  put  in  the 
record  pages  5 and  6 under  inpatient  care,  at  tliis  point. 

(The  pages  follow :) 

Additional  funds  amounting  to  $47,455,000  are  required  in  fiscal  year  1959 
for  the  maintenance  and  operation  of  VA  hospital  and  domiciliary  facilities, 
and  for  the  care  and  treatment  of  VA  beneficiaries  in  contract  facilities.  This 


increased  requirement  is  comprised  of  the  following : 

(а)  Pay  raise $43,065,000 

(б)  Wage  rate  increases 3,831,000 

(c)  Increased  contract  burial  allowanCe____ 1,059,000 

Total 47,  455,  000 


All  savings  realized  in  fiscal  year  1959  will  be  applied  to  absorb  costs  of 
increased  postal  rates  (Public  Law  85-426),  holiday  pay  of  VA  hospital  staff 
for  the  extra  holiday  after  Christmas  (Executive  Order  No.  10792),  and  the 
continued  rise  in  cost  of  commodities  and  services  used  in  VA  hosiptals  and 
domiciliaries.  These  absorptions  preclude  the  agency’s  ability  to  reduce  the 
amount  of  additional  financing  now  requested. 
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Pan  rai.se.— Ah  a result  of  Public  Law  85-462,  salaries  of  employees  paid 
uiuler  the  general  schedules  of  the  Classification  Act  of  1949,  and  salaries  of 
impartment  of  Medicine  and  Surgery  employees  appointed  under  Public  Law 
w(*re  increased.  The  cost  of  the  pay-raise  increase  during  fiscal  year 
19.)9  for  such  employees  paid  under  the  inpatient  care  appropriation  .head  is 
estimated  at  $4fi,()65,()00,  distributed  as  follows: 

XP  hospitals 

TP.  hospitals 

C..M.  A S.  hospitals 

Domiciliaries 

Contract  hospitals- 
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The  estimated  costs  of  the  pay  raise  are  based  on  analysis  of  payroll  accounts 
for  cumulative  employment  actually  experienced  through  October  81,  1958,  plus 
])rojected  costs  of  employment  planned  for  the  balance  of  the  fiscal  year,  as  will 
be  nec(\ssary  to  maintain  the  140,490  beneficiary  load  specified  in  the  Independent 
Offices  Appropriation  Act,  1959,  Public  Law  85-844.  Average  employment  under 
the  ini)atient  care  appropriation  increases  sharply  in  autumn  and  winter  months, 
adhering  closely  to  the  higher  patient  and  member  loads  experienced 'iftv  VA 
facilities  during  those  periods.  The  pay  raise  funds  now  requested  will  provide 
for  costs  of  Public  Law  85-462  pay  increases  for  an  estimated  83,000  inpatient 
care  employees.  The  remaining  37,000  employees  under  this  program  are  com- 
prised of  wage  administration  and  purchase  and  hire  employees,  consultants, 
and  attendants  whose  wages  or  stipends  are  not  affected  by  Public  Law  85-462. 

Enactment  of  Public  Law  85-462  also  resulted  in  establishment  of  higher  per 
diem  rates  for  other  Federal  hospitals.  Additional  funds  in  the  amount  of 
$362,000  are  required  by  the  Veterans’  Administration  for  the  contract  hospital- 
ization program  in  fiscal  year  1959  for  payment  of  the  higher  per  diem  rates 
to  other  Federal  agencies.  The  following  increased  per  diem  rates  for  fiscal 
year  1959  have  been  established  by  the  Bureau  of  the  Budget  and  the  Governor 
of  the  Panama  Canal  Zone : 


Old 

New 

Difference 

Estimated 

patient 

days 

Additional 
funds  re- 
quired 

St.  Elizabeths  Hos’^ital.  Washineton,  D.C_ 

Fort  Worth  Hos’^ital,  Fort  Worth,  Tex 

Other  Fe'^eral  hos’^itals  (Army,  Air  Force, 
Navv,  Marine) 

* $6. 14 
10. 40 

20.00 

28.  50 
6.  25 

$6.  72 
10.  50 

21.00 

34.  00 
8.  00 

$0.  58 
.10 

1.00 

5.  50 
1.75 

127, 750 
85, 812 

259, 880 

3, 285 
1,095 

$74, 000 
8, 000 

260,  OOO 

18, 000 
2, 000 

Canal  Zone: 

Oor^as  and  Coco  Solo 

Corzal 

Total 

362, 000 

Waffe  rate  increases. — The  Independent  Offices  Appropriation  Act,  1959,  Pub- 
law  85-844  and  the  Supplemental  Appropriation  Act,  1959,  Public  Law  85-766, 
provide  fiscal  year  1959  “Inpatient  care”  appropriation  funds  for  wage  rate  in- 
creases having  effective  date  through  May  2,  1958.  In  the  period  May  3,  1958, 
through  October  31,  1958,  additional  wage  increases  have  been  approved  pursu- 
ant to  law  (Public  Law  763,  83d  Cong.)  which  will  cost  $3,331,000  during  fiscal 
year  1959.  This  cost  represents  the  approval  of  308  different  schedules. 

There  is  no  provision  in  this  estimate  for  fiscal  year  1959  costs  of  wage  rate 
increases  that  will  be  authorized  during  the  period  November  1,  1958,  through 
June  30,  1959.  Distribution  of  the  $3,331,000  now  requested  is  as  follows: 


NP  hospitals : $660, 000 

TB  hospitals 342,  000 

G.M.  & S.  hospitals 2,  257,  000 

Domiciliaries 72,  000 


Total 3,331,000 


$12,  951,  000 
2,  672,  000 
26, 183,  000 
897,  000. 
362,  000 
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Increased  contract  burial  alloivance. — Public  Law  85-674  amended  section  803 
of  the  Veterans  Benefit  Act  of  1957  by  increasing  the  maximum  payment  from 
$150  to  $250  for  contract  burial  and  funeral  expenses  of  eligible  veterans  dying 
while  receiving  care  in  a Veterans’  Administration  facility.  Actual  fiscal  year 
1958  contract  burial  expenditures  totaled  $2,145,066.  The  fiscal  year  1959  Presi- 
dent’s budget  provided  $1,787,000  for  contract  burials  under  the  “Inpatient  care” 
appropriation  head.  An  additional  $1,059,000  will  be  required  in  fiscal  year  1959 
due  to  the  increase  in  contract  burial  costs.  The  estimated  increase  is  distrib- 
uted as  follows : 


NP  hospitals $126,  000 

TB  hospitals 61,  000 

G.M.  & S.  hospitals 865,  000 

Domiciliaries 7,  000 


Total 1,059,000 


Mr.  Thomas.  This  is  for  hospital  bed  care  and  the  other  was  for 
administrative  expense  for  all  programs  other  than  medicine.  We 
will  now  take  up  medicine  and  the  big  item  is  $43,065,000  for  pay 
increases.  How  much  did  you  absorb  ? 

Mr.  Monk.  We  absorbed  none  in  this  appropriation. 

Mr.  Thomas.  It  is  broken  down  here  among  NP  hospitals,  TB 
hospitals,  G.M.  & S.  hospitals,  domiciliaries,  and  contract  hospitals. 

Then  you  have  a little  pay  raise  for  your  blue-collar  workers,  wage 
rate  inci^.ase  of  $3,331,000;  an  increase  in  the  burial  allowance 
from  $150  to  $250  in  the  amount  of  $1,059,000,  for  a total  of 
$47,455,000. 

Outpatient  Care 


Program  and  financing 


1959,  pres- 
ently avail- 
able 

1959,  revised 
estimate 

1959,  increase 

Program  by  activities: 

Operating  costs: 

1.  Ftation  administration 

$10, 606, 000 

59,  561, 200 
5,  005, 000 
4,  584, 000 
76, 800 

$10,  606, 000 

61, 179, 600 
,5, 011,000 
5, 233, 000. 
76, 8oo: 

2.  Care  of  patients: 

(a)  Medical 

$1, 618, 400 
6, 000 
649, 000 

(6)  Dental--  

(c)  Beneficiary  travel 

3.  Othei 

Total  costs 

79, 833,  000 

-1,  404,  000 
-4,  555,  000 

82, 106, 400 
-1,298,400 

2,  273, 400 

105, 600 
4,  555,  000 

4.  Relation  of  costs  to  obligations:  (a)  Costs  financed 

from  obligations  of  other  years,  net...  

Supplemental  required  for  pay  increase 

Total  program  (obligations)  

Financing:  1959  appropriation  available  in  1958  - 

New  obligational  authoritv 

73, 874, 000 
1,525,  000 

80,  808, 000 
1,  525,  000 

6,  934, 000 

75,  399,  000 

82,  333,  000 

6, 934, 000 

222 


Object  classification 


Tot'll  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

AvoraRe  number  of  all  employees 

N'umhcr  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel: 

Employee 

Beneficiary 

03  Transportation  of  things 

Shipment  of  bodies 

04  Communication  services.. 

05  Rents  and  utility  services 

06  PrintlnR  and  reproduction 

07  Other  contractual  services 

Medical  and  dental  fees 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies  and  contributions 

15  Taxes  and  assessments 

Total  costs,  funded 

Relation  of  costs  to  obligations:  (a)  Costs  financed  from  obli^ 

Rations  of  other  years,  net  (— ) 

Supplemental  required  for  pay  increase 

Total  program  obligation 

1959  appronriation  available  in  1958 

Appropriation 


1959,  pres- 
ently avail- 
able 

1959,  revised 
estimate 

1959,  increase 

5, 668 
312 

5,673 

312 

+5 

8, 182 
6, 437 

8, 192 
6, 444 

. . -t-10 

-f-7 

$45,  229, 000 
2, 583, 000 
412, 000 

$45, 273. 000 
2, 583, 000 
412, 000 

-f  $44, 000 

48,  224, 000 

48,  268, 000 

, . -f 44, 000 

206, 400 

4. 584. 000 
101,000 

3,700 

529. 000 

238.000 
80, 000 

1, 372,  600 

9.218.000 
12,  214, 200 

76,000 

2. 975. 000 
11, 100 

243. 000 
5,  233. 000 

no,  600 

3,700 

554.000 

240.000 
86. 000 

1.415.000 
9,  802,  OOO 

13, 087,000 
76, 000 

2.977.000 
11, 100 

-t-36, 600 
-f 649, 000 
-f9, 600 

-f 25, 000 
-f-2,000 
-1-6,000 
-f42, 400 
-f 584, 000 
-f872,800 

-f2,000 

79, 833,000. 

82, 106, 400 

-H2,  273, 400 

-1,404, 000 
-4,  555, 000 

-1, 298, 400 

-fl05,600 

-t-4,555,000 

73.  874,000 
1,  525, 000 
75, 399,000 

80, 808, 000 
1,  52%  000 
82, 333, 000 

-f6, 934, 000 

4-6.934,000 

Mr.  Thomas.  Let  us  go  on  to  the  “Outpatient  care”  item.  This 
deals  only  with  outpatient  clinics,  not  your  hospitals.  There  is  not 
a bed  involved  in  this  and  only  for  service-connected  veterans,  where 
they  do  not  need  hospitalization,  but  perhaps  go  to  an  outpatient 
clinic  and  get  doctor  care,  medicines.  If  they  are  treated  in  their 
own  hometown,  they  pay  the  doctor  the  fee  ? 

Mr.  Middleton.  Exactly. 

Mr.  Thomas.  That  is  made  up  of  three  items ; “Pay  raise,”  “Contract 
burial  allowance  increase,”  and  “Increase  in  medical  workload”;  is 
that  right  ? 

Mr.  Whittier.  Right. 

Mr.  Thomas.  What  is  No.  3? 

Mr.  Whittier.  Increased  medical  workload. 

Mr.  Thomas.  My  page  shows  $398,300  for  the  Philippines,  too ; is 
that  correct  ? 

Mr.  Monk.  Correct. 

Mr.  Thomas.  What  is  the  total  bill,  $6,934,000?  Can  you  reduce 
any  of  that,  gentlemen  ? 

Mr.  Monk.  No,  sir. 

Mr.  Thomas.  I knew  what  the  answer  was. 

Let  us  put  in  pages  3,  4,  and  5 for  “Outpatient  care”  and  that  tells 
the  story  on  Outpatient  clinics. 

(The  pages  follow :) 

Additional  funds  in  the  amount  of  $6,934,000  are  required  for  (1)  salary  in- 
creases authorized  by  Public  Law  85-462 ; (2)  increased  contract  burial  allowance 
authorized  by  Public  Law  85-674;  and  (3)  an  increasing  medical  workload, 
including  outpatient  medical  services  for  Commonwealth  Army  Veterans  of  the 
Republic  of  the  Philippines,  authorized  by  Public  Law  85-461. 
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Pay  raise. — ^As  a result  of  Public  Law  85-462,  salaries  of  employees  paid  under 
the  general  schedules  of  the  Classification  Act  of  1959  and  Department  of  Medi- 
cine and  Surgery  employees  appointed  under  Public  Law  85-56  were  increased. 
The  increased  cost  for  such  employees  paid  under  this  appropriation  during 
fiscal  year  1959  is  estimated  at  $4,555,000  comprised  of  $4,255,000  for  base  sal- 
aries and  $300,000  for  the  Government’s  share  of  civil  service  retirement.  Federal 
employees  group  life  insurance  and  social  security  contribution. 

Contract  burial  allowance  increase. — Public  Law  85-674  amended  section  803 
of  the  Veterans  Benefit  Act  of  1957  by  increasing  the  maximum  payment  from 
$150  to  $250  for  contract  burial  and  funeral  expenses  of  eligible  veterans  dying 
while  receiving  Veterans’  Administration  care.  Actual  fiscal  year  1958  contract 
burial  expenditures  totaled  $43,119  for  427  burials.  The  fiscal  year  1959  Presi- 
dent’s budget  provided  $45,000  for  contract  burials  under  the  “Outpatient  care” 
appropriation  head.  The  advancing  age  of  the  veteran  population  portends  an 
increased  death  rate  in  the  current  and  ensuing  years.  An  additional  $25,200 
will  be  required  in  fiscal  year  1959  due  to  the  increase  in  contract  burial  costs 
and  death  rate  of  the  aging  veteran  population. 

Increased  medical  ivorkload. — A sharp  increase  in  demand  for  outpatient  med- 
ical services  was  evidenced  in  the  latter  part  of  fiscal  year  1958.  The  number 
of  outpatient  medical  visitors  in  fiscal  year  1958  exceeded  the  number  visiting 
in  fiscal  year  1957  by  more  than  44,000.  It  was  possible  to  absorb  the  cost  of  the 
heavier  workload  in  fiscal  year  1958  by  increasing  productivity  in  VA  clinics 
and  holding  authorization  of  more  costly  fee-basis  treatment  to  a minimum. 

The  decrease  in  medical  workload  anticipated  by  the  President’s  budget 
for  fiscal  year  1959  has  not  materialized.  Based  on  current  experience,  it  is 
estimated  that  the  fiscal  year  1959  number  of  medical  visitors  to  clinics  will  be 
73,146  more  than  estimated  in  the  President’s  budget  for  fiscal  year  1959.  Addi- 
tional funds  in  amount  of  $2,353,800  will  be  required  to  meet  this  workload  in- 
crease. Included  in  this  estimate  are  $398,300  to  provide  for  17,167  additional 
medical  visitors  anticipated  as  a result  of  Public  Law  85-461  which  authorizes 
outpatient  medical  services  to  Commonwealth  Army  veterans  of  the  Republic 
of  the  Philippines  for  service-connected  disabilities. 

Medical  fee  increases  continue  to  generate  additional  costs  to  the  outpatient 
care  program.  These  increases  result  primarily  from  the  nationwide  rise  in 
prices  of  commodities  and  services  and  pressures  exerted  by  State  medical  socie- 
ties to  bring  VA  fees  in  closer  alinement  with  fees  already  paid  by  other  Federal 
agencies.  Blue  Cross-Blue  Shield  medical  plans,  and  other  medical  insurandd 
carriers. 

The  increases  required  for  beneficiary  travel,  transportation  of  things,  com- 
munication, utilities,  printing,  contractual  services,  and  supplies  are  directly 
related  to  the  increased  workload. 

The  increase  in  employee  travel  limitation  is  required  to  transfer  United  States 
professional  personnel  to  Manila,  P.I.,  to  staff  the  expanded  outpatient  clinic 
as  a result  of  Public  Law  85-461. 


Medical  and  dental  workloads 


1959  presently 
available 

1959  revised 
estimate 

1959  in- 
cre'ise  (+)  or 
decrease  (— ) 

Individuals  visiting,  medical  . . _ . . . 

Examinations,  dental. 

2, 035, 000 

40. 200 

34. 200 

2, 108, 146 
31, 100 
24, 200 

4-73, 146 
-9, 100 
-10,000 

Treatments,  dental 

Total..  ..  ...  ..... 

2, 109, 400 

2, 163, 446 

4-54, 046 

In  Veterans  Administration  facilities: 

Individuals  visiting,  medical  ..  . . - . . ... 

Examinations,  dental.  .....  . 

1,  465,  500 
26, 400 
26, 400 

1,  547, 010 
22, 000 
17, 050 

-f  91,  510 
-4,400 
-9, 350 

Treatments,  dental . . _ 

Total ....  . _ . 

1, 508, 300 

1, 586,  060 

4 77. 760 

By  private  ph3'^sicians  and  dentists: 

Individuals  visiting,  medical 

Examinations,  dental..  ..  _ .... 

679,  500 
13,  800 
7,  800 

561, 136 
9, 100 
7, 150 

-18,364 
-4, 700 
-650 

Treatments,  dental ..  ..  . 

Total ...  . . ...  __ 

601, 100 

577, 386 

-23, 714 

37458—59 
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Compensation  and  Pensions 


Program  and  financing 


ProRrarn  by  activities: 

1.  Compensation: 

(а)  LivinR  veterans: 

Spanish-American  War 

World  War  I 

World  War  II 

Korean  conflict 

Peacetime  service 

Subtotal 

(б)  Deceased  veterans 

Total,  compensation.. 


2.  Pensions: 

(а)  Living  veterans 

(б)  Deceased  veterans 

Total,  pensions 

3.  Other .< 

Total  program  costs  (obligations) 

Unobligated  balance  brought  forward 

Appropriation  (new  obligatlonal  authority) 


1959,  pres- 
ently avail- 
able 

1959,  revised 
estimate 

1959,  increase 

$630, 000 

215. 470. 000 
1, 077, 386, 819 

175. 306. 000 
68,  966,  000 

$630, 000 

215. 470. 000 
1, 129, 886, 819 

175. 306. 000 
68,  966,  000 

$52, 500, 000 

1,  537,  758,  819 
474, 956,  000 

1,  590,  258,  819 
474,  956, 000 

52, 500, 000 

2,  012,  714, 819 

2,  065,  214,  819 

52,  500, 000 

796, 917,  000 
338, 053,  000 

796, 917, 000 
338, 053,  000 

1, 134, 970,  000 
56,  798, 000 

1, 134,  970,  000 
56,  798,  000 

— 

3,  204,  482,  819 
-4, 482, 819 

3,  256, 982,  819 
-4,  482, 819 

52, 500, 000 

3,  200,  000,  000 

3,  252,  500,  000 

52,  500,  000 

OJxject  classification 


Presently 

Revised  esti- 

available,  fiscal 

mate,  fiscal 

Increase 

year  1959 

year  1959 

12.  Pensions,  annuities  and  insurance  claims  (total  obliga- 
tions)  

$3,204,482,819 

$3,256,982,819 

$52, 500, 000 

Mr.  Thomas.  Under  “Compensation  and  pensions,”  we  have 
$52,500,000. 

What  is  this  for,  gentlemen? 

Mr.  Monk.  Half  of  that  is  for  the  new  laws  and  half  was  a bad 
guess. 

Mr.  Thomas.  Break  it  down  and  perhaps  we  will  share  the  guess 
with  you. 

You  take  65  percent  of  the  blame  and  we  will  swap  you  the  horse 
for  it. 

What  have  you  got  rounded  out  there  under  pay  increase  in  the 
way  of  $5.25  million  and  then  you  say  your  big  program  runs  to  2, 
3,  and  4 billion.  Then  the  committee  lowered  the  estimate  a little 
bit  but  sometime — more  often  they  hit  it  than  the  committee  does^ — 
we  had  $25  million  and  we  lowered  it  last  year. 

We  will  place  in  the  record  at  this  point  pages  4 and  5 of  the 
justifications. 

(The  pages  referred  to  follow :) 


Additional  funds  in  the  amount  of  $52,500,000  will  be  required  in  fiscal  year 
1959  for  the  payment  of  veterans’  benefits  from  the  compensation  and  pensions 
appropriation.  Obligations  payable  from  this  appropriation  arise  by  operation 
of  law  and  are  not  administratively  controllableL 

Twenty-five  million  dollars,  or  nearly  one-half  of  the  total  supplemental  re- 
quired, is  directly  attributable  to  rate-increasing  legislation  enacted  subsequent 
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to  the  1959  appropriation  act.  The  more  significant  of  these  acts  were  Public 
Law  85-422,  Public  Law  85-425,  and  Public  Law  85-674.  Their  cost  effect  is 
indicated  below. 


Effective 

date 

Purpose 

Cost  in  fiscal 
year  1959 

Public  Law  85-422 

June  1, 1958 
July  1, 1958 
Aug.  19,1958 

Increased  military  pay  which  increased 
dependency  and  indemnity  compensa- 
tion rates  payable  to  widows  under 
Public  Law  881,  84th  Cong. 

Increased  rates  to  Spanish-American  War 
and  prior-war  widows.  Initially  en- 
titled Confederate  States  of  America 
veterans  and  dependents. 

Increased  burial  allowance  from  $150  to 
$250. 

$1,  500, 000 

11, 000, 000 

11, 800, 000 
700, 000 

Public  Law  85-425  

Public  Law  85-674 

Estimated  cost  of  other  legisla- 
tion enacted  in  the  85th  Cong. 

Total 

25, 000, 000 

In  addition,  $27,500,000  will  be  required  to  supplement  the  1959  appropriation 
which  is  insuflacient  in  that  amount  to  meet  obligational  requirements  under 
legislation  in  effect  at  the  time  of  enactment  of  the  appropriation.  Decreases  in 
requirements  contemplated  by  the  reduced  1959  appropriation  failed  to  material- 
ize and  present  estimates  of  caseloads  and  average  payments,  as  set  forth  in 
current  year  data  in  the  1960  budget,  and  supported  by  1959  experience  to  date, 
do  not  vary  significantly  from  the  1959  budget  estimates. 

Requirements  for  the  remainder  of  the  year  have  been  computed  on  the  basis 
of  trends  indicated  by  obligational  experience  during  the  first  6 months  of  1959, 
as  follows : 


Obligations  by  major  categories,  actual  1st  6 months;  estimated  last  6 months 


Major  category 

1st  6 months 
total  (actual) 

Last  6 months 
total  (esti- 
mated) 

Fiscal  year 
1959  total 
(revised  esti- 
mate) 

1.  Compensation: 

Living 

$797, 006,  346 
236, 132,  705 

$793,  252, 473 
238,  823,  295 

$1,  590,  258,  819 
474,  956, 000 

Deceased  

Subtotal 

1,  033, 139,  051 

397,  223,  811 
166, 461, 047 

1,  032,  075,  768 

399,  693, 189 
171,  591,  953 

2, 065,  214, 819 

796,  917, 000 
338, 053,  000 

2.  Pensions: 

Living..  

Deceased 

Subtotal 

563, 684,  858 
22,  935,  716 

571,  285, 142 
33,  862,  284 

1, 134,  970,  000 
56,  798, 000 

3.  Other ... 

Total  obligations,  _ _ 

1, 619,  759,  625 

1, 637,  223, 194 

3,  256,  982, 819 
3,  204, 482,  819 

Total  appropriation  available 

Total  supplemental  required 

52,  500, 000 

Gentlemen,  any  questions  ? 

Mr.  Rooney.  I have  one  question  with  regard  to  these  four  items. 


UNOBLIGATED  FUNDS 

In  the  last  fiscal  year  was  there  any  amount  returned  to  the  Treasury 
at  the  end  of  the  fiscal  year  ? 

Mr.  Thomas.  It  usually  runs  10  or  15  million  and  sometimes  25 
million. 

Mr.  Monk.  Actually,  it  went  to  the  pay  increase  last  year.  We  had 
to  apply  any  unobligated  balance  at  the  end  of  the  year  in  our  operat- 
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in<r  appropriations  to  the  pay  increase.  There  were  slight  unobligated 
balances  in  all  of  these  operating  appropriations. 

Mr.  Thomas.  Tell  the  gentlemen  that  these  are  no-year  funds  and 
tliey  are  appropriated  until  expended  and  sometimes  you  run  25,  50, 
and  75  million  over. 

Mr.  Rooney.  I did  not  know  they  were  no-year  funds. 

NUMBER  OF  EMPLOYEES 

Mr.  Jensen.  How  many  employees  do  you  have  in  the  Veterans 
Administration? 

Mr.  Whittier.  We  have  about  156,000,  including  part  time.  About 
150,000  full  time. 

Mr.  Thomas.  Tell  them  what  it  was  8 or  10  years  ago. 

Mr.  Whittier.  Over  200,000.  There  was  a tremendous  cutback. 

Mr.  Rooney.  Due  to  what  ? 

Mr.  Whittier.  It  is  due  to  a number  of  things.  One  was  adminis- 
trative improvements  and  another  is  the  declining  workload  in  some 
programs.  In  some  programs,  particularly  the  insurance  one,  the 
decrease  is  due  to  increased  efficiency,  and  it  has  been  absolutely  re- 
markable and  dramatic. 

Mr.  Rooney.  How  many  employees  did  the  Veterans  Administra- 
tion have  before  World  War  II  ? 

Mr.  Thomas.  Along  general  lines,  not  man-years. 

Mr.  Whittier.  I am  told  about  forty-five  to  fifty  thousand. 

Mr.  Rooney.  Of  course,  it  is  natural  for  you  to  have  an  increase  in 
personnel  after  World  War  II  and  the  Korean  war,  but  you  have 
gradually  reduced  your  personnel  ? 

Mr.  Whittier.  It  has  been  very  sharply  reduced. 

Mr.  Rooney.  Are  there  any  additional  personnel  requested  here? 

Mr.  Whittier.  No  additional  personnel  requested  here. 

Mr.  Rooney.  Same  as  to  outpatient  work  ? 

Mr.  Whittier.  That  is  correct,  but  the  increase  is  in  the  workload. 
That  is  largely  negotiations  with  the  doctors.  We  negotiate  with 
individual  State  medical  societies  and  the  patient  usually  can  select 
his  own  doctor. 

The  cost  of  medicine,  as  you  know,  and  doctors’  fees,  have  been 
rising  very  constantly  and  very  markedly. 

Mr.  Monk.  There  are  162  equivalent  man-years  requested  here  for 
the  insurance  workload  because  of  the  new  legislation. 

Mr.  Whittier.  I would  point  out  that  in  another  year,  because  of 
the  installation  of  electronic  data-processing  equipment,  we  hope  to 
show  a very  marked  decline. 

Mr.  Thomas.  Give  Mr.  Jensen  the  figures  in  that  Bureau. 

Mr.  Monk  will  give  you  a very  accurate  answer  to  that. 

This  crowd  deserves  a lot  of  credit,  but  never  let  it  be  said  that  this 
committee  had  not  been  urging  them  quite  often  to  reduce  it.  They 
have  reduced  one  Bureau  here. 

They  have  done  that  by  efficiency  and  mechanization. 

You  have  got  that  down  from  what  ? 

Mr.  Rosenthal.  From  20,000,  Mr.  Chairman,  to  approximately 
4,300. 

Mr.  J ENSEN.  You  are  doing  more  work  than  before  ? 
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Mr.  Kosenthal.  The  workload  is  the  same. 

Mr.  Jensen.  You  have  been  able  to  accomplish  that  through  new 
methods  of  administration  ? 

Mr.  Rosenthal.  And  procedures. 

Mr.  Whittier.  And  consolidations. 

Mr.  Jensen.  I wish  you  gentlemen  would  take  time  out  and  send 
your  experts  around  to  these  other  agencies  of  the  Government  and 
teach  them  a few  things. 

Mr.  Jonas.  Before  you  leave,  I have  a question  on  the  matter  of 
workload. 

I think  the  record  should  show  the  total  number  of  American  citi- 
zens who  have  some  entitlement  under  Veterans’  Administration  laws. 

That  figure  is  what,  77  million  people  ? 

Mr.  Whittier.  Yes. 

Mr.  Jensen.  If  we  ever  have  a couple  more  wars,  we  will  get  them 
all. 

Mr.  Thomas.  Just  one  more. 

Mr.  Jensen.  I hope  that  time  never  comes.  God  forbid. 

Mr.  Whittier.  I would  like  to  tell  you,  Mr.  Jensen,  and  some  of 
the  other  members  here  who  sit  on  the  committee,  what  I said  when  I 
appeared  here  before.  As  Mr.  Thomas  said,  some  of  the  reduction 
in  personnel  has  been  at  their  urging.  I want  to  give  this  committee 
and  their  chairman  full  credit.  In  a sense  my  promotion  from  Chief 
Insurance  Director  to  Administrator  was,  I think,  partly  responsible 
at  least  to  some  of  the  programs  that  I carried  out  that  were  here 
strongly  urged. 

Mr.  Thomas.  You  can  see  why  we  are  very  partial  to  Mr.  Whittier. 

Mr.  Jensen.  We  take  our  hats  off  to  you  and  the  committee. 

SAVINGS 

Mr.  Bow.  I was  rather  intrigued  by  one  statement  made  by  the 
director.  It  says,  “*  * * our  net  requirements  after  application  of 
savings  realized  in  our  operations  * * 

I like  that  statement. 

How  much  were  your  savings  ? 

Mr.  Whittier.  Do  you  have  the  figures  ? 

Mr.  Rosenthal.  About  $1.6  million. 

Mr.  Bow.  Where? 

Mr.  Rosenthal.  In  the  general  operating  expense  appropriation 
and  in  the  medical  administration  appropriation. 

Mr.  Bow.  What  is  that  on  your  overall  budget  in  that  field  ? 

Mr.  Thomas.  Medical  administration  is  around  $25  million  and  you 
cut  it  by  about  $1.5,  as  I recall. 

Mr.  Rosenthal.  Medical  administration  was  $26  million  and  the 
reduction  was  $800,000  in  that  appropriation  which  makes  it  about 
3 percent. 

Mr.  Bow.  That  is  fine.  I am  glad  to  see  some  savings. 

Mr.  Thomas.  Thank  you,  gentlemen.  It  is  fine  to  do  business  with 
you. 
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Tuesday,  February  24,  1959. 

GEXERAL  SERVICES  ADMINISTRATION 

WITNESSES 

HON.  FRANKLIN  G.  FLOETE,  ADMINISTRATOR 

MAX  MEDLEY,  COMPTROLLER 

J.  H.  MACOMBER,  JR.,  GENERAL  COUNSEL 

WILLIAM  P.  TURPIN,  ASSISTANT  COMPTROLLER,  BUDGET 

R.  T.  DALY,  ASSISTANT  COMMISSIONER,  FEDERAL  SUPPLY  SERVICE 

Mr.  T uoMAS.  Gentlemen,  the  committee  will  please  come  to  order. 

We  have  with  us  today  from  the  General  Services  Administration 
the  able  Administrator,  the  Honorable  Franklin  G.  Floete;  Max 
Medley,  Comptroller,  J.  H.  Macomber,  Jr.,  General  Counsel;  William 
P.  Turpin,  Assistant  Comptroller,  Budget,  and  R.  T.  Daly,  Assistant 
Commissioner  for  Purchase  and  Stores. 

Mr.  Administrator,  it  is  nice  to  have  you  with  us. 

Do  you  have  a short  statement  ? 

General  Statement 

Mr.  Floete.  Mr.  Chairman,  Mr.  Bean  the  Commissioner,  Federal 
Supply  Service,  is  unable  to  be  here.  He  unfortunately  had  to  have 
an  operation  Saturday  night  at  11 :30. 

Mr.  Thomas.  Is  it  anything  serious  ? 

Mr.  F LOETE.  He  is  coming  through  it  fine. 

Mr.  Thomas.  When  doing  business  with  these  doctors  in  the  hos- 
pital, it  is  always  serious  from  the  patient’s  point  of  view. 

Anyway,  we  are  delighted  to  know  he  is  doing  all  right  and  wish 
him  well. 

Mr.  Floete.  Mr.  Chairman,  and  gentlemen  of  the  committee,  I 
have  a formal  statement  which  I will  submit  for  the  record.  There  are 
only  three  items  in  the  supplemental  request.  One  of  them  applies  to 
Expenses,  Supply  Distribution  in  the  amount  of  $1,877,000.  Of  that 
amount  $800,000  is  needed  for  additional  expenses  due  to  the  fact  that 
our  sales  of  items  through  the  F ederal  Supply  Service  will  exceed  our 
estimate  for  1959  by  a little  over  $25  million.  This  $800,000  is  just 
the  added  expenses  which  are  entailed  in  those  additional  sales.  The 
rest  of  the  $1,877,000  is  to  finance  salary  and  wage  rate  increases 
over  which,  of  course,  we  have  little  control. 

(The  statement  referred  to  follows:) 

Mr.  Chairman  and  members  of  the  committee,  House  Document  58,  86th  Con- 
gress, includes  three  supplemental  appropriation  estimates  for  GSA  for  1959 
which  are  now  before  the  committee  for  consideration. 

The  three  items  are  principally  to  finance  changes  in  programs  since  the 
regular  1959  appropriations  were  made.  They  are : 

1.  “Expenses,  supply  distribution,”  an  additional  $1,877,000.  Of  that  amount 
$800,000  is  needed  for  expenses  of  handling  an  increase  of  $25.4  million  sales  of 
common  use  supplies  above  the  $300  million  on  which  the  regular  1959  appropri- 
ation was  based.  The  remaining  $1,077,000  is  to  finance  salary  and  wage  rate 
increases  authorized  by  law.  In  this  respect,  even  though  labor  costs  are  higher 
our  unit  costs  of  doing  business  are  still  declining. 
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2.  “General  supply  fund,”  an  additional  $15  million  in  appropriated  capital 
is  needed  to  finance  the  increased  sales  program  and  increase  services  to  other 
agencies.  No  pay  increases  are  directly  involved  in  this  item. 

3.  “Salaries  and  expenses,  OfiSce  of  the  Administrator,”  an  additional  $73,600. 
Of  this  amount  $60,000  is  to  finance  for  the  rest  of  the  year  the  allowances  and 
office  facilities  for  former  Presidents  and  pensions  for  widows  of  former 
Presidents  as  authorized  by  Public  Law  85-745.  The  remaining  $13,600  is  to 
finance  the  salary  increases  for  the  staff  of  the  Office  of  the  Administrator  as 
authorized  by  law. 

These  items  are  explained  in  greater  detail  in  the  justifications  which  we  have 
filed  with  the  committee.  We  are  here  to  furnish  any  additional  information 
the  committee  may  desire. 

Mr.  Thomas.  You  have  two  other  items  to  make  up  your  $1.8  mil- 
lion. What  are  the  other  two  ? 

Mr.  Floete.  On  the  general  supply  fund  we  are  asking  for  $15  mil- 
lion additional  capital  because  our  business  has  grown  to  the  point 
where  we  do  not  have  enough  cash  to  properly  finance  it.  We  have 
had  to  rely  to  a considerable  extent  on  advances  from  other  agencies 
that  purchase  from  us.  At  the  present  time  we  have  about  $24  million 
so  advanced  and  they  are  very  unhappy  about  it. 

Mr.  Thomas.  Mr.  Administrator,  let  me  interrupt  you. 

May  I correct  one  little  statement  ? I may  have  misunderstood  you, 
but  in  your  first  item  that  is  $1,877,000  and  the  first  one  you  covered, 
referred  to  $800,000  to  cover  additional  sales. 

The  Pay  Act  costs  come  to  $948,000  and  your  wage  board  increases 
come  to  $129,000  which  you  cannot  control. 

PAY  INCREASE 

Did  you  absorb  any  part  of  your  wage  increase  ? 

Mr.  Floete.  Yes ; we  did. 

Mr.  Medley.  Yes,  sir;  out  of  a total  of  about  $8.7  million  in  GSA, 
we  absorbed 

Mr.  Thomas.  How  much  in  expenses,  supply  distribution?  Your 
$8.7  million  would  be  for  the  whole  agency.  Confine  it  to  this  item. 
Did  you  absorb  any  ? 

Mr.  Medley.  $27,200. 

Expenses,  Supply  Distribution 


Program  and  financing 


1959,  pres- 
ently avail- 
able 

1959,  revised 
estimate 

1959,  increase 

Program  by  activities; 

1.  Stores  activities; 

Stores  operations.  . .. 

Space  and  related  costs  .. 

2.  Buying  operations  . __ 

$7, 208, 797 

3,  400, 181 

4,  083,  926 
1, 341,  229 
4,  026, 800 
-948,  000 

$7,  575,  797 

3,  400, 181 

4,  222,  926 
1,  491,  229 
4,  299,  800 

$367, 000 

139. 000 
150,  000 
273,  000 

948. 000 

3.  Inspection  operations . ___  . _ _ 

4.  Administrative  operations  . 
Supplemental  required  for  pay  increases. . . 

Total  program  costs 

19, 112,  933 

-455,  533 
150, 000 

20, 989,  933 

-455,  533 
150,  000 

1, 877, 000 

5.  Relation  of  costs  to  obligations; 

Undelivered  orders  brought  forward..  ... 
Undelivered  orders  carried  forward ... 

Total  program  (obligations).  ... 

Financing;  Comparative  transfers  to  other  accounts.  _. 

Appropriation  (new  obligational  authority) 

18,  807, 400 
117,  600 

20,  684,  400 
117,  600 

1, 877, 000 

18, 925,  000 

20, 802, 000 

1, 877, 000 
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Object  classification 


1959,  pres- 
ently avail- 
able 


1959,  revised 
estimate 


1959,  increase 


Total  number  of  i>ermanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 


1,811 

1,869 

68 

41 

67 

26 

1,762 

1, 806 

44 

1, 852 

1, 969 

117 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services.. 

Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Payment  to  ‘‘Administrative  operations  fund” 
Services  performed  by  other  agencies 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

13  Refunds,  awards,  and  indemnities 

16  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Total  program  costs 

Undelivered  orders  brought  forward 

Undelivered  orders  carried  forward 

Total  obligations 


$8, 779, 100 
202, 200 
189, 900 


9, 171, 200 
132,500 
355, 664 
284,  200 
2, 129,  772 
414, 196 
2,  245, 093 
4, 026, 800 

123. 400 
451, 825 
106, 383 

677. 400 
35, 600 

6, 900 
-948, 000 


$9,020,800 
339, 800 
220, 600 


9,  581, 200 
168, 200 
391, 064 
284,  200 
2, 129, 772 
425, 196 
2, 392,  793 
4,  299, 800 
123, 400 
454, 925 
106, 383 
589, 100 
35,  600 
8, 300 


$241, 700 
137, 600 
30, 700 


410,  OOO 
35, 700 
35, 400 


11, 000 
147, 700 
273,000 


3, 100 


11,  700 


1,400 
948,  OOO 


19, 112, 933 
-455,  633 
150, 000 


20, 989, 933 
-455,  533 
150, 000 


1, 877, 000 


18, 807, 400 


20,684,400 


1,877,000 


Mr.  Thomas.  The  first  item  is  expenses,  supply  distribution.  Mr. 
Eeporter,  put  pages  1,  2,  3,  4,  and  5 in  the  record. 

(The  pages  follow :) 

Expenses,  Supply  Distribution 

APPROPRIATION  LANGUAGE 

“For  an  additional  amount  for  ‘Expenses,  supply  distribution,’  $1,877,000, 
and  the  limitation  under  this  head  in  the  Independent  Offices  Appropriation  Actf 
1959,  on  the  amount  available  for  expenses  of  travel,  is  increased  from  ‘$132,500’ 
to  $168,200:  ” 

GENERAL  STATEMENT 

“This  proposed  supplemental  appropriation  includes  $948,000  for  the  cost  of 
pay  increases  pursuant  to  Public  Law  85-462 ; $129,000  for  the  cost  of  wage  board 
pay  increases  granted  through  January  10, 1959 ; and,  $800,000  to  cover  expenses 
of  an  anticipated  increase  in  the  sale  of  common-use  supplies. 

“On  October  21,  1958,  this  appropriation  was  reapportioned,  pursuant  to 
section  3679  of  the  Revised  Statutes,  as  amended  (31  U.S.C.  665)  on  a basis 
which  indicated  a necessity  for  a supplemental  estimate  for  increased  pay  costs. 
This  action  was  reported  to  the  Congress  by  the  Director  of  the  Bureau  of  the 
Budget  on  that  date”  (quoted  from  H.  Doc.  58) . 
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Summary  reconciliation  of  appropriations  and,  supplemental  estimates 


Appropriation  in  annual  act  (Public  Law  85-844) $18,  765,  000 

Appropriation  in  supplemental  act  (Public  Law  85-766) 160,  000 

Total  appropriations  available 18,  925,  000 

Less  comparative  transfer  of  supply  service  officers —117, 600 

Available  for  operations 18,  807,  400 

Portion  of  proposed  supplemental  for : 

Pay  increases,  classified  employment 948, 000 

Pay  increases,  wage  board  employment 129, 000 

Total 1, 077,  000 

Comparable  availability  shown  on  page  3 19,  884,  400 

Portion  of  proposed  supplemental  for  increases  in  sales  program — 800, 000 

Total  including  proposed  supplemental 20,  684, 400 

JUSTIFICATION 

(J)  Cost  of  salary  increases  {classified  employment)  $948,000 


The  Federal  Employees  Salary  Increase  Act  of  1958  was  approved  June  20, 
1958,  too  late  to  be  reflected  in  the  annual  appropriation  for  1959.  The  increased 
cost  due  to  this  act  consists  of  $609,900  for  payrolled  costs  and  $338,100  for  serv- 
ices performed  under  the  buildings  management  and  administrative  operations 
funds. 

(2)  Cost  of  wage  increases  {unclassified  employment)  $129,000 

Increased  wage  rates  for  unclassified  employees  are  made  from  time  to  time  by 
wage  boards  to  maintain  the  rates  at  the  level  of  those  prevailing  in  the  respec- 
tive localities  throughout  the  United  States.  No  provision  was  made  in  the 
annual  estimate  or  appropriation  for  1959  for  {a)  the  cost  on  a full  year  basis 
in  1959  of  wage  board  rate  increases  effected  during  1958  nor  (b)  the  cost  of 
such  further  increases  as  may  be  effected  during  1959.  Due  to  these  increases, 
operations  under  this  head  are  being  carried  on  at  a higher  rate  of  expenditure 
than  is  currently  financed,  but  in  accordance  with  quarterly  apportionments 
approved  by  the  Director,  Bureau  of  the  Budget,  on  a deficiency  basis  in  antici-: 
pation  of  supplemental  appropriations  to  liquidate  the  deficiency. 

{a)  Cost  on  a full  year  Oasis  in  1959  for  increases  effected  in  1958. — The  Sup- 
plemental Appropriation  Act,  1959  (Public  Law  85-766)  provided  $160,(X)0  for 
financing  these  costs  for  increases  effected  from  July  1,  1957,  through  May  4, 
1958.  No  further  increases  were  effected  from  May  5 through  June  30,  1958  in 
localities  where  there  are  supply  depot  operations. 

(b)  Cost  of  increased  rates  in  1959  effected  to  January  10,  1959. — Under  pre- 
vailing Budget  Bureau  policy  to  provide  at  any  one  time  for  only  such  increases 
as  have  actually  been  effected,  this  estimate  is  confined  to  the  period  July  1, 1958, 
through  January  10,  1959.  The  cost  of  such  increases  is  estimated  at  $129,000 
as  shown  in  detail  on  exhibit  A on  page  5.  Cost  of  increases  effected  from  Janu- 
ary 10  through  June  30,  1959,  will  be  covered  in  a subsequent  supplemental 
request. 

{3)  Increased  volume  of  sales,  $800,000 

The  supply  program  in  1959  is  finally  approaching  the  magnitude  expected  to 
be  reached  for  the  past  several  years.  An  unusual  volume  of  sales  in  the  first 
quarter  was  attributed  to  advance  procurement  during  1958  authorized  by  Public 
Law  85-386,  and  it  was  not  anticipated  that  the  program  would  maintain  that 
pace  in  subsequent  months.  ^ However,  the  4 months  of  October  through  January 
continue  to  show  increases  in  all  categories  over  the  same  periods  in  prior  years 
highlighted  by  the  establishment  in  October  of  a new  record  of  $13.1  million  in 
warehouse  shipped  sales. 
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'I'ht*  following  table  illustrates  the  recent  growth  of  this  program: 


[In  millions  of  dollars] 


1958  actual 

Program 
estimated 
for  1959 
budget 

1959  program 
planned  at 
start  of  year 
within  avail- 
able funds 

Revised  pro- 
gram based 
on  5 months’ 
business 

Percentage 
increase 
over  1958 

StorcvS  items  sales  (including 
direct  delivery) 

$135. 1 

$163. 4 

$162.  0 

$173. 4 

28. 35 

Total  sales 

225.0 

292.6 

300.0 

325.4 

44.  62 

Stores  buying 

147.1 

169.8 

166.7 

179.6 

22.09 

.\onstores  buying 

121.6 

130.0 

106.1 

134.4 

10.53 

It  should  he  noted  that  with  the  addition  of  the  $800,000  requested,  the  total 
amount  available  in  1959,  excluding  funds  for  mandatory  wage  and  pay  act 
costs  approved  subsequent  to  the  original  1959  request,  will  be  about  the  same 
amount  that  was  requested  a year  ago,  while  the  program  will  substantially 
exceed  that  contemplated  at  that  time. 

It  is  apparent  that  funds  appropriated  for  1959  are  inadequate  to  meet  the 
demands  of  customer  agencies.  This  financial  inadequacy  is  refiected  in  growing 
backlog  situations. 

Improved  operating  methods  and  planned  economies  have  resulted  in  lowering 
unit  costs,  and  have  made  it  possible  to  absorb,  some  of  the  increased  work- 
load within  available  funds.  However,  further  relief  of  this  situation  can 
only  come  from  additional  funds  to  provide  additional  manpower. 

Revised  sales  and  cost  data  for  1959,  and  the  effect  of  increased  sales  programs 
on  the  budget  activities,  are  shown  below. 


1958  actual  i 

1959 

Comparable  2 

Revised 

Change 

Stores  operations: 

Sales  from  stores  stock  (millions  of  dollars)  _ _ 
Unit  cost  (per  $100) 

$120.  7 
$5. 09 

$138.  6 
$5. 24 

$150. 0 
$5. 00 

-f$11.4 
$2. 09 

Performance  cost . 

$6, 137, 970 

$7,  262, 000 

$7, 500, 000 

-f$238, 000 

Space  and  related  costs: 

Recurring  

$2,  622,  407 
191, 303 

$2,  987,  300 
249, 000 

$2,  987, 300 
249, 000 

Nonrecurring 

* Performance  cost  __  - 

. $2,  813,  710 

$3,  236, 300 

$3,  236,  300 

Buying  operations: 

All  purchases  (millions  of  dollars)  _ _ . 

Unit  cost  (per  $100) -- 

Performance  cost  _ - 

$268.  7 
$1.44 

$272.  8 
$1.47 

$314.0 
$1.  32 

-f  $41. 2 
$0. 34 

$3,  880,  846 

$4, 020,  600 

$4, 159,  600 

-f  $139, 000 

Inspection  operations: 

All  purchases  (millions  of  dollars) . 

$268.  7 
$0.  40 

$272.  8 
$0.  49 

$314.  0 
$0.  47 

-f  $41. 2 
$0.  36 

Unit  cost  (per  $100).  - 

Performance  cost - 

$1,087, 045 

$1,338,  700 

$1,  488,  700 

-|-$150, 000 

Administrative  operations: 

Total  .sales  (mlllinns  of  dollars) 

$225.  0 
$1.67 

$300.  0 
$1.34 

$325.  4 
$1.32 

-f  $25.  4 
$1.07 

Unit  cost  (per  $100) . - 

Performance  cost..  . 

$3,  764,  288 
-169,  263 

$4, 026,  800 

$4,  299,  800 

-t-$273, 000 

A fnr  *5HTnmi«:tr?itiy7P  nnPTfi 

Total  obligations 

$17,  514,  596 

$19,  884,  400 

$20,  684,  400 

-f$800, 000 

1 Includes  pay  act  increases  effective  for  last  6 months  only. 

2 Includes  comparable  availability  for  operations  plus  $1,077,000  pay  increases. 
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Supply  Distribution  Operations 


Summary  of  workload,  sales,  'purchasing  and  cost  data 


1958  actual 

1959 

Compar- 

able 

Revised 

Change 

A.  Stores  items  (millions  of  dollars): 

Purchases  for  direct  delivery  

Net  change  in  undehvered  orders  . 

Sales  by  direct  delivery 

Purchases  for  depot  stocks--- 

Net  change  in  undehvered  orders - --.  _-- 

Change  in  inventory  --  . 

$15.8 

-1.4 

$22.0 

+1.4 

$22.0 

+1.4 

14.4 

23.4 

23.4 

126.3 

-7.1 

-3.7 

138.9 

+5.1 

-10.9 

151.8 

+3.6 

-10.9 

+$12.  9 
-1.5 

Sales  from  depot  stocks 

Purchases  for  fuel  yard 

115.5 

133. 1 

144.5 

+11.4 

5.0 

+.2 

5.8 

-.3 

5.8 

-.3 

Change  in  inventory 

Sales  from  fuel  yard - __ 

5.2 

5.5 

5.  0 

Total  sales  (stores  items) 

Unit  costs  (per  $100  of  sales) : 

Operating  expenses  _ ---  - - . 

Space  and  related  costs  ----  - - -- 

Total  unit  cost  (per  $100  of  sales) 

Performance  cost  (by  activities) : 

1.  Stores  operations 

(а)  Storage  and  issue,--  ------ 

(б)  Space  and  related  costs  - - - -- 

2.  Buying  operations  - - - - 

3.  Inspection  operations,  - . --- 

4.  Adiainistrative  operations ------ 

Total  performance  cost--  - ---  -- 

Operating  expenses  - 

Space  and  related  costs 

B.  Nonstores  items  (mhlions  of  dollars): 

Sales-  --  ----- - 

135.1 

162.0 

173.4 

-11.4 

$9.  52 
1.94 

$8.  97 
1.84 

$8.  73 
1.72 

$5. 37 

11.46 

10.81 

10.  45 

5.  37 

$8,  760,  377 

$10,  249,  300 

$10,  487, 300 

+$238,  000 

6, 137,  970 
2,  622,  407 

2,  523, 451 
803, 435 

3,  388,  612 

7,  262,  000 
2,  987,  300 

2,  782,  700 
953,  000 

3,  526, 100 

7,  500,  000 
2,  987,  300 

2,  873,  000 
1,009,400 

3,  754, 100 

+238,  000 

+90, 300 
+56,  400 
+228, 000 

15,  475,  875 

17,  511, 100 

18, 123,  800 

+612,  700 

12,  853,  468 
2,  622,  407 

14,  523,  800 
2,  987,  300 

15, 136,  500 
2,  987, 300 

+612,700 

$89.  9 
-f31.  7 

$138.  0 
-31.9 

$152.  0 
-17.6 

+$14.0 

+14.3 

Net  change  in  undelivered  orders  --  

Purchases 

Unit  cost  (per  $100  of  purchases) - 

Performance  cost  (by  activities) : 

2.  Buying  operations  - - --- 

3.  Inspection  operations  ----- 

4.  Administrative  operations  

Total  performance  cost 

C.  Total  program  (millions  of  dollars) : 

Total  purchases  - --  - ---  -- 

Net  change  in  undelivered  orders  - --  - 
Change  in  inventory - - - - --- 

121.6 

106. 1 

134.4 

+23.8 

$1.  66 

$2.  00 

$1.  72 

$0.  66 

$1, 357, 395 
283,  610 
375,  676 

$1, 237, 900 
385,  700 
500,  700 

$1,  286, 600 
479, 300 
545,  700 

+$48, 700 
+93, 600 
+45, 000 

2, 016, 681 

2, 124, 300 

2,311,600 

+187, 300 

$268.  7 
-40.2 
-3.5 

$272.  8 
+38.4 
-11.2 

$314.0 

+22.6 

-11.2 

+$41.2 

-15.8 

Total  sales  (millions  of  dollars)  - - 

Unit  cost  (per  $100  of  sales)  -- 

Total  performance  cost  --  ---  - - ---- 

Add  nonrecurring  costs:  Space  adjustment  - ---- 
Less  difference  between  payments  and  actual  ad- 
ministrative operations  cost 

225.0 

300.0 

325.4 

+25.4 

$7.  77 

$6.55 

$6.  28 

$3. 15 

$17,  492,  556 
191, 303 

-169,263 

$19, 635,  400 
249, 000 

$20,  435, 400 
249,  000 

+$800, 000 

Total  ffnancing  - 

17,  514,  596 

19,  884, 400 

20, 684,  400 

+800, 000 

Exhibit  A 

Detail  of  wage  hoard  increases^  by  location — Cos  tin  1959  of  1959  increases  effected  July  1,  1958 j through  Jan.  10,  1959 
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Mr.  Thomas.  Now  you  want  to  justify  your  increase  in  sales.  That 
is  on  the  bottom  of  page  2 showing  that  your  sales  of  stores  items  in 
1958  came  to  $135,100,000.  Your  budget  estimate  for  1959  was  based 
upon  what  ? $163,400,000  ? Instead  of  that  it  looks  like  you  are  go- 
ing to  get  $173.4  million ; is  that  correct  ? 

Mr.  Floete.  That  is  correct,  but  that  is  not  our  total  sales 

Mr.  Thomas.  On  your  increase  you  want  an  additional  amount  for 
expenses  of  $800,000 ; is  that  correct  ? 

Mr.  Floete.  That  is  what  we  are  requesting,  but  the  total  sales  is 
the  line  you  should  be  looking  at,  I think.  That  jumps  from  $225 
million  in  1958  to  $325.4 

Mr.  Thomas.  I am  talking  about  the  sales  out  of  the  stores.  I am 
not  talking  about  catalog  sales  and  everything  else.  This  includes 
the  catalog  at  $325  million,  does  it  not  ? 

Mr.  Medley.  No,  sir ; the  total  sales  includes  the  stores  items  as  well 
as  the  so-called  direct- delivery  items. 

Mr.  Thomas.  What  are  your  total  sales,  $173.4  million  ? 

Mr.  Medley.  That  is  correct  for  stores  items  only 

Mr.  Thomas.  So  it  jumps  up  $28  million  ? 

Mr.  Floete.  That  is  28  percent,  not  millions. 

Mr.  Thomas.  About  $11  million  increase,  not  percentage. 

The  way  you  arrive  at  your  $800,000  increase^  you  break  it  down 
between  stores  operations,  space  and  related  costs,  buying  operations, 
inspection,  administrative  expense,  and  so  forth,  and  then  you  add 
them  all  up  here. 

Could  you  get  by  with  about  $400,000,  gentlemen,  on  that  item  ? 

Mr.  Floete.  No,  sir. 
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General  Supply  Fund 
Program  and  financing 


1959,  pres- 
ently avail- 
able 


1959,  revised 


estimate 


1959,  increase 


Propram  by  activities: 

OlM'ratinp  costs: 

1.  Supply  distribution: 

(а)  Stores  items 

(б)  Nonstores  items 

2.  Motor  pools 

3.  Rehabilitation  and  repair  of  furniture  and  equip- 


$161,  500, 000 
110, 000, 000 
10, 050, 000 


$172, 900, 000 
124, 000, 000 
10, 050, 000 


$11,  400, 000 
14, 000, 000 


ment 

4.  Equipment  rental 

Total  operatinp  costs.. 

Depreciation  included  above  (— ) 

Total  operating  costs,  funded 

Capital  outlay: 

1.  Supply  distribution:  (a)  Stores  items:  Acquisition 

of  materials  handling  and  laboratory  equipment 

2.  Motor  pools: 

Acquisition  of  motor  vehicles 

Less  property  transferred  in  without  charge 

Net  capital  outlay,  motor  vehicles 

Acquisition  of  equipment 

Total  capital  outlay 

Total  program  costs,  funded 

6.  Relation  of  costs  to  obligations:  Costs  financed  from 
obligations  of  other  years,  net  (— ) 

Total  program  (obligations) 


Financing: 

Appropriation 

Revenue  and  receipts: 

Sale  of  goods 

Sdrlc  of  sor vic6S  

Increase  or  decrease  (— ) in  accepted  orders  on  hand — 

Sale  of  equipment 

Other  revenue 

Total  amounts  becoming  available 

Unobligated  balance  brought  forward 

Total  amounts  available 

Capital  transfer  (payment  of  earnings  to  Treasury)  (-).- 
Unobligated  balance  carried  forward 


252,  000 

252, 000 

282,  802, 000 
-2, 253, 000 

308, 202, 000 
-2, 253, 000 

25,  400, 000 

280,  549, 000 

305, 949, 000 

25,  400, 000 

650, 000 

9,  752,  000 
-1,800, 000 

650, 000 

9,  752,  000 
-1,800, 000 

7,  952,  000 
100, 000 

7,  952, 000 
100, 000 

8,  702, 000 

8,  702, 000 

289,  251, 000 
-23,  961,655 

314,  651, 000 
-17,661,  655 

25, 400,  000 
6,  300, 000 

265,  289, 345 

296, 989,  345 

31, 700, 000 

6. 250. 000 

272, 000,  000 
11,  402, 000 
-24,209, 795 
850,  623 

1. 800. 000 

21. 250. 000 

297, 400, 000 

11. 402. 000 
-19, 609,  795 

850,  623 
1, 800, 000 

-f-15, 000, 000 
-f 25,  400, 000 
+4, 600, 000 

268, 092, 828 
-1, 653, 913 

313, 092, 828 
-1,653,913 

+45, 000, 000 

266, 438, 915 
-2, 171, 852 
1, 022, 282 

311, 438, 915 
-2, 171, 852 
-12, 277,  718 

+45, 000, 000 
-13,300,000 

265, 289, 345 

296,989,  345 

+31,  700, 000 

Financing  applied  to  program 
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Ohject  classification 


1959,  pres- 
ently avail- 
able 


1959,  revised 
estimate 


1959,  increase 


Total  number  of  permanent  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year.. 


486 

425 

486 


486 

425 

486 


Direct  costs: 


09  Equipment 

Reimbursable  costs: 


$8, 702, 000 


$8, 702, 000 


01  Personal  services: 


02 

03 

04 

05 

06 
07 


08 

11 

13 

15 


Permanent  positions 

Other  personal  services 

Excess  of  annual  leave  earned  over  leave  taken. 

Total  personal  services 

Travel 

Transportation  of  things 

Communication  services 

Rents  and  utility  services 

Printing  and  reproduction 

Other  contractual  services 

Payment  to  “Administrative  operations  fund” 

Services  performed  by  other  agencies 

Supplies  and  materials 

Materials  supplied  to  other  agencies 

Grants,  subsidies,  and  contributions 

Refunds,  awards,  and  indemnities 

Taxes  and  assessments 

Total  reimbmsable  costs 

Total  costs.  General  Services  Administration 


2,  258, 300 
8,700 
6,800 


2,  273,  800 

50. 000 

12, 100 

45. 000 

200, 000 

24,  000 
1,  904, 000 
382,  800 
200, 000 

3,  000,  000 
271,  500,  000 

147,  300 
5,  000 
5,000 


279,  749,  000 


288, 451,  000 


2, 258, 300 
8,  700 
6,800 


2,  273, 800 

50. 000 

12, 100 

45. 000 

200, 000 

24. 000 
1,  904, 000 

382, 800 

200, 000 

3,  000,  000 
296,  900,  000 

147,  300 
5,000 
5,  000 


305, 149,  000 


313,  851,  000 


$25,  400, 000 


25,  400,  ,000 
25,  400,  000 


ALLOCATION  TO  DEPARTMENT  OF  INTERIOR 


07  Other  contractual  services. 

Total  costs 

Costs  financed  from  obligations  of  other  years,  net  (— ) 

Total  obligations 


800, 000 


800, 000 


289,  251,  000 
-23,  961,  655 


314,  651,  000 
-17,  661,  655 


25, 400,  000 
6, 300,  OOO 


265, 289, 345 


296,  989,  345 


31,  700,  000 
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Mr.  Thomas.  Next  is  the  “General  supply  fund.”  Perhaps  we 
sliould  put  in  pages  11  and  12,  at  this  point. 

(The  pages  follow:) 

General  Supply  Fund 

APPROPRIATION  LANGUAGE 

“To  increase  the  general  supply  fund  established  by  the  Federal  Property  and 
Administrative  Services  Act  of  1949,  as  amended  (5  U.S.C.  630g),  $15,000,000.” 

GENERAL  STATEMENT 

“This  proposed  supplemental  appropriation  is  to  supply  additional  capital  for 
the  general  supply  fund  to  provide  adequate  financing  for  increased  sales  and 
services  to  Federal  agencies.”  (Quoted  from  H.  Doc.  58.) 

A national  supply  depot  system  and  a system  of  ordering  supplies  for  direct 
delivery  to  agencies  is  financed  from  this  fund  on  a reimbursable  basis.  Sup- 
plies or  services  are  sold  from  the  fund  at  cost  to  other  agencies  or  the  District 
of  Columbia.  Expenses  for  operating  the  fund  for  these  purposes  are  provided 
for  under  the  appropriation  “Expenses,  supply  distribution”  (5  U.S.C.  630g). 

Also  financed  by  the  fund  and  reimbursed  by  the  using  agencies  are  operations 
of  interagency  motor  pools  which  have  been  established  in  areas  of  high  vehicle 
density. 

This  supplemental  estimate  is  geared  to  an  increase  of  $25.4  million  sales 
through  the  fund  in  1959,  now  estimated  to  total  $308.8  million.  Comparative 
data  follows : 

[In  millions  of  dollars] 


1958 

1959 

actual 

Original 

Revised 

Change 

Sales  program  under  “Expenses,  supply  distribution”; 

Stores  items  . 

Nonstores  items 

136.1 

90.0 

162.0 

138.0 

173.4 

152.0 

-HI.  4 
4-14.0 

Subtotal ... 

225. 1 

300.0 

325.4 

-f25.4 

Add  motor  pools,  shops  and  miscellaneous  sales  which  incur  no 
costs  from  “Expenses,  supply  distribution” . 

8.4 

11.4 

11.4 

Total  sales 

233.5 

311.4 

336.8 

-f25.4 

Deduct  portion  of  direct  delivery  sales  for  which  payments  to 
suppliers  are  made  by  ordering  agencies  thereby  obviating 
use  of  GSF  capital 

-29.5 

-28.0 

-28.0 

Net  total  sales  affecting  GSF  as  reflected  in  data  which 
follows  . 

204.0 

283.4 

308.8 

4-25.4 

JUSTIFICATION 

The  increased  requirement  of  $15  million  in  appropriated  capital  is  based  on 
the  expanded  supply  distribution  sales  program  and  limiting  advances  from 
customer  agencies  to  the  maximum  practical  level.  Experience  to  date  clearly 
indicates  the  impracticability  of  depending  on  customer  advances  of  as  much  as 
.$24.1  million,  the  extent  made  necessary  by  the  expanded  sales  program.  DiflS- 
culty  in  securing  advances,  in  excess  of  the  $9.1  million  reflected  in  the  supporting 
statements,  coupled  with  agencies’  conditions  requiring  “return  on  demand,” 
point  up  the  uncertainties  of  maintaining  a liquid  financial  condition  in  a fund 
which  is  not  now  provided  with  suflScient  appropriated  capital. 
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Analyses  of  capital  requirements  follow  : 


[In  millions  of  dollars] 


1969 

1959,  revised 

Change 

Cash  on  hand 

10.0 

10.0 

Accounts  receivable 

46.6 

50.8 

+4.2 

Inventories  _ - 

51.0 

51.0 

Deferred  charges,  etc 

.3 

.3 

Equipment:  ^ ' 

Motor  vehicle 

17.9 

17.9 

All  other 

2.0 

2.0 

Accounts  payable: 

To  vendors _ 

-16.4 

-17.8 

-1.4 

Advances  from  other  agencies 

-21.3 

-9.1 

+12.2 

Donated  assets 

-6.9 

-6.9 

Retained  earnings 

-2.4 

-2.4 

Appropriated  capital  requu-ed 

80.8 

95.8 

+15.0 

In  computing  the  foregoing  requirements  the  usual  factors  of  60  days  for 
receivables  (45  days  billed  and  15  days  unbilled)  and  20  days  for  payables 
were  used,  inventory  was  based  on  minimum  requirements  to  maintain  necessary 
balance  between  orders  received  and  stock  capacity  ito  fill  such  orders  promptly. 

Detail  comparison  of  invested  capital  is  set  forth  on  the  next  page. 

Mr.  Thomas.  How  much  money  do  you  have  in  the  supply  fund 
now  ? How  much  has  been  appropriated  ? 

Mr.  Medley.  $80,750,000. 

Mr.  Thomas.  That  does  not  include  this  $15  million  you  want  now  ? 

Mr.  Medley.  No,  sir. 

Mr.  Thomas.  What  do  you  finance  with  that  $80  million  ? 

Mr.  Medley.  There  is  a table  on  page  12  which  breaks  it  down  as 
to  how  we  originally  expected 

Mr.  Thomas.  We  have  already  put  page  12  in  the  record,  but  what 

1 want  to  get  now  is  how  you  finance  or  what  you  finance  with  this 
$80  million  on  your  sales  program,  your  motor  pool,  stores  inventories, 
and  accounts  receivable.  Anything  else  ? 

Mr.  Medley.  No,  sir. 

Mr.  Thomas.  That  is  enough,  is  it  not  ? 

Mr.  Medley.  Yes,  sir. 

Mr.  Thomas.  You  mean  that  you  have  $10  million  cash  on  hand 
now? 

Mr.  Medley.  No;  that  is  the  projected  estimate  at  the  end  of  the 
year  for  both  the  original  and  revised  program  for  1959. 

Mr.  Thomas.  Under  “Accounts  receivable,”  $46.6  million  original 
and  $50.8  million  revised ; inventories,  $51  million  for  both. 

If  your  customer  agencies  pay  you  in  30  days,  you  would  not  need 
that  $15  million  additional,  would  you  ? 

Mr.  Medley.  Substantially,  Mr.  Chairman.  This  estimate 
really 

Mr.  Thomas.  Your  customers  that  you  are  selling  to  on  credit  are 
the  various  agencies  of  the  Federal  Government.  They  have  their 
appropriated  funds  and  all  they  have  to  do  is  pay  you  in  30  days,  or 

2 weeks,  and  you  do  not  need  any  more  money ; is  that  right  ? 

Mr.  F LOETE.  They  do  not  do  it. 

Mr.  Thomas.  Hid  not  the  Bureau  of  the  Budget  touch  them  up  for 
you  ? Hid  that  do  any  good  ? 


37458—59 
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Mr.  Medley.  AVe  had  hoped  it  would  do  some  good  in  Defense. 
Kecently  they  agreed  to  pay  us  on  the  basis  of  constructive  receipts. 

Mr.  Tik  )MAS.  Suppose  we  let  you  have  about  $7  or  $8  million ; would 
that  keej)  you  current? 

Mr.  Medley.  The  problem  is  that  we  have  secured  these  advances 
from  other  agencies,  notably  the  military.  We  have  $15  million  from 
tlie  Air  Force,  $3  million  from  Navy,  and  $2  million  from  the  Army. 
AVe  have  secured  those  advances  under  the  commitment  that  he  will 
i-eturn  the  money  in  June  so  they  will  have  the  money  to  carry  forward 
to  pay  their  own  bills  in  succeeding  months.  We  are  going  to  be  hard 
pressed  to  return  those  advances. 

Mr.  T iioMAS.  You  will  have  bills  receivable  of  $51  million  at  the 
end  of  the  year,  will  you  not? 

Mr.  Medley.  Yes,  sir. 

Mr.  T IIOMAS.  Flow  old  will  they  be? 

Mr.  Medley.  Roughly,  60  days. 

Mr.  Thomas.  Is  that  not  the  same  when  these  agencies  Rave  this 
money  and  all  they  have  to  do  is  to  write  a check  and  it  takes  them  60 
days  to  write  you  a check  ? 

You  know  that  in  private  industry  the  credit  department  will  say, 
“Dear  Mr.  Jones,  we  love  you  and  your  business,  but  you  are  2 hours 
late.  Please  remit.” 

Do  you  ever  write  your  customers  like  that? 

Mr.  Medley.  Yes,  sir. 

]Mr.  Thomas.  What  do  they  write  you  back  ? 

Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Thomas.  On  the  record. 

Mr.  Medley.  Mr.  Chairman,  all  Government  agencies  give  prefer- 
ence to  their  own  bills  from  private  vendors.  We  have  utilized  every 
technique  we  can  think  of  but  they  just  pay  the  private  vendors  first 
and  us  second. 

Salaries  and  Expenses,  Office  of  Administration 


Program  and  financing 


1959,  pres- 
ently avail- 
able 

1959,  revised 
estimate 

1959,  increase 

Program  by  activities: 

1.  Executive  direction 

$213, 600 
100, 000 
-13, 600 

$213, 600 
160, 000 

2.  Allowances  and  office  facilities  for  former  Presidents 

Supplemental  required  for  pay  increases - 

Total  obligations 

$60, 000 
13, 600 

300, 000 

373, 600 

73,600 

Financing:  Appropriation  (new  obligational  authority) . . 

300, 000 

373,  600 

73. 600 

241 


Object  classification 


1959,  pres- 
ently avail- 
able 

1959,  revised 
estimate 

1959,  increase 

Tnt.fll  Tmmhf>r  of  pormanont  positions  i 

20 

20 

A voragfi  niimbor  of  nil  p.mployfifis  1 . . __ 

20 

20 

Niimhor  of  omployees  at  find  of  year  i - _ . 

20 

20 

01  Personal  services: 

Permanent  positions  - . - 

$178,  712 
44,  500 
2, 788 

$178, 712 
74,  000 
2, 788 

Positions  other  than  permanent --  - . - _ 

Other  personal  services  . - - - 

$29, 500 

Total  personal  services . --  

02  Travel  - - - 

226, 000 
7,000 
5,  300 
2,  900 
12, 300 
800 

255,  500 

7. 000 

6.000 
2, 900 

17, 000 
800 

29, 500 

04  Communication  services-  --  ---  

06  Printing  and  reproduction  

700 

07  Other  contractual  services  -- 

Services  performed  by  other  agencies 

4, 700 

08  Supplies  and  materials 

1,200 
7, 000 

1,200 
7, 000 
16, 400 
59,  500 
300 

09  Equipment  - - -- 

11  Grants,  subsidies,  and  contributions 

J 2 Pensions,  annuities,  and  insurance  claims 

15  Taxes  and  assessments 

14, 300 
36,  500 
300 

2, 100 
23, 000 

Supplemental  required  for  pay  increases 

-13, 600 

13,  600 

Total  obligations 

300, 000 

373, 600 

73. 600 

1 Excludes  staff  for  offices  of  former  Presidents. 

Average  salaries  and  grades 

1957 

1958 

1959 

Average  GS  grade  and  salary 

8.  0 $6, 435 

8. 9 $6, 928 

8.9  $7,704 

Mr.  Thomas.  We  will  put  in  page  23  at  this  point  in  the  record. 
This  is  for  the  Office  of  the  Administrator,  for  additional  amount  in 
the  order  of  $73,600. 

This  appropriates  $73,600:  $13,600  for  pay  increases  and  $60,000 
to  finance  the  allowances  and  office  facilities  for  former  Presidents 
and  pensions  for  widows  of  former  Presidents,  as  authorized  by  Public 
Law  85-745. 

(The  page  is  as  follows :) 

Salaries  and  Expenses,  Office  of  Administrator 

APPROPRIATION  LANGUAGE! 

“For  an  additional  amount  for  ‘Salaries  and  expenses,  Office  of  Administra- 
tor’, including  expenses  of  carrying  out  the  provisions  of  the  Act  of  August  25, 
1958  (72  Stat.  838),  $73,600.” 

GENERAL  STATEMENT 

“This  proposed  supplemental  appropriation  includes  $13,600  for  the  cost 
of  pay  increases  pursuant  to  Public  Law  85-462,  and  $60,000  for  the  cost  of 
allowances  and  office  facilities  for  former  Presidents  and  pensions  for  widows 
of  former  Presidents  under  Public  Law  85-745. 

“On  September  19,  1958,  this  appropriation  was  apportioned,  pursuant  to 
section  3679  of  the  Revised  Statutes,  as  amended  (31  U.S.C,  665),  on  a basis 
whichr  indicated  a necessity  for  a supplemental  estimate.  This  action  was  re- 
ported to  the  Congress  by  the  Director  of  the  Bureau  of  the  Budget  on  that 
date.”  ( Quoted  from  H.  Doc.  58. ) 
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JUSTIFICATION 


( 1 ) Cost  of  salary  increases  {classified  employment) , $13,600 


The  Federal  Employees  Salary  Increase  Act  of  1958  was  approved  June  20, 
1958,  too  late  to  be  reflected  in  the  annual  appropriation  for  1959.  The  in- 
creased cost  during  1959  due  to  that  act  consists  of  $12,770  for  payroll  costs  and 
$830  for  payments  to  the  retirement  fund. 

(2)  Allowances  and  office  facilities  for  former  Presidents,  $60,000 

Ihiblic  Law  85-745,  approved  August  25,  1958,  authorized  allowances,  oflice 
staff,  office  space  furnished  and  equipi>ed,  and  mailing  privileges  for  former 
I*residents  and  i>ensions  for  widows  of  former  Presidents.  The  Independent 
OflTices  Api)ropriation  Act,  1959  included  $100,000  toward  meeting  this  expense 
under  the  head  “Salaries  and  Expenses,  Ofifice  of  Administrator,”  GSA.  This 
amount  was  inserted  by  the  Congress  just  before  the  act  was  passed  without 
benefit  of  detailed  estimates  from  GSA. 

Now  that  arrangements  as  to  staff,  quarters,  furnishings  and  other  details 
have  been  concluded,  it  is  estimated  that  costs  will  be  $160,000  for  the  period 
August  25,  1958,  to  June  30,  1959.  The  100,000  available  will  be  exhausted 
about  the  end  of  March  1959.  This  supplemental  covers  the  $60,000  required 
for  expenses  during  the  remainder  of  the  year.  It  is  important  that  funds  be 
made  available  as  soon  as  possible  to  avoid  delay  in  making  regular  monthly 
payments  of  allowances,  pensions,  salaries,  and  rent. 

The  cost  during  about  10  months  of  1959  is  estimated  to  be  as  follows : 


(a)  Allowances  and  pensions  : 

Allowances,  2 former  Presidents,  at  $25,000  per 


year $42,  500 

Pensions,  2 widows  of  former  Presidents,  at 

$10,000 17, 000 

Subtotal ^ 

(6)  Office  staff  and  facilities  : 

Salaries  of  office  staff 74,  000 

Retirement  and  FICA  costs 4,  800 

Rent  of  office  space 13,  000 

Equipment 7,  000 

Postage  fees 1,  700 

Subtotal 


$59,500 


100,  500 


Total  estimated  cost 160,  000 

Less  appropriation  provided  in  annual  lOA  Act 100,  000 


Supplemental  appropriation  required. 


60,000 


ALLOWANCES  AND  OFFICE  FACILITIES  FOR  FORMER  PRESIDENTS 

Mr.  Thomas.  You  have  an  allowance  for  office  facilities  for  former 
Presidents,  $60,000. 

Let  me  read  that  law,  or  paraphrase  it,  which  says,  in  effect,  it  au- 
thorizes an  allowance  for  office  staff,  office  space,  furnished,  mailing 
privileges,  and  so  on. 

The  Independent  Offices  Act  last  year  included  $100,000  for  meet- 
ing this  expense,  which  amount  was  inserted  by  the  Congress  just  be- 
fore the  act  passed. 

What  it  all  comes  down  to  is  that  $100,000  is  not  enough  and  you 
need  $160,000 ; is  that  right  ? 

Mr.  Medley.  Yes. 

Mr.  Floete.  $60,000  additional. 

Mr.  Thomas.  The  total  should  be  $160,000.  How  you  are  seeking 
the  $60,000  additional  ? 

Mr.  Floete.  That  is  correct. 

Mr.  Thomas.  You  have  two  widows  of  two  Presidents  now?  That 
is  how  much  ? 
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Mr.  Floete.  $20,000  for  the  full  year,  and  $17,000  for  the  part  of 
the  year  since  August  28, 1958. 

Mr.  Thomas.  What  about  your  two  former  Presidents  and  their 
allowances?  How  do  you  break  down  the  allowances  for  the  two 
Presidents  ? You  have  it  set  up  here  as  $42,500  ? 

Mr.  Floete.  That  is  equally  between  them. 

Mr.  Thomas.  The  two  come  to  $42,500  ? 

Mr.  Floete.  Yes. 

Mr.  Thomas.  How  do  you  break  down  office  staff  facilities  ? You 
have  $74,000,  salaries  of  office  staff. 

Mr.  Medley.  All  of  these  figures  are  on  a 10-month  basis.  A brief 
resume  where  we  stand  is  as  follows : 

Out  of  $100,000  appropriated  at  the  end  of  February  we  will  have 
obligated  approximately  $89,590,  leaving  a balance  of  some  $10,000. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Thomas.  Please  supply  that  information  for  the  record. 

Did  both  of  them  indicate  they  would  accept  their  pension  money  ? 

Mr.  Medley.  They  are  both  receiving  their  pension  money. 

( The  material  requested  follows : ) 


Allowances  and  office  facilities  for  former  presidents 


Obligations 

Actual, 
Aug.  25,  1958- 
Jan.  31.  1959 

Estimated 

Aug.  25,  1958- 
Feb.  28,  1959 

Aug.  25,  1958- 
June  30,  1959 

Allowances  and  pensions  (transferred  to  Treasury) ; 

Mr.  Hoover  _ _ 

$10,819 
10,  819 
4,  327 
4,  327 

$12, 902 
12,  902 
5,160 
5, 160 

$21, 250 
21, 250 
8, 500 
8,500 

Mr.  Trimian 

A/Tr.<5.  Wilson 

Mrs.  Roosevelt 

Office  staff- 

Mr.  Hoover 

30.  292 

36, 124 

59, 500 

17,  910 
16,  825 
6, 550 

3,812 

452 

0 

0 

0 

21,528 
19,  868 
7,800 

3, 812 
452 

0 

0 

0 

37,280 
33. 100 
13, 120 

5. 000 

2.000 

900 

800 

8,300 

Mr.  Truman 

Offiee  spaee;  Mr.  Hoover 

Office  equipment: 

Mr.  Hoover. 

Mr.  Truman.  - 

Postage  fees: 

Mr.  Hoover  _ 

Mr.  Truman 

Contineencies.  

Total  

45, 549 

53,  460 

100, 500 

Grand  total 

75,  841 

89,584 

160,000 

Mr.  Thomas.  You  do  not  know  whether  they  are  cashing  their 
checks  or  returning  them  to  the  Treasury  ? 

Mr.  Floete.  Mr.  Hoover  is  accepting  the  money,  but  is  turning  over 
to  charity  the  net  amount  after  taxes. 

Mr.  Thomas.  You  mean  he  is  paying  taxes  on  it  ? 

Mr.  Floete.  Yes,  sir.  I think  that  was  a ruling  out  of  the  Treasury 
Department,  Internal  Revenue. 

Mr.  Thomas.  They  are  making  them  pay  taxes  on  it  ? 

Mr.  Floete.  Yes,  sir. 

Mr.  Thomas.  Any  further  questions,  gentlemen  ? 
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OFFICE  FURNITURE  FOR  OTHER  AGENCIES 

Mr.  Rooney.  I should  like  to  inquire  with  regard  to  a matter  that 
has  come  up  in  the  Subcommittee  on  Appropriations  for  the  Depart- 
ments of  State  and  Justice,  the  judiciary,  and  related  agencies. 

h'or  instance,  with  regard  to  the  Federal  judiciary,  we  found  that 
a numbei-  of  services  they  have  previously  enjoyed,  and  which  were 
ap])ropi-iated  to  GSA  through  the  instant  bill — through  the  GSA 
bill — are  this  year  presented  for  payment  to  the  State  and  Justice 
subcommittee. 

I )o  you  have  the  figures  with  regard  to  this  ? 

Uv.  F eoete.  Are  you  referring  to  furniture  or  real  property  or 
construction  ? 

Mr.  IlooNEY.  Everything ; furniture,  office  space,  and  so  forth. 

Mr.  Medley.  Mr.  Rooney,  the  only  item  for  which  there  was  any 
change  was  on  the  matter  of  office  furniture.  The  current  situation 
is  somewhat  confused.  In  the  District  of  Columbia,  agencies  are  re- 
quired to  pay  for  their  own  furniture  in  both  Government-owned  and 
leased  space. 

Outside  of  the  District  of  Columbia,  the  agencies  budget  for  their 
own  furniture  in  leased  space,  but  in  Government-owned  space  GSA 
was  paying  for  the  furniture. 

The  Budget  Bureau  consulted  with  us  and  advanced  the  proposition 
that  it  would  be  more  logical  if  we  went  that  extra  step  insofar  as 
financing  furniture  in  Government-owned  space  outside  of  the  Dis- 
trict of  Columbia  was  concerned.  To  make  it  uniform,  it  was  so  de- 
cided by  the  Bureau  of  the  Budget,  and  GSA  so  notified  the  agencies 
of  the  Budget  Bureau’s  request  that  henceforth  they  would  budget  for 
their  furniture  requirements  in  Government- owned  space  outside  of 
the  District  of  Columbia  as  well  as  inside. 

Mr.  Rooney.  Did  you  inform  the  agencies  to  which  I directed  your 
attention  as  to  the  amounts  carried  in  your  budget  for  that? 

Mr.  Medley.  There  were  consultations  with  some  agencies,  I be- 
lieve, by  the  Public  Buildings  Service,  but  I cannot  answer  your 
question  categorically. 

Mr.  Rooney.  Do  you  have  the  figures  ? 

Mr.  Medley.  In  total  the  GSA  estimate  was  decreased  some 
$450,000. 

Mr.  Rooney.  Why  we  had  one  branch  that  wanted  more  than  that 
to  carry  on  in  1960. 

When  you  say  $450,000,  to  what  agency  does  that  apply  ? 

Mr.  Medley.  It  applies  to  all  agencies  except  GSA.  I do  not  have 
those  details  with  me,  Mr.  Rooney. 

Mr.  Rooney.  Does  that  apply  to  all  of  these  ? 

Mr.  Medley.  Yes. 

Mr.  Rooney.  All  the  way  across  the  Government  ? 

Mr.  Medley.  It  was  the  same  amount  that  GSA  budgeted  in  1959 
for  other  agencies  in  Government  for  furniture  in  Government-owned 
space  outside  of  the  District  of  Columbia. 

Mr.  Rooney.  Did  you  deduct  that  amount  from  your  1960  budget  ? 

Mr.  Medley.  Yes,  sir. 

Mr.  Rooney.  F or  GSA  ? 

Mr.  Medley.  Yes,  sir. 

Mr.  Rooney.  Exactly  that  amount  ? 

Mr.  Medley.  Yes,  sir. 
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Mr.  Rooney.  Do  you  have  a breakdown  of  that  amount  ? 

Mr.  Medley.  Not  with  me ; no,  sir. 

Mr.  Rooney.  Will  you  please  submit  for  this  record  a breakdown  of 
that  $450,000  figure  which  will  indicate  the  amounts,  agency  by 
agency  ? 

Mr.  Medley.  W e will  do  our  best ; yes,  sir. 

(The  following  material  was  furnished  for  the  record :) 

Statement  With  Respect  to  Furnituke  and  Furnishings  Purchases 

During  the  past  several  years  executive  policy  with  respect  to  financing  furni- 
ture and  furnishings  required  by  Federal  agencies  has  been  inconsistent.  For 
buildings  located  in  the  District  of  Columbia,  each  agency  budgeted  for  aU  of 
its  own  furniture  requirements.  For  buildings  located  outside  the  District  of 
Columbia,  the  respective  agencies  budgeted  only  for  furniture  requirements  in 
leased  space.  Within  limited  funds  available  to  it,  GSA  provided  without 
cost  to  the  agencies  minimum  furniture  requirements  in  Government-owned 
space  outside  the  District  of  Columbia. 

The  new  policy  announced  last  fall  to  be  effective  beginning  with  fiscal  year 
1960,  removed  this  inconsistency.  It  has  the  effect  of  requiring  each  agency  to 
budget  for  its  total  furniture  requirements  whether  in  or  outside  the  District 
of  Columbia  and  in  both  leased  and  Government-owned  buildings. 

Because  of  limited  availability  of  funds,  GSA  has  not  been  able  to  satisfy  all 
needs  of  the  agencies  and  has  met  only  the  most  critical  needs  of  agencies  in 
Government-owned  space  outside  the  District  of  Columbia.  Purchases  are 
closely  regulated  and  funds  are  released  only  on  a case-by-case  basis  as  critical 
needs  arise.  Accordingly,  the  amount  available  in  1959  for  this  purpose  has 
not  been  budgeted  in  advance  by  agency. 

There  follows  a summary  of  purchases  from  1955  through  1958,  and  budgeted 
provisions  fop  1959  and  1960.  Data  reflect  total  GSA  purchases  for  regular 
operations  segregated  where  available  between  its  own  internal  requirements 
and  those  provided  for  other  agencies.  Purchases  of  furniture  for  initially 
equipping  newly  constructed  buildings  is  excluded  from  consideration  here. 


1955 

1956 

1957 

1958 

1959 

1960 

GSA’s  internal  needs.  . 

(0 

(9 

$60, 132 

$131, 295 

$100, 000 

$100,  000 

Cafeteria  equipment.  ...  . . 

(9 

(9 

100, 000 

300, 000 

150, 000 

150, 000 

Other  agencies  . ...  . ... 

(9 

(9 

498, 866 

861, 453 

450, 000 

Total.  ... ...  ...  . 

$245,  706 

$466,  268 

659,  998 

1,  292,  748 

700, 000 

250, 000 

1 Breakdown  not  available. 


Purchases  in  1958  exceeded  the  average  annual  level  because  of  ( 1 ) a buildup  of 
critical  requirements  unfilled  from  prior  years  and  (2)  circumstances  which 
enabled  us  to  reprogram  other  operations  financed  from  the  same  appropriation. 
Cost  of  purchases  of  furniture  in  1958  for  other  agencies  by  agency  follows ; 


Agriculture  Department : $47,  336 

Civil  Service  Commission 20,  348 

Commerce  Department . 14,  879 

Congressional 14,  632 

Defense  Department 20,  410 

Federal  courts 294,  581 

Federal  Mediation  and  Conciliation  Service 2,  540 

General  Accounting  Office 10,  526 

Health,  Education,  and  Welfare  Department 15,  725 

Housing  and  Home  Finance  Agency 887 

Interior  Department 11,  731 

Justice  Department 87,  203 

Labor  Department 4,  075 

Post  Oflice  Department 45,  068 

Selective  Service  System 390 

Small  Business  Administration 1,  527 

Treasury  Department 269,  595 


Total 861,453 
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Mr.  K(  )ONEY.  The  taxpayer  is  not  saving  any  money  by  this  abra- 
cadabra, is  he? 

Mr.  Mp:dley.  I cannot  answer  that  question,  Mr.  Kooney,  although 
I do  think  that  there  is  some  merit  in  this  method  because  then  it  gets 
all  of  the  furniture  requirements  in  each  agency’s  budget,  rather  than 
liaving  a ])ai*t  of  them  in  their  budget  and 

Mr.  Rooney.  If  your  budget  goes  up,  where  does  the  taxpayer  save 
any  money  ? 

Mr.  Medley.  Our  budget  for  furniture  is  coming  down,  sir,  to  the 
extent  of  $450,000. 

Mr.  Rooney.  What  is  your  1960  request  in  this  regard  ? 

Mr.  Medley.  $2,191,300  as  compared  to  $2,641,300  in  1959. 

Mr.  Rooney.  Is  that  exactly  the  difference  between  those  two  fig- 
ures to  which  we  just  referred,  $450,000  ? 

Mr.  Medley.  Yes,  sir. 

Mr.  Rooney.  This  gets  more  interesting. 

That  is  all. 

Mr.  Thomas.  Mr.  Boland  ? 

Mr.  Boland.  No  questions. 

THE  administration  OF  GENERAL  SERVICES 

Mr.  Thomas.  Mr.  Jensen? 

Mr.  Jensen.  Mr.  Chairman,  I think  that  I should  not  let  this  op- 
portunity pass  without  saying  that  this  is  the  first  time  I have  had  the 
privilege  and  the  pleasure  of  sitting  across  the  table,  in  committee, 
with  my  good  friend,  Mr.  Floete. 

Mr.  Floete  came  to  this  job  from  Iowa.  He  is  what  we  call  out 
there  a hard-headed  businessman  and  he  was  a banker,  you  know. 

Mr.  Thomas.  He  was  ? 

Mr.  Jensen.  Yes. 

Mr.  Floete.  I have  lived  that  down  long  ago. 

Mr.  Thomas.  We  worked  with  him  a pretty  long  time  and  have 
worked  cheerfully. 

Mr.  Jensen.  He  had  the  reputation,  I understand,  of  being  a pretty 
conservative  banker.  He  watched  the  depositors’  pennies  pretty  care- 
fully and  I think  he  is  carrying  on  here  to  a very  great  degree  along 
that  same  line. 

I can  only  say  that  I am  glad  he  is  on  the  job  and  I know  he  is  doing 
a good  job. 

It  is  a pleasure,  Mr.  Floete,  to  be  with  you  today. 

Mr.  Thomas.  W e like  him,  too. 

Mr.  Floete.  That  is  very  nice  except  that  I was  a banker  so  many 
years  ago  that  I have  lost  all  of  the  attributes. 

COMPARISON;  WITH  VA  STORES  OPERATIONS 

Mr.  Jonas.  I have  one  brief  statement. 

Mr.  Floete,  the  Veterans’  Administration  people  were  before  the 
Independent  Offices  Subcommittee  a few  weeks  ago  and  you  people 
will  be  before  that  subcommittee  soon.  Between  now  and  then  I 
thought  you  ought  to  know  what  the  VA  people  said  about  the  com- 
parison between  your  costs  in  store  operations  and  theirs. 

They  say  they  are  at  least  2 percentage  points  under  GSA  in  costs. 
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Mr.  Floete.  Costs  of  products  or  operation  ? 

Mr.  Jonas.  Operations. 

I am  sorry  Mr.  Bean  is  not  here  but  you  might  take  that  word  to 
him  because  if  he  comes  before  the  subcommittee  when  you  people  are 
there,  we  will  probably  want  to  ask  him  some  questions  about  that. 

Mr.  Floete.  Thank  you. 

Mr.  Thomas.  Thank  you,  gentlemen. 

Come  back  to  see  us  again. 

Wednesday,  February  25,  1959. 
DEPAETMENT  OF  DEFENSE 

WITNESSES 

J.  A.  WYLIE,  DIRECTOR,  BUDGET  AND  FINANCE,  ADMINISTRATIVE 
SERVICES  DIVISION,  OSD 

CAPT.  J.  S.  BARLEON,  JR.,  DIRECTOR,  PLANS  DIVISION,  BUREAU  OF 
NAVAL  PERSONNEL,  DEPARTMENT  OF  THE  NAVY 
LEROY  J.  SPENCE,  MILITARY  PERSONNEL  OFFICER,  OFFICE  OF 
DIRECTOR  OF  PERSONNEL  PLANNING,  DEPARTMENT  OF  THE 
AIR  FORCE 

CARROLL  W.  AUSTIN,  BUDGET  OFFICER,  BUDGET  AND  FINANCE 
BRANCH,  ADMINISTRATIVE  SERVICES  DIVISION,  OSD 

Retiked  Pay 


Program  and  financing 


1959,  pres- 
ently avail- 
able 

1959,  revised 
estimate 

1959,  increase 

Program  by  activities: 

1.  Nondisability  

$363,  535,  000 
25, 340, 000 
196,  500, 000 
52,  725,  000 
1,  900,  000 

$366, 960,  000 
25, 415,  000 
197, 225,  000 
53,  500,  000 
1,  900,  000 

$3, 425, 000 
75,000 
725, 000 
775,  000 

2.  Temporary  disability 

3.  Permanent  disability 

4.  Fleet  reserve.  

5.  Survivors’  benefits 

Total  obligations . . 

640,  000,  000 
640,  000,  000 

645, 000,  000 
645,  000,  000 

5. 000.  000 

5. 000,  000 

Financing:  Appropriation  (new  obligational  authority) 

Object  classification 


1959,  pres- 
ently avail- 
able 

1959,  revised 
estimate 

1959, increase 

12  Pensions,  annuities,  and  insurance  claims 

$640, 000, 000 

$645, 000, 000 

$5, 000,  GOO 

Mr.  Thomas.  Gentlemen,  will  the  committee  please  come  to  order? 
We  have  with  us  this  morning  the  Department  of  Defense  and  we 
are  delighted  to  have  some  of  our  friends  of  many  years’  standing 
with  us  again. 
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For  instance,  we  liave  our  distinguished  friend,  Mr.  Wylie,  Direc- 
tor, Budget  and  Finance,  Administrative  Services  Division,  OSD; 
('apt.  J.  S.  Barleon,  Jr.,  Director,  Plans  Division,  Bureau  of  Naval 
Pcn-sonnel,  Department  of  the  Navy;  Leroy  J.  Spence,  Military  Per- 
sonnel Oilic^er,  Office  of  Director  of  Personnel  Planning,  Department 
of  (lie  Ail-  Force;  and  Carroll  W.  Austin,  Budget  Officer,  Budget  and 
Finance  Branch,  Administrative  Services  Division,  OSD. 

Mr.  Wylie,  do  you  have  a statement  for  us? 

Mr.  Wylie.  Yes,  sir;  I do.  Would  you  like  for  me  to  read  it? 

Mr.  Thomas.  Go  ahead,  Mr.  Wylie. 

GENERAL  STATEMENT 

Mr.  WimiE.  Mr.  Chairman  and  members  of  the  committee,  I appre- 
ciate this  opportunity  to  appear  before  you  today  to  present  this 
brief  statement  regarding  the  additional  requirement  for  fiscal  year 
1959  for  the  appropriation  “Ketired  pay.  Department  of  Defense.” 
This  appropriation  provides  for  (1)  the  pay  of  retired  military  per- 
sonnel on  the  retired  lists  of  the  Army,  Navy,  Marine  Corps  and 
Air  Force,  (2)  the  retainer  pay  of  members  of  the  Navy  and  Marine 
Coi-ps  Fleet  Reserves,  and  (3)  payments  to  eligible  survivors  pur- 
suant to  the  Uniformed  Services  Contingency  Option  Act  of  1953. 
These  payments  are  mandatory  under  the  law,  and  any  funds  not 
required  for  such  purposes  revert  to  the  Treasury.  No  provision  is 
made  in  the  estimates  for  this  appropriation  for  any  of  the  expenses 
in  connection  with  the  administration  of  the  program. 

For  the  fiscal  year  1959,  the  Department  of  Defense  initially 
requested  $600  million  for  retired  pay.  That  estimate  provided  for 
an  anticipated  yearend  strength  of  231,035  annuitants  with  an  aver- 
age of  approximately  223,680  for  the  year.  The  estimate  was  a 
mathematical  computation  of  the  existing  rates  applied  to  the  pro- 
jected number  of  annuitants  expected  to  be  carried  on  the  retired  lists 
during  fiscal  year  1959.  This  original  estimate  was  approved  by 
Congress  after  an  amendment  to  add  $40  million  to  cover  the  increased 
pay  authorized  by  Public  Law  85-422,  approved  May  20,  1958. 

Last  June,  based  on  recent  experience  of  accessions  to  the  retired 
rolls  and  a further  anticipated  reduction  of  the  active  forces  which 
would  affect  the  retired  rolls,  a supplemental  request  of  $18  million 
was  submitted  for  fiscal  year  1959.  At  that  time  it  was  estimated 
that  there  would  be  approximately  236,790  annuitants  on  the  retired 
rolls  by  June  30,  1959,  or  5,755  accessions  over  the  number  that  had 
been  anticipated  in  the  Presidpt’s  budget  for  fiscal  year  1959.  The 
House  Committee  on  Appropriations  deleted  the  $18  million  supple- 
mental and  based  its  action  on  the  fact  that  if  the  House  action  in 
maintaining  military  strengths  at  higher  levels  than  those  in  the 
President’s  budget  request  for  fiscal  year  1959  prevailed  the  amount 
of  $18  million  may  not  be  required  for  retired  pay. 

The  higher  force  levels  maintained  during  fiscal  year  1959  have 
resulted  in  fewer  retirements  than  were  expected  last  June  when  the 
request  for  $18  million  was  submitted.  When  the  retired  pay  esti- 
mate for  fiscal  year  1960  was  prepared  in  September  1958,  it  was  esti- 
mated that  there  would  be  approximately  233,191  annuitants  on  the 
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retired  rolls  by  June  30,  1959,  or  2,156  more  annuitants  than  were 
provided  for  in  the  appropriation  for  fiscal  year  1959.  This  addi- 
tional 2,156  annuitants,  together  with  a continued  upward  trend  in 
rates,  was  estimated  to  require  an  additional  $5  million  during  the 
current  year.  This  revised  estimate  was  again  reviewed  by  the 
Bureau  of  the  Budget  in  December  with  no  change. 

Based  on  actual  accessions  through  December  31  and  the  projected 
accessions  to  the  retired  rolls  as  currently  estimated  by  the  military 
departments  for  the  balance  of  fiscal  year  1959,  there  is  a possibility 
that  the  numbers  estimated  will  be  on  the  rolls  by  J une  30.  However, 
of  the  total  13,895  nondisability  retirements  estimated  to  reach  the 
retired  rolls  this  year,  5,240  were  on  the  rolls  December  31,  leaving 
a balance  of  8,655  to  be  placed  on  the  rolls  by  J une  30. 

Mr.  Thomas.  It  looks  like  we  might  miss  our  estimates  there  by 
virtue  of  fewer  retirements  than  anticipated  ? 

Mr.  Wylie.  That  is  right. 

Mr.  Thomas.  You  cannot  guess  at  these  things  with  any  mathe- 
matical accuracy.  Go  ahead. 

Mr.  Wylie.  This  delay  is  attributable  in  most  part  to  the  Lebanon 
and  Quemoy  actions  in  the  early  part  of  this  fiscal  year.  Accordingly, 
while  it  now  appears  that  all  of  the  $5  million  requested  may  not  be 
required,  it  is  recommended  that  the  supplemental  as  requested  be 
approved  since  any  unobligated  balance  in  this  appropriation  reverts 
to  the  Treasury  at  the  end  of  the  fiscal  year. 

Mr.  Thomas.  Mr.  Wylie,  that  is  a good,  honest,  fair  statement. 

Mr.  Wylie.  I felt  that  I had  to  do  that. 

Mr.  Thomas.  You  always  do  that. 

The  best  that  you  can  do  is  to  make  your  estimates  and  you  can- 
not tell  about  the  contingencies.  You  are  not  responsible  for  them 
and  if  we  put  a little  money  in  there,  it  will  not  do  any  harm  and 
if  we  do  not  put  any  in,  it  will  not  do  any  harm. 

It  might  be  best  to  recommend  to  the  committee  to  give  you  a few 
dollars  in  there. 

Who  is  going  to  get  this  money  ? 

What  is  the  distinction,  right  quick,  between  who  goes  on  the  De- 
partment of  Defense  retired  list  and  the  old  Veterans’  list?  Spell 
it  out  right  quick,  in  about  a minute. 

Mr.  Wylie.  I have  Mr.  Spence  here  who  is  thoroughly  familiar 
with  all  of  the  laws  and  options. 

Mr.  Thomas.  Summarize  them. 

Mr.  Spence.  The  Veterans  Administration  is  today  paying  dis- 
ability compensation  to  individuals  who  have  incurred  physical  dis- 
abilities as  a result  of  their  service.  The  military  services,  on  the 
other  hand,  are  paying  retired  pay  to  people  who  are  retired,  based 
upon  length  of  service  or  service-incurred  physical  disabilities.  That, 
in  essence,  is  the  distinction  between  whom  the  Veterans’  Administra- 
tion is  paying  and  the  services. 

Mr.  Thomas.  Your  last  statement  is  a little  bit  confusing. 
Straighten  that  one  out  because  if  you  take  that,  let  us  say,  during 
the  period  of  hostilities,  your  distinction  as  made  is  one  of  between 
peacetime  and  a period  of  hostilities. 

Will  you  clarify  that  ? 
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Take  a chap  who  goes  into  service,  who  is  drafted,  and  then  he^ 
suffers  a physical  disability.  He  is  discharged  from  your  rolls 
and  iMit  on  the  Veterans’  rolls  and  then  he  is  compensated  for  his 
disabil ity  by  the  Veterans’  not  by  the  armed  services. 

Mr.  Spence.  Prior  to  1949,  that  was  a correct  statement  of  the  situa- 
tion. Since  1949,  Congress  provided  physical-disability  retirement 
for  all  personnel,  officers  and  enlisted,  short  term  as  well  as  long  term, 
provided  their  disability  was  related  to  their  service.  However,  as 
a practical  matter,  there  is  a dual  system  of  benefits  existing  which 
individuals  may  elect  between,  depending  upon  which  is  to  their 
financial  advantage. 

For  example,  an  individual  in  the  lower  airmen  or  enlisted  ranks 
may  be  retired  by  the  Army  or  the  Navy  or  the  Air  Force  for  physical 
disability.  His  disability-retirement  pay  is  computed  under  a retired- 
pay  formula  which  might  be  less  than  the  compensation  which  he 
could  receive  under  the  disability  compensation  schedules  which  are 
devised  and  administered  by  the  Veterans’  Administration. 

Mr.  Thomas.  He  can  elect  between  the  two  systems  and  that  started 
with  the  Korean  war  ? 

Mr.  Spence.  That  is  right. 

Mr.  Thomas.  Mr.  Jonas? 

Mr.  Jonas.  I think  the  record  ought  to  show  the  extent  of  the 
obligations. 

Mr.  Thomas.  We  will  put  pages  1 and  3 in  the  record  here. 

(The  material  follows:) 

While  obligations  for  retired  pay  during  the  first  6 months  of  this  fiscal  year 
were  $312,582,553,  it  is  estimated  that  with  the  planned  additions  to  the  retired 
rolls  during  the  last  6 months  of  this  fiscal  year  obligations  will  total  in  excess 
of  the  $640  million,  now  available. 

Explanation  of  Supplemental  Estimate  for  Fiscal  Year  1959 

This  appropriation  provides  for  (1)  the  pay  of  retired  military  personnel 
on  the  retired  lists  of  the  Army,  Navy,  Marine  Corps,  and  Air  Force;  (2)  the 
retainer  pay  of  members  of  the  Navy  and  Marine  Corps  Fleet  Reserves;  and 
(3)  payments  to  eligible  survivors.  Payments  for  such  purposes  are  mandatory 
under  the  law,  and  any  funds  not  required  for  these  purposes  revert  to  the 
Treasury.  No  provision  is  made  in  the  “Retired  pay”  appropriation  for  any  of 
the  expenses  in  connection  with  the  administration  of  the  program. 

When  the  President’s  budget  for  fiscal  year  1959  was  prepared  over  a year 
ago,  the  Department  of  Defense  estimated  that  231,035  annuitants  would  be 
receiving  payments  from  the  “Retired  pay”  appropriation  by  June  30,  1959. 
The  Department’s  estimate  of  $600  million  for  retired  pay  for  fiscal  year  1959 
was  approved  by  Congress  after  amendment  to  add  $40  million  to  cover  the 
increased  pay  authorized  by  Public  Law  85-422,  approved  May  20,  1958.  That 
estimate  was  a mathematical  computation  of  the  existing  rates  applied  to  the 
projected  number  of  annuitants  expected  to  be  carried  on  the  retired  rolls 
during  fiscal  year  1959. 

However,  since  that  earlier  projection  was  made  there  has  been  a higher 
upward  trend  in  both  numbers  of  retired  persons  and  their  cost  than  expected 
a year  ago.  It  is  now  estimated  that  approximately  233,191  annuitants  will 
be  on  the  retired  rolls  on  June  30,  1959,  compared  with  the  earlier  estimate  of 
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231,035.  This  additional  2,156  annuitants,  together  with  the  continued  upward 
trend  in  rates,  are  expected  to  require  an  additional  $5  million  during  the  current 
fiscal  year.  The  revised  estimate,  based  on  the  actual  and  projected  accessions 
to  the  retired  rolls  for  the  balance  of  fiscal  year  1959,  will  provide  for  an  average 
strength  of  224,142  annuitants  for  a total  cost  of  $645  million. 

Mr.  Thomas.  Thank  you,  sir. 

What  other  item  do  you  have  here  ? 

Mr.  Wyuie.  That  is  all  I have,  sir. 

Mr.  Thomas.  Thank  you,  and  it  is  nice  to  see  you.  Good  luck  to 
jou.  

Wednesday,  February  25,  1959. 
DEPAKTMENT  OF  THE  ARMY 

WITNESSES 

OPERATION  AND  MAINTENANCE,  ARMY 

SERMAN  T.  LaCROSSE,  DEPUTY  DIRECTOR  OF  ARMY  BUDGET 
MAJ.  GEN.  C.  R.  HUTCHISON,  ASSISTANT  DIRECTOR  OF  ARMY 
BUDGET 

COL.  C.  W.  CLAPSADDLE,  OFFICE,  DIRECTOR  OF  ARMY  BUDGET 

MILITARY  PERSONNEL,  ARMY 

BRIG.  GEN.  T.  R.  STOUGHTON,  DIRECTOR  OF  PROGRAMS,  OFFICE, 
DEPUTY  CHIEF  OF  STAFF  FOR  PERSONNEL 
COL.  F.  A.  MILDREN,  BUDGET  DIVISION,  OFFICE,  DEPUTY  CHIEF 
OF  STAFF  FOR  PERSONNEL 

COL.  C.  B.  MILLIKEN,  BUDGET  AND  ACCOUNTING  DIVISION,  OFFICE, 
CHIEF  OF  FINANCE 

COL.  J.  T.  EWELL,  OFFICE,  DIRECTOR  OF  ARMY  BUDGET 
DUDLEY  GORDON,  OFFICE,  DEPUTY  CHIEF  OF  STAFF  FOR  PER- 
SONNEL 

NATIONAL  GUARD  PERSONNEL,  ARMY 

MAJ.  GEN.  D.  W.  McGOWAN,  CHIEF,  ARMY  DIVISION,  NATIONAL 
GUARD  BUREAU 

Mr.  Thomas.  Our  next  request  covers  the  department  of  the  Army. 
Who  do  you  have  with  you  General  ? 

General  Hutchison.  Mr.  Chairman,  I have  Colonel  Mildren  of 
the  Budget  Division  Office,  Deputy  Chief  of  Staff  for  Personnel,  with 
me  for  the  Military  Personnel  Appropriation. 

I have  an  opening  statement  as  does  Colonel  Mildren,  and 
General  McGowan  from  the  National  Guard  Bureau  is  here  in  sup- 
port of  the  request  for  the  Army  National  Guard  appropriation. 

Mr.  Thomas.  It  is  nice  to  have  with  us  Major  General  Hutchison 
and  Mr.  La  Crosse,  Deputy  Director  of  Army  Budget. 

Is  Mr.  Tracy  here  ? 
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Genoral  iruTciiisoN.  No,  sir;  he  is  not  here  this  morning. 

Mr.  T iiOMAs.  Colonel  Clapsaddle ? 

General  Hutchison.  Yes,  sir. 

Mr.  Thomas.  Colonel  Milliken  of  Army  Personnel? 

Colonel  Mildren.  Yes,  sir. 

Mr.  T IIOMAS.  Colonel  Mildren  ? 

Colonel  Miudren.  Yes,  sir. 

Mr.  T HOMAs.  It  is  nice  to  have  you  aboard. 

M^ho  is  here  from  the  National  Guard  ? 

General  McGowan.  I am  representing  the  National  Guard,  Mr> 
Chairman. 

Mr.  Thomas.  He  is  one  of  the  best  salesmen  in  the  Army.  If  I 
ever  want  to  sell  something  I am  going  to  get  the  General  over  there 
on  my  side.  If  he  cannot  sell  it,  it  cannot  be  sold. 

General  Hutchison.  He  gets  a little  help  from  the  country,  too. 

Mr.  Thomas.  He  gets  the  country  on  his  side  first. 

Is  Colonel  Metcalfe  here  ? 

General  McGowan.  Colonel  Metcalfe  is  in  another  hearing. 

Mr.  Thomas.  What  about  Mr.  Stier? 

General  McGowan.  Mr.  Stier  is  in  another  hearing,  too. 

Mr.  Thomas.  It  is  nice  to  have  all  of  you  gentlemen  here. 

Proceed. 

General  Statement 

General  Hutchison.  I have  a short  opening  statement. 

Mr.  Thomas.  Let  us  have  it.  General. 

General  Hutchison.  Mr.  Chairman,  and  gentlemen  of  the  com- 
mittee, the  Department  of  the  Army  is  requesting  supplemental  ap- 
propriations for  “Military  personnel,  Army,”  “Army  National 
Guard,”  and  “Operation  and  maintenance.  Army.” 

MILITARY  personnel 

The  amounts  requested  for  “Military  personnel.  Army,”  are  re- 
quired to  cover  deficiencies  incurred  in  the  fiscal  years  1956  and 
1957. 

Those  figures  were  $7.1  and  $7.9  million,  respectively.  These  defici- 
encies occurred  because  of  increased  costs  and  by  reason  of  the  inherent 
difficulty  in  estimating  some  18  months  in  advance  the  precise  amount 
of  our  obligational  requirements.  This  is  especially  true  in  this  ac- 
count where  there  are  numerous  possible  variations  in  the  many 
facets  of  pay  entitlements.  However,  through  the  utilization  of  a 
number  of  experience  factors,  we  have  been  able  to  estimate  these 
costs  within  about  two-tentsh  of  1 percent  of  actual  obligations  which 
aggregated  about  $3.6  billion  each  year. 

Colonel  Mildren,  Office  of  the  Deputy  Chief  of  Staff  for  Personnel, 
is  present  and  will  cover  these  requirements  in  greater  detail. 

ARMY  NATIONAL  GUARD 

For  Army  National  Guard,  we  are  requesting  $3,065,000  to  cover 
the  balance  of  the  fiscal  year  1958  civilian  and  military  pay  increases, 
which  total  $4,065,000,  and  were  authorized  last  year  by  Public  Laws 
85-422  and  85-462.  Wbile  $1  million  was  made  available  to  us,  we 
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subsequently  found  that  we  could  not  absorb  the  remaining  cost  of 
this  unbudgeted  item.  The  National  Guard  Program  Director,  Major 
General  McGowan  is  present  and  will  give  you  a more  detailed  state- 
ment concerning  this  requirement. 

OPERATION  AND  MAINTENANCE 

For  the  “Operation  and  maintenance,  Army,”  appropriation,  we 
are  requesting  $42.4  million.  Of  this  total,  $17.4  million  is  to  cover 
the  deficiency  arising  from  the  pay  raise  for  classified  civilian  em- 
ployees provided  by  Public  Law  85-462.  The  remaining  $25  million 
is  to  offset  the  extraordinary  costs  incurred  by  this  appropriation 
during  the  emergency  operations  in  the  Middle  East  in  the  first 
quarter  of  this  fiscal  year. 

I will  now  briefly  discuss  each  of  these  two  O.  & M.  items. 

Public  Law  85-A62  placed  an  unbudgeted  requirement  of  $75.4 
million  on  the  Army’s  “Operation  and  maintenance”  appropriation 
for  fiscal  year  1959.  This  requirement  was  carefully  computed  by 
applying  the  10  percent  pay  raise  to  the  number  of  eligible  civilian 
employees  by  grade,  and  including  the  corresponding  increase  in  the 
Government’s  mandatory  insurance  and  retirement  contributions. 
Phased  personnel  losses  were  considered  in  these  computations. 

The  Department  of  the  Army  is  meeting  this  $75.4  million  civilian 
pay  legislation  requirement  in  consonance  with  the  Department  of 
Defense  financial  plan  for  fiscal  year  1959.  This  plan  provides  that 
$58  million  will  be  financed  within  funds  currenty  appropriated  and 
that  the  remaining  $17.4  million  will  be  considered  in  deficiency  status. 
The  remaining  $25  million  of  this  supplemental  request  for  $42.4  mil- 
lion is  based  on  requirements  emanating  from  the  crisis  in  the  Mideast 
in  the  summer  of  1958. 

On  July  15,  1958,  the  Joint  Chiefs  of  Staff  directed  the  Army  to 
prepare  and  land  a task  force  of  sufficient  size  to  serve  as  a “show  of 
force”  in  the  Middle  East.  The  task  force  was,  of  course,  to  be  pre- 
pared to  enter  into  and  support  combat  operations  for  a limited  period 
if  the  situation  deteriorated  to  that  extent. 

The  $25  million  requested  in  this  estimate  is  based  on  the  net 
unbudgeted  costs  incurred  in  preparing  this  task  force,  supporting 
the  forces  actually  dispatched  to  Lebanon,  and  on  supply  recovery 
amd  troop  return  actions  on  the  withdrawal  from  Lebanon.  At  the 
time,  it  had  to  be  assumed  that  this  operation  could  well  have  been 
the  outbreak  of  a shooting  war.  Therefore,  the  Army  spared  no 
effort  in  carrying  out  its  mission  as  efficiently  and  as  expeditiously 
as  possible.  Some  of  the  more  normal  management  controls  over 
such  things  as  paid  overtime  for  civilian  personnel,  temporary  duty 
travel,  and  similar  requirements  for  funds  were  sacrificed  in  view  of 
the  apparent  urgency  of  the  situation. 

I will  turn  now  to  the  three  operation  and  maintenance  budget 
programs  involved  in  this  request. 

BUDGET  PROGRAM  2000 “TACTICAL  FORCES,”  $4,800,000 

With  regard  to  the  $4,800,000  requested  for  this  program  it  should 
be  noted  that  the  Army  w^as  directed  to  prepare  a task  force  for  move- 
ment to  the  Middle  East.  This  preparation  was  necessary  even 
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though  all  of  (he  task  force  was  not  moved.  The  task  force  consisted 
of  approximately  25,000  personnel  with  15,000  from  the  strategic 
Army  Corps  in  the  United  States  and  10,000  from  our  forces  in 
Germany. 

At  the  outset  of  the  emergency,  the  units  comprising  the  task  force 
had  on  hand  approximately  85  percent  of  their  authorized  supplies, 
spare  parts,  and  minor  equipment.  Approximately  $1.6  million  was 
re(iuired  to  fill  the.se  shortages  which  would  normally  not  have  been 
filled.  Another  $1.9  million  was  required  to  replace  supplies  and 
equipment  on  hand  but  not  combat  serviceable  to  the  degree  reguired 
to  initiate  an  operation  of  this  nature. 

‘‘Around  the  clock”  preparatory  actions  in  the  United  States  and 
in  USAKEUR  cost  $675,000  in  overtime  payments  of  civilian  per- 
sonnel. A further  $125,000  was  required  for  45  days  of  temporary 
duty  of  military  personnel  in  the  United  States.  Finally,  the  trans- 
portation of  approximately  1,000  military  personnel  by  commercial 
air  required  $500,000. 

BUDGET  PROGRAM  22  00 “CENTRAL  SUPPLY  ACTIVITIES,”  $13,600,000 

This  $13,600,000  is  to  cover  the  costs  of  the  major  logistics  activities 
involved  in  preparing,  transporting,  and  maintaining  the  forces  actu- 
ally sent  to  Lebanon  and  in  preparing  those  forces  which  although 
earmarked  for  Lebanon,  were  never  sent.  Additionally,  since  the 
termination  of  the  Lebanon  operations,  there  are  similar  charges 
generated  for  the  recovery  of  supplies  and  equipment  and  their  return 
to  the  appropriate  supply  agency.  These  activities  and  the  net  costs 
of  each  are  outlined  below : 

Supply  and  distribution  costs  of  stock  control,  packaging,  handling, 
processing,  and  inspecting  supplies  and  similar  supply  activities $6,  414,  000 


Military  Sea  Transportation  Service  transportation  charges 4,  436,  000 

Inland  line  haul  costs 1,  850,  000 

Port  operations 350,  000 

Other  transportation  costs 550,  000 


Total 13,600,000 


PROGRAM  25  00 “ ARMYWIDE  ACTIVITIES,”  $6,600,000 

The  principal  costs  incurred  in  this  budget  program  as  a result  of 
the  Lebanon  action  are  associated  with  the  necessity  to  obtain  ade- 
quate and  reliable  communications,  military  surveys,  and  maps.  The 
$6,600,000  requested  for  this  budget  program  is  for  the  procurement, 
fabrication,  and  supply  of  communications  and  cryptographic  equip- 
ment for  use  in  Lebanon  and  for  receiving,  transmitting,  and  relay 
equipment  at  other  stations  to  tie  into  Lebanon  communications  sys- 
tem. Stations  in  this  latter  category  were  at  Asmara  in  Eritrea, 
Ankara  in  Turkey,  and  Heidelberg.  Military  surveys  and  many  re- 
quirements are  also  included  within  this  $6.6  million. 

In  closing,  Mr.  Chairman,  you  may  well  ask  the  question:  “Can- 
not an  appropriation  of  $3  billion  absorb  an  unbudgeted  requirement 
of  $42.4  million?”  I assure  you,  sir,  that  we  have  asked  ourselves 
this  question  and  can  state  conclusively  that  we  are  currently  operat- 
ing on  a deficiency  basis  and  must  submit  this  supplemental  budget 
request. 
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Even  if  this  request  for  $42.4  million  is  approved,  this  appropria- 
tion will  absorb  unbudgeted  requirements  of  approximately  $87.4 
million  in  fiscal  year  1959.  These  requirements  stem  from  increased 
rates  of  pay  for  Wage  Board  employees,  increase  in  postal  rates,  and 
shnilar  activities. 

It  is  because  of  these  requirements  together  with  the  sizable  reduc- 
tion in  this  appropriation  between  fiscal  year  1958  and  fiscal  year  1959 
that  this  request  for  $42.4  million  is  considered  to  be  inescapable. 

Mr.  Chairman,  this  concludes  my  statement.  I will  be  pleased  tp 
answer  any  questions  you  may  have  at  this  time  on  the  request  for 
the  appropriation  “Operation  and  maintenance.  Army.”  For  the 
requests  on  behalf  of  the  “Military  personnel.  Army  and  the  Army 
National  Guard”  appropriations,  I would  suggest  deferral  of  ques- 
tions until  the  respective  opening  statements  are  made  by  Colonel 
Mildrew  and  Major  General  McGowan.  ' ' 

Mr.  Thomas.  General,  that  is  a very  nice  statement  and  we  will 
go  right  into  the  four  requests  here. 

Your  main  one  is  the  big  one  that  you  mentioned  awhile  ago.  I 
did  not  say  anything  awhile  ago  about  it,  but  we  are  delighted  to  have 
our  old  friend.  General  Moore,  here.  We  could  not  operate  without 
the  general.  He  has  been  running  a large  part  of  this  Capitol  for 
15  or  20  years. 

Nice  to  have  you  aboard. 

General  Moore.  Thank  you,  ?tlr.  Chairman. 

Mr.  Thomas.  Let  us  take  the  first  item  here. 

Military  Personnel,  1956  and  1957 


Program  and  financing 


1956  presently 
available 

1956  revised 
estimate 

Increase 

Program  by  activities: 

1.  Pay  and  allowances  of  military  personnel 

2.  All  other 

$3,  205,  715,  000 
473,  380,  000 

$3, 212,  815, 000 
473,  380,  000 

$7, 100, 000 

Total  obligations 

3,  679,  095, 000 

3,  686, 195, 000 

7, 100, 000 

Financing 

Appropriation  (adjusted) 

3, 679,  095, 000 

3,  686, 195,  000 

7, 100,  000 

Object  classification 


1956  presently 
available 

1956  revised 
estimate 

Increase 

01  Personal  services:  Military 

All  other  objects 

$3, 183,  338,  720 
495,  756,  280 

$3, 190,  438,  720 
495,  756,  280 

$7, 100, 000 

Total  obligations _ 

3,  679,  095, 000 

3,  686, 195,  000 

7, 100, 000 

37458— sa- 
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Program  and  financing 


1957  presently 
available 

1957  revised 
estimate 

Increase 

Program  by  activities: 

1.  Pay  and  allowances  of  military  personnel 

2.  All  other - 

$3,129,997,054 
464, 141, 558 

$3, 137, 897, 054 
464, 141, 558 

$7,900,000 

Total  obligations 

Financing:  Unobligated  balance  transferred  from  “Pro- 
curement and  production,  Army”  (71  Stat.  178) 

New  obllgatlonal  authority - 

New  obllgatlonal  authority: 

Appropriation 

3,  594, 138, 612 
-27, 444, 000 

3, 602, 038, 612 
-27, 444, 000 

7,900,000 

3, 566,  694,  612 

3, 574, 594, 612 

7,900,000 

3, 566, 704, 000 
-9,388 

3, 574, 604, 000 
-9,388 

7,900,000 

Transferred  to  “National  Library  of  Medicine,  Public 
Health  Service”  (70  Stat.  962) 

Appropriation  (adjusted) 

3, 566,  694,  612 

3, 574, 594, 612 

7, 900, 000 

Object  classification 


1957  presently 
available 

1957  revised 
estimate 

Increase 

01  Personal  services:  Military 

All  other  objects 

$3,  no,  997, 022 
483, 141, 590 

$3, 118, 897, 022 
483, 141, 590 

$7, 900, 000 

Total  obligations 

3, 594, 138, 612 

3, 602, 038, 612 

7, 900, 000 

This  is  a deficiency  for  “Military  personnel”  that  goes  back  to  fiscal 
year  1956,  $7.1  million. 

Is  this  a little  late  ? 

These  are  additional  funds  required  to  cover  deficiencies  due  pri- 
marily to  estimating  with  preciseness  the  costs  of  military-personnel 
benefits  which  go  way  back  to  1955. 

Can  we  not  get  along  without  this  $7.1  million? 

General  Hutchison.  No,  sir. 

Mr.  Thomas.  Has  it  not  been  turned  down  once  or  twice  before? 

General  Hutchison.  The  first  one  was  turned  down  last  year,  sir. 

Mr.  Thomas.  I see  that  we  are  going  to  have  to  rely  on  the  general’s 
opening  statement.  There  is  not  much  justification  in  there.  We 
will  insert  the  justification  material  at  this  point. 

(The  material  referred  to  follows :) 

Fiscal  Year  1956  Deficiency,  $7,100,000 

NARRATIVE  JUSTIFICATION 

These  additional  funds  are  required  to  cover  a deficiency  due  primarily  to 
diflBculty  in  estimating,  with  preciseness,  the  cost  of  increased  military-personnel 
compensation  and  dependency  benefits  granted  late  in  fiscal  year  1955  as  well 
as  the  continuing  problem  of  forecasting  the  number  of  enlisted  men  entitled 
to  draw  dependency  benefits. 

The  causes  and  extenuating  circumstances  surrounding  this  deficiency  are 
covered  in  detail  in  Report  No.  432,  dated  December  12,  1957,  of  “Violation  of 
section  3679  of  the  Revised  Statutes.” 
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Fiscal  Year  1957  Deficiency,  $7,900,000 

NARRATIVE  JUSTIFICATION 

The  overobligation  resulted  from  many  factors,  a number  of  which  were 
beyond  the  control  of  the  Department  of  the  Army.  During  fiscal  year  1957 
the  Department  of  the  Army  incurred  a number  of  unbudgeted  costs  in  this 
appropriation  which  were  only  partially  covered  by  the  supplemental  appropria- 
tion of  May  1957.  These  included  increased  MSTS  rates,  increased  railroad 
passenger  and  freight  rates,  increased  requirements  for  dependency  allowances, 
a new  legislation  involving  social  security  participation  for  military  personnel, 
readjustmet  pay,  and  increased  compensation  for  doctors  and  dentists. 

The  causes  and  extenuating  circumstances  surrounding  this  deficiency  are 
covered  in  detail  in  Report  No.  483,  finally  submitted  December  31,  1958,  of 
violation  of  section  3679  of  the  Revised  Statutes. 

There  were  numerous  changes  in  the  military  pay  appropriation  in  fiscal 
year  1957.  In  September  1956,  it  became  evident  that  new  legislation  would 
create  a deficit  in  this  appropriation.  Consequently,  action  was  initiated  to 
prepare  a supplemental  budget  request.  As  a result  of  subsequent  directed 
strength  reductions,  the  amount  originally  estimated  was  reduced  and  the  sup- 
plemental request  was  submitted  to  BOB  on  January  28,  1957.  On  March  1, 
1957,  the  BOB  advised  DA  that  the  need  for  additional  MPA  funds  for  fiscal 
year  1957  was  questionable  and  that  a supplemental  appropriation  for  the  bal- 
ance of  the  year  could  not  be  supported  at  that  time.  Later,  after  OSD-BOB 
discussions,  a supplemental  request  for  $27.4  million  was  authorized  to  be 
submitted.  Hearings  were  held  before  the  Senate  Appropriations  Committee 
on  May  13,  1957,  and  the  request  was  approved  on  May  20,  1957.  This  amount 
proved  insufficient  to  overcome  the  deficit  in  funding  needs,  even  though  the 
strength  reduction  was  effected  as  programed. 

While  all  the  foregoing  factors  contributed  to  this  apparent  deficit,  it  is  be- 
lieved that  there  are  two  underlying  causes  which  are  directly  responsible  for 
the  condition  of  the  account.  These  are  identified  as  the  budgetary  process 
and  the  reporting  system.  In  the  first  instance,  the  intense  effort  on  the  part 
of  everyone  concerned  to  budget  this  particular  appropriation  to  the  nth  degree 
of  perfection,  affords  no  leeway  for  inevitable  contingencies,  thus  any  degree 
or  percent  of  error,  no  matter  how  small,  can  cause  a deficit.  In  this  particu- 
lar instance,  the  margin  of  error  was  approximately  two-tenths  of  1 percent. 
Reporting  procedures  available  during  fiscal  year  1957  did  not  make  complete 
accurate  fiscal  data  available  until  8 months  after  military  pay  records  were 
closed. 

Mr.  Thomas.  Tell  us  about  this,  General. 

General  Hutchison.  Colonel  Mildren  has  a short  statement  on 
that,  Mr.  Chairman. 

Mr.  Thomas.  Proceed. 

GENERAL  STATEMENT 

Colonel  Mildren.  Mr.  Chairman  and  members  of  the  committee,  I 
appreciate  the  opportunity  to  appear  before  you  to  discuss  the  fund 
deficiencies  for  fiscal  years  1956  and  1957  under  the  Army  military 
personnel  appropriation  accounts.  As  set  forth  in  the  President’s 
communication  of  February  11,  1959  (H.  Doc.  58),  additional  fund 
authorization  is  required  to  cover  deficiencies  in  fiscal  years  1956  and 
1957  of  7.1  and  7.9  million  dollars,  respectively. 

Mr.  Thomas.  Defend  both  of  them. 

Colonel  Mildren.  Last  year,  fund  authorization  was  requested  by 
the  President’s  communication  of  June  9, 1958  (H.  Doc.  394),  and  the 
request  was  heard  by  the  House  Appropriations  Department  of  De- 
fense Subcommittee.  The  Committee  on  Appropriations,  House  of 
Eepresentatives,  in  its  action  on  this  request  noted  that  the  deficiency 
was  not  covered  by  exception  in  law  and  had  not  been  reported  to  the 
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Con^i-ess  as  recjuired  by  the  provisions  of  the  Antideficiency  Act. 
lhi(l(‘r  tlie  circumstances  the  committee  stated  it  was  in  no  position 
to  re<*ommeiid  approval,  and,  accordingly,  denied  the  requested  funds. 
Since  that  action,  the  Department  of  Defense  forwarded  the  required 
repoi-l  on  July  25, 1958. 

I )uriug  tlie  course  of  these  hearings  last  year,  members  of  the  com- 
mittee. indicated  that  it  would  be  preferable  to  finance  these  deficien- 
cies by  transfer  from  unobligated  balances.  In  this  connection  infor- 
mation was  furnished  by  the  Department  of  the  Army  for  the  record 
pointing  out  that  available  balances  of  annual  appropriation  accounts 
ai'e  ti'ansf erred  to  the  merged  or  “M”  account  at  the  end  of  the  second 
full  fiscal  year  following  the  year  of  obligation  availability.  It  was 
stated  that  it  is  the  practice  of  the  Treasury  Department  to  refuse 
to  transfer  the  balance  of  an  account  which  is  in  a deficit  condition. 

The  account  would  lose  its  identity  and  the  deficiency  would  be  covered 
by  available  balances  in  the  merged  or  “M”  account. 

The  military  strength  of  the  Army  for  fiscal  years  1956  and  1957 
was  within  that  authorized  by  the  budgets  for  those  years.  The  de- 
ficiency of  $7.1  million,  in  fiscal  year  1956  is  a deviation  of  less  than 
.2  of  1 percent.  It  resulted  primarily  from  inability  to  estimate, 
with  preciseness,  the  cost  of  increased  military  personnel  pay  and 
dependency  benefits  granted  late  in  fiscal  year  1955,  and  the  number 
of  enlisted  men  entitled  to  draw  these  benefits.  The  deficiency  of 
$7.9  million  in  fiscal  year  1957  resulted  from  an  underestimate  of 
fund  requirements. 

Mr.  Thomas.  Let  me  interrupt  you  there.  That  is  understandable 
when  you  are  dealing  with  large  figures  and  under  the  pay  scales  here, 
dependency  allowances,  and  so  forth,  it  is  easy  but  how  do  you  prevent 
these  antideficiencies  from  arising  ? 

Wliat  procedures  are  you  going  to  use  in  the  future  to  keep  out  of 
hot  water? 

Colonel  Mildren.  I think  that  we  have  accomplished  a great  deal 
in  the  past  year — since  these  deficiencies.  We  first  recognized  exactly 
where  the  problem  was  in  the  budget  estimates. 

Mr.  Thomas.  There  is  nothing  new  with  the  problem.  You  have 
been  having  to  guess  certainly  beginning  in  1939,  where  you  had  large 
figures.  i 

Colonel  Mildren.  Yes,  sir ; but  we  can  improve  our  method  of  guess-  ; 
ing  or  projecting  18  months  into  the  future ; that  is,  the  projected  data  1 

that  we  are  using  at  the  time  we  present  our  budget  to  Congress.  ! 

Naturally,  we  have  many  personnel  program  changes  after  presenta-  j 
tion  to  Congress.  j 

Mr.  Thomas.  We  cannot  expect  you  to  be  perhaps  any  more  accurate  i 
in  the  future  than  you  have  been  in  the  past.  Two-tenths  of  1 percent  j 
is  pretty  accurate.  i 

The  question  is,  how  are  you  going  to  report  this  so  you  do  not  get  j 
into  hot  water  ? j 

Colonel  Mildren.  Yes,  sir;  by  establishing  a better  accounting  j 

system.  ^ j 

Mr.  Thomas.  Do  not  wait  until  that  fiscal  year  is  gone  and  maybe 
another  one  is  gone  before  you  report  it.  Then  you  run  right  into  the  j 
antideficiency  statute  ? • 

Colonel  Mildren.  That  is  true,  sir. 
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Mr.  Thomas.  Can  you  not  get  your  books  in  shape  over  there  and 
transfer  these  funds  from  one  of  your  accounts  to  another  where  you 
have  surplus  money,  without  going  back  and  opening  up  these  ? 

Colonel  Mildren.  I believe  we  still  would  have  to  obtain  approval 
from  Congress  for  any  transfers  from  one  appropriation  to  another, 
even  though  we  were  talking  about  unobligated  balances  for  prior 
years. 

LANGUAGE  PROPOSED 

Mr.  Thomas.  Why  not  submit  some  language  for  that  purpose  ? 

Colonel  Mildren.  All  right,  sir. 

General  Hutchison.  I do  not  believe  we  have  it  right  now. 

(The  material  referred  to  follows :) 

The  language  for  “Military  personnel,  fiscal  year  1956,”  is  as  follows ; 

“For  an  additional  amount,  fiscal  year  1956,  for  ‘Military  personnel’,  $7,100,000, 
to  be  derived  by  transfer  from  the  unexpended  balances  of  any  appropriations  of 
the  Department  of  Defense  for  fiscal  years  1957,  1958,  or  1959  designated  by  the 
Secretary  of  Defense.” 

The  language  for  “Military  personnel,  fiscal  year  1957,”  is  as  follows : 

“For  an  additional  amount,  fiscal  year  1957,  for  ‘Military  Personnel’,  $7,900,000, 
to  be  derived  by  transfer  from  the  unexpended  balances  of  any  appropriations  of 
the  Department  of  Defense  for  fiscal  years  1957,  1958,  or  1959  designated  by  the 
Secretary  of  Defense.” 

Mr.  Thomas.  You  mean  you  do  not  have  that  much  cash  in  the  till? 

General  Hutchison.  We  do  not  have  unobligated  balances  to^  cover 
this.  We  only  have  in  the  1-year  accounts  for  the  Army 

Mr.  Thomas.  I do  not  want  to  go  into  this  now  because  I know  some 
of  these  other  men  are  going  to  talk  about  unobligated  balances,  but 
let  me  go  off  the  record  a moment. 

(Discussion  off'  the  record.) 

Mr.  Thomas.  On  the  record.  Go  ahead. 

Colonel  Mildren.  A supplemental  authorization  of  $27.4  million 
approved  by  Congi*ess  as  late  as  May  20,  1957,  for  fiscal  year  1957  did 
not  prove  to  be  sufficient  to  cover  all  requirements.  These  requirements 
included  increases  for  Military  Sea  Transportation  Service  rates,  rail- 
road passenger  and  freight  rates,  dependency  allowances,  new  legis- 
lation involving  social  security  participation  for  military  personnel, 
readjustment  pay,  and  compensation  for  doctors  and  dentists. 

After  the  occurrences  of  the  deficiencies  in  fiscal  years  1956  and 
1957,  the  Army  improved  the  system  in  estimating  funds  for  basic 
pay  which  accounts  for  the  largest  portion  of  the  appropriation 
requirement. 

Mr.  Thomas.  A part  of  that  has  accrued  by  virtue  of  the  fact  that 
you  are  going  into  this  new  form  of  budget.  You  cannot  keep  up 
with  it  like  that,  too?  Was  that  not  described  by  tlie — what  was  that 
word,  “iniquitous”  ? What  was  it,  “iniquitous  performance  budget”  ? 

Colonel  Mildren.  Yes,  sir.  Under  the  system  in  effect  in  fiscal 
years  1956  and  1957  an  inventory  of  the  military  population  showing 
numbers  by  pay  grade  segregated  by  years  of  service  for  pay  purposes 
was  obtained  from  the  military  pay  records.  It  was  not  possible  to 
reflect  all  individuals  in  reports  because  some  of  the  records  were 
always  in  transit  with  personnel  on  permanent  change  of  station  travel 
orders.  In  addition,  the  average  cost  data,  obtained  from  the  pay 
records  was  not  timely.  These  records  were  forwarded  each  6 months 
by  disbursing  officers  at  Army  installations  worldwide  to  the  Finance 
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Tenter  in  Indianapolis,  Ind.  There  a sample  processing  to  include 
necessary  accounting  adjustments  required  3 months.  Thus,  even 
with  ])relim inary  information,  the  cost  data  for  average  pay  rates  was 

months  old  at  the  time  of  use  for  a fiscal  year  starting  an  add.itional 
t)  months  in  the  future.  At  that  time  this  data  was  the  best  available 
base  for  projecting  requirements.  Reliance  on  such  old  factors  was 
tlio  ])rimary  reason  for  underestimating  fund  requirements. 

In  order  to  correct  this  deficiency  the  Amy  now  receives  a report 
which  indicates  the  military  strength  by  years  of  service  for  pay  pur- 
])oses,  that  is,  the  exact  period  of  time  accredited  each  individual  for 
])a3^  This  data  is  obtained  monthly  through  the  Army  statistical 
accounting  system  which  utilizes  electrical  accounting  machines  and 
automatic  data  processing  in  accounting  for  military  personel. 

In  addition  to  this  corrective  action,  the  Deputy  Chief  of  Staff 
for  Personnel  has  established  procedures  to  provide  more  timely  and 
adequate  program  data  for  use  in  the  preparation  of  budget  estimates 
and  for  monitoring  the  execution  of  appropriation  programs.  It  is 
also  anticipated  that  monthly  reporting  of  complete  expenditure  data 
under  the  new  Army  pay  system,  implemented  J anuary  1 of  this  year, 
will  permit  closer  monitoring  of  program  and  fiscal  data. 

Mr.  Thomas.  This  is  a 1-year  appropriation.  It  ought  to  be  2 
years.  You  cannot  put  all  of  these  tremendous  numbers  in  there. 
It  is  physically  impossible  to  hit  the  nail  on  the  head.  This  is  a 1-year 
fund ; is  it  not  ? 

Colonel  Mildren.  That  is  correct. 

Mr.  Thomas.  It  ought  to  be  a 2-year  fund. 

Go  ahead. 

Colonel  Mildren.  Thus,  we  will  have  a basis  for  more  promptly 
and  accurately  identifying  the  possibility  of  deficiencies  and  per- 
mitting action  either  to  prevent  them  or  to  make  prompt  reports,  if 
they  should  occur. 

In  transmitting  copies  of  the  Report  No.  432,  dated  December  12, 
1957,  on  violation  of  section  3679  of  the  Revised  Statutes,  the  Secre- 
tary of  Defense  stated  in  this  letter  of  July  25,  1958,  and  I quote : 

“A  defensewide  study  is  being  conducted  of  the  systems  in  the 
three  military  departments  with  the  objective  of  strengthening  these 
controls  and  preventing  such  deficiencies  in  future  appropriations.” 
A Department  of  Defense  project  team  is  currently  pursuing  this 
objective. 

The  Army  is  ever  mindful  of  the  high  administrative  cost  of  ob- 
taining additional  functional  program  and  fiscal  reporting.  We  are 
zealous  in  our  effort  to  keep  administrative  cost  to  minimum  and  still 
provide  data  for  adeqaute  administrative  fund  control.  Although 
additional  accounting  and  reporting  on  many  items  can  be  made 
useful,  care  is  being  exercised  to  preclude  establishment  of  a system 
that  would  be  uneconomically  sound.  It  should  also  be  emphasized 
that  no  system  of  reporting  can  fully  guarantee  against  minor  de- 
ficiencies occurring  in  an  appropriation  of  this  magnitude  and  which 
contains  programs  involving  many  complexities  of  administration. 

Mr.  Thomas.  If  I may  interrupt  you,  how  many  programs  do  you 
have  under  this  heading:  ? 

Colonel  Mildren.  Five  in  each  of  these  2 years.  Since  that  time 
they  have  been  consolidated  into  four. 
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Mr.  Thomas.  How  many  different  items  ? 

Colonel  Mildren.  One  hundred  and  thirty-two  line  items  making 
up  direct  obligations  and  30  plus  in  the  reimbursable  obligations. 

Mr.  Thomas.  Under  this  performance  budget,  has  it  really  helped 
you  ? 

In  the  old  days,  you  used  to  break  this  down  into  30  or  40  accounts  ? 

Colonel  Mildren.  Yes,  sir. 

Mr.  Thomas.  About  the  only  good  of  this  is  to  get  you  into  a little 
trouble  ? 

Colonel  Mildren.  There  have  been  items  transferred  out  and  I am 
not  sure  it  has  helped  us  or  hindered  us.  I am  only  speaking  about 
this  appropriation. 

Mr.  Thomas.  General,  do  you  want  to  continue  with  your  statement  ? 
Do  you  have  another  paragraph  ? 

Colonel  Mildren.  Yes,  sir. 

Both  the  fiscal  year  1956  and  fiscal  year  1957  deficiencies  were  less 
than  the  average  daily  net  expenditure  in  this  appropriation.  There- 
fore, operating  under  a tight  budget  under  any  round-the-clock  report- 
ing system,  it  is  conceivable  that  the  operations  at  the  very  end  of 
the  budget  year  could  result  in  some  deficiency. 

Mr.  Thomas.  Very  nice  and  to  the  point. 
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Operation  and  Maintenance 

Program  and  financing 


1959  presently 
available 


1959  revised 
estimate 


Increase 


Program  by  activities: 
ilirect  obligations: 

1.  Tactical  forces.- 

2.  Training  activities 

3.  Central  supply  activities 

4.  Major  overhaul  and  maintenance  of  materiel... 

5.  Medical  activities 

().  Armywide  activities 

7.  Army  Reserve  and  Reserve  Officers’  Training 

Cor{)s 

8.  Joint  projects 

Total  direct  obligations 

Reimbursable  obligations: 

1.  Tactical  forces  

2.  Training  activities 

3.  Central  supply  activities 

4.  Major  overhaul  and  maintenance  of  materiel... 

5.  Medical  activities 

6.  Array  wide  activities 

7.  Army  Reserve  and  Reserve  Officers’  Training 

Corps 

8.  Joint  projects 

Total  reimbursable  obligations 

Supplemental  required  for  pay  increase 

Total  obligations 

Financing: 

Unobligated  balance  brought  forward  (69  Stat.  438)... 
Unobligated  balance  (anticipated  reimbursements  to 
be  earned  from  military  assistance  fund  reserva- 
tions) transferred  from  other  Army  accounts 

Advances  and  reimbursements  from— 

Deliveries  of  materiel  common  to  U.S.  require- 
ments ordered  by  military  assistance  in  emrent 

year 

Other  accounts 

Non-Federal  sources 

Anticipated  reimbursements  for  future  year  deliveries 
of  materiel  common  to  U.S.  requirements  by  mili- 
tary assistance  in  current  year 

Unobligated  balance  carried  forward  (69  Stat.  438) 

New  obligational  authority 

New  obligational  authority: 

Appropriation 

Transferred  ta — 

“Operating  expenses,  National  Archives  and 
Records  Service,’’  General  Services  Adminis- 
tration   

“Operation  and  maintenance,  Air  Force”  (63 

Stat.  589) 

“Salaries  and  expenses.  Secretary  of  Defense”  (63 
Stat.  589) 

Appropriation  (adjusted) 


$785,  645,  000 
192,  855,  000 
922,  653,  815 
285,  806,  000 
169,  403, 000 
486,  320,  000 

90,  227, 000 
158,  385,  000 


$790,  445, 000 
192,  855,  000 
936,  253, 815 
285,  806, 000 
169, 403, 000 
492,  920,  000 

90,  227, 000 
158,  385,  000 


3,  091,  294,  815 


3, 116,  294,  815 


72,  918,  000 
13,  786,  000 
125,  614,  000 
136,  036,  000 
103,  423, 000 
16,  907, 000 

402, 000 
31, 888, 000 


72,  918, 000 
13,  786,  000 
125,  614,  000 
136,  036, 000 
103, 423,  000 
16,  907,  000 

402, 000 
31,888,000 


500, 974, 000 


500, 974,  000 


-17, 400,  000 


3,  574,  868,  815 


3,  617,  268,  815 


-43,  210, 191 
-53, 157, 195 


-10. 000, 000 
-335,  769, 000 
-69,  535,  000 


-33,  000, 000 
43,  697,  386 


-43,  210, 191 
-53, 157, 195 


-10, 000, 000 
-335,  769, 000 
-69,  535,  000 


-33, 000, 000 
43,  697,  386 


3, 073, 894,  815 


3, 116,  294, 815 


3,  078,  208,  000 

-581,  000 
-3, 177, 185 
-555,  000 


3, 120,  608, 000 

-581,000 
-3, 177, 185 
-555, 000 


3, 073,  894, 815 


3, 116.  294,  815 


$4,  800, 000 
’i3,"600,’00O 

’’6,'’600,'000 


25,  000, 000 


17, 400, 000 


42, 400, 000 


42,  400, 000 


42,  400, 000 


42,  400, 000 
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Object  classification 


1959  presently 


1959  revised 


Increase 


available 


estimate 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions. 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

Personal  service  obligations: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  service  obligations. .. 


294, 109 
1,286 
284, 885 
281, 366 


$1,  263,  942, 000 
4,  998, 000 
34, 162, 000 


1, 303, 102, 000 


294, 109 
1,  286 
284, 885 
281, 366 


$1,  263,  942, 000 
4,  998, 000 
34, 162, 000 


1, 303, 102, 000 


Direct  obligations: 

01  Personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Eents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

Labor  contracts  with  other  governments. 

08  Supplies  and  materials 

09  Equipment 

10  Lands  and  structures 

11  Grants,  subsidies  and  contributions 

12  Pensions,  annuities  and  insurance  claims.. 

13  Refunds,  awards  and  indemnities 

14  Interest 

15  Taxes  and  assessments 

Unvouchered 

Subtotal 

Deduct  quarters  and  subsistence  charges 

Total  direct  obligations 

Reimbursable  obligations: 


1, 193,  595, 000 

61. 317. 000 
144,  788, 000 

53,  978, 000 

87. 857. 000 

19. 302. 000 
416, 073,  500 

36. 189. 000 
180, 159, 000 
685,  952,  000 
137,  443,  000 

3,  733,  000 
63,  839,  000 

1,000 
1,  283,  000 
1,315 
1, 080,  000 

4,  750, 000 


1, 193,  595, 000 

61. 355. 000 
151,  239, 000 

53,  983, 000 
87,  939, 000 

19. 302. 000 
424,791,500 

36. 189. 000 
180,159, 000 
688, 395,  000 
144,  706,  000 

3,  733,  000 
63,  839, 000 

1,000 
1,  283,  000 
1,315 
1, 080,  000 

4,  750,  000 


$38, 000 
6, 451, 000 
5, 000 
82, 000 

’8,'7i8,'000 


2, 443, 000 
7,  263, 000 


3,  091, 340,  815 
46,  000 


3, 116, 340,  815 
46,  000 


25, 000,  000 


3, 091,  294,  815 


3, 116,  294,  815 


25, 000, 000 


01  Personal  services - 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

08  Supplies  and  materials 

09  Equipment 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Total  reimbursable  obligations 

Supplemental  required  for  pay  increase 


109,  507, 000 
2,  299, 000 
24,  847, 000 
5,  847,  000 
20, 765,  000 
2,  813,  000 
152,  641, 000 
1, 862,  000 
125,  957,  000 
37,  920,  000 
981,  000 
6, 379,  000 
96, 000 


109,  507,  000 
2,  299,  000 
24,  847, 000 
5,  847,  000 
20,  765,  000 
2, 813,  000 
152,  641.  000 
1, 862,  000 
125,  957, 000 
37,  920,  000 
981,  000 
6, 379,  000 
96. 000 


491,  914,  000 


491,  914,  000 


-17. 400,000 


17, 400, 000 


Total  obligations 


3, 565, 808, 815 


3, 608,  208,  815 


42,  400, 000 


Mr.  Thomas.  Let  us  now  take  a look  at  the  ‘‘Operation  and  main- 
tenance, Army,”  item. 

This  is  really  for  1959. 

You  are  looking  for  $42.4  million? 

General  Hutchison.  Yes,  sir. 

Mr.  Thomas.  Your  green  sheets  tell  the  tale. 

Then  you  have  $17.4  million  of  the  supplemental  required  for  the 
pay  increase.  For  Lebanon  you  have  $2,443,000  for  supplies  and 
material;  $7,263,000  for  equipment;  $38,000  for  travel;  $6,451,000 
for  transportation  of  things;  $5,000  for  communication  services; 
$82,000  for  rents  and  utility  services,  and  $8,718,000  for  other  con- 
tractual services ; all  making  a total  of  $25  million  plus  the  pay  act 
supplemental  of  $17.4  million  for  an  overall  request  of  $42.4  million. 
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Gonoral  Hutchison.  Yes,  sir. 

Mr.  Tn  o:\iAS.  Does  that  summarize  it? 

(HMieral  Hutchison.  Yes,  sir. 

Mr.  'FhoiMas.  We  will  put  in  pages  8,  9,  and  10. 
(The  ])ages  referred  to  follow:) 

.Tusttfication  for  Funds  Requested 


Total  roquest 


Million 

$42.4 


I’liis  supplemental  request  covers  the  following  activities: 

Million 


1.  Participation  in  and  support  of  the  Lebanon  task  force $25.  0 

2.  Tliat  part  of  the  civilian  pay  raise  (Public  Law  85-462)  not  currently 

financed  under  the  Department  of  Defense  financial  plan  for  fiscal 
year  1959 17.4 


1'he  $42.4  million  requested  in  this  supplemental  budget  estimate  for  fiscal  year 
1959  cannot  be  absorbed  within  current  availability. 

In  fiscal  year  1959  this  appropriation  has  been  required  to  meet  significant 
iinprogramed  and  unbudgeted  requirements  which  total  approximately  $206 
million.  These  requirements  include  implementation  of  the  civilian  pay  increase 
authorized  by  Public  Law  85-462,  conduct  of  emergency  operations  in  the  Mideast 
and  in  Formosa,  widespread  wage  board  employee  pay  increases  in  both  the 
United  States  and  in  oversea  areas,  support  of  Active  Army  and  Reserve  com- 
ponent strengths  in  excess  of  those  shown  in  the  President’s  budget  for  fiscal  year 
1959,  increase  in  the  cost  of  the  dependent’s  medical  care  program  and  increases 
in  postal  rates  and  MATS  tariff  rates.  These  requirements  of  $206  million  are 
offset  by  utilization  of  $58  million  of  the  $76  million  appropriated  to  support 
military  strengths  approved  by  Congress  to  over  part  of  the  civilian  pay  increase. 

The  two  activities  on  which  this  supplemental  budget  request  is  based  are 
briefiy  discussed  below: 

Million 

1.  The  Lebanon  task  force $25.  0 

(a)  Program. — In  accordance  with  a JCS  directive  of  July  15,  1958,  the  U.S. 
Army  was  required  to  prepare  and  land  a task  force  of  sufficient  size  to  provide  a 
show  of  force  in  the  Middle  East.  The  force  was  to  be  prepared,  if  necessary,, 
to  enter  into  and  support  combat  operations  for  a limited  period. 

(&)  Accomplishments  and  current  status. — 

(1)  During  the  period  July  18  to  October  31,  1958,  there  were  7,434  U.S.  Army 
forces  in  the  Lebanon  area  with  an  additional  depot  force  of  387  established  at 
Adana,  Turkey.  Task  force  units  were  equipped  at  the  onset  at  85  percent  of 
authorized  allowances ; $16  million  was  required  to  fill  these  shortages.  Addi- 
tionally there  were  items  within  the  equipment  on  hand  in  the  units  which  were 
not  combat  serviceable.  The  replacement  of  these  items  cost  $1.9  million.  The 
preparation  of  supplies  in  depots  required  overtime  payment  to  civilian  per- 
sonnel in  the  amount  of  $675,000  for  USAREUR  and  $615,570  for  CONUS. 

(2)  There  were  69  (15  passenger,  54  cargo)  vessels  used.  These  were  hired 
on  a per  diem  rate  basis  which  ranged  from  $1,500  to  $9,100  per  day.  A total 
cost  of  $4.4  million  was  required  to  transport  approximate \y  4,000  personnel, 
125,000  measurement  tons  of  supplies,  and  1,660  vehicles  and  88  M-84  tanks. 
The  Department  of  the  Air  Force  moved  approximately  3,000  Army  troops  at  no 
cost  to  Department  of  the  Army. 

(3)  Other  charges  were  incurred  to  move  personnel  and  equipment  to  the 
outloading  ports  and  process  these  personnel  and  equipment  through  the  ports. 
These  activities  cost  $2.8  million. 

(4)  The  Lebanon  area  did  not  have  a communication  system  which  would 
provide  a worldwide  communication  capability.  Additionally  there  was  an 
urgent  need  for  maps  and  mapping  surveys  of  the  area.  The  provision  of  both 
was  accomplished  on  a crash  basis  with  the  attendant  speedup  of  depot  rebuild, 
procurement,  printing,  fabrication,  and  consolidation  of  the  items  into  a usable 
communication  system  and  area  map  package. 
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(5)  All  troops  with  their  equipment,  supplies,  tanks,  and  vehicles  have  been 
withdrawn  from  the  area.  All  usable  stockpile  supplies  and  spare  parts  are 
being  returned  to  depot  stocks.  This  retrograde  movement  of  supplies  requires 
similar  transportation  and  processing  charges. 

(c)  Basis  of  estimate. — The  Middle  East  operations  were  neither  programed 
nor  budgeted  in  fiscal  year  1959.  The  additional  cost  of  the  supplies,  equipment, 
spare  parts,  preparation,  and  transportation  to  or  made  ready  for  Lebanon  is 
$25  million  (BP  2,000,  $4.8;  BP  2,200,  $13.6;  BP  2,500,  $6.6).  Included  within 
this  dollar  figure  is  the  cost  of  recovery  and  reshipment  of  all  items  to  appro- 
priate stock  agencies. 

Million 

2.  Civilian  pay  raise.  Public  Law  85-462 $17.  4 

(a)  Program. — The  net  cost  of  this  activity  for  fiscal  year  1959  will  be  $75.4 
million  taking  into  consideration  programed  personnel  reductions. 

(6)  Accomplishment  and  current  status. — The  Department  of  the  Army  is 
meeting  the  $75.4  million  civilian  pay  legislation  requirement  according  to  the 
Department  of  Defense  financial  plan  for  fiscal  year  1959.  This  plan  provides 
$58  million  to  be  financed  within  funds  currently  appropriated,  leaving  a de- 
ficiency of  $17.4  million  which  is  included  in  this  supplemental  appropriation 
request. 

(c)  Basis  for  estimate. — The  estimate  of  $75.4  million  required  for  fiscal  year 
1959  was  derived  by  applying  the  specified  pay  increase,  together  with  the  im- 
pact of  this  increase  in  mandatory  Government  contributions  to  the  programed 
number  of  employees  eligible  to  receive  the  increases.  Estimates  were  verified 
by  reports  from  the  field.  The  basis  of  this  specific  request  of  $17.4  million  is 
as  shown  in  subparagraph  (&),  above. 

Mr.  Thomas.  Let  us  turn  to  the  middle  of  page  8 : 

In  fiscal  year  1959  this  appropriation  has  been  required  to  meet  significant 
unprogramed  and  unbudgeted  requirements  which  total  approximately  $206 
million.  These  requirements  include  implementation  of  the  civilian  pay  in- 
crease authorized  by  Public  Law  85-462,  conduct  of  emergency  operations  in 
the  Middle  East  and  in  Formosa,  widespread  wage  board  employee  pay  increases 
in  both  the  United  States  and  in  oversea  areas,  support  of  Active  Army  and 
Reserve  component  strengths  in  excess  of  those  shown  in  the  President’s 
Budget  for  fiscal  year  1959.  * * * 

I remind  you  that  these  all  total  $206  million  and  they  are  only 
looking  for  $42.4  million  cash. 

These  requirements  of  $206  million  are  offset  by  utilization  of  $58  million  of 
the  $76  million  appropriated  to  support  military  strengths  approved  by  Congress 
to  cover  part  of  the  civilian  pay  increase. 

Then  I go  on  to  read : 

LEBANON  TASK  FORCE 

The  two  activities  on  which  this  supplemental  budget  request  is  based  are 
briefly  as  follows : 

“ ( 1 ) The  Lebanon  task  force,  $25  million.” 

Here  is  where  you  get  some  more  interesting  details. 

Let  us  read  the  top  two  or  three  paragraphs  of  this  next  page.  It 
is  good  reading. 

Under  the  heading,  “Accomplishments  and  current  status,”  we 
have: 

(1)  During  the  period  July  18  to  October  31,  1958,  there  were  7,434  U.S.  Army 
forces  in  the  Lebanon  area  with  an  additional  depot  force  of  387  established  at 
Adana,  Turkey. 

I was  there  and  saw  your  forces  there. 

Task  force  units  were  equipped  at  the  onset  at  85  percent  of  authorized 
allowances;  $1.6  million  was  required  to  fill  these  shortages.  Additionally 
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thor«'  wore  items  within  the  equipment  on  hand  in  the  units  which  were  not 
oomhat  servicoai)le.  The  replacement  of  these  items  cost  $1.9  million.  The 
])repa ration  of  supplies  in  depots  requiring  overtime  payment  to  civilian  person- 
md  in  the  amount  of  $675,000  for  USAREUR  and  $615,570  for  CONUS. 

That  is- for  the  European  side? 

General  Hittciiison.  Yes,  both  for  Europe  and  in  the  United  States 
for  these  specific  costs. 

Afr.  Thomas.  You  took  how  many  people  out  of  your  European 
theater  out  of  the  7,500?  How  many  did  you  take? 

General  Hutchison.  I would  say  about  7,500 ; practically  the  entire 
force  came  from  Europe. 

Mr.  Thomas.  You  had  some  ready  stateside  that  you  did  not  ship 
over? 

( General  Hutchison.  Yes,  sir.  We  were  all  ready  to  go  in  the  event 
tills  whole  thing  bomeranged. 

Mr.  Thomas.  The  forces  were  brought  out  of  Germany  ? 

General  Hutchison.  Except  for  a few  technical  people. 

Mr.  Thomas.  You  had  your  expense  of  getting  ready  to  go  accumu- 
lated on  the  stateside?  What  did  you  figure  that  was?  $675,000? 
That  was  just  a part  of  it,  was  it  not  ? 

General  Hutchison.  Yes,  sir.  The  $615,570  was  merely  overtime 
in  the  United  States  in  the  preparation  of  supplies  in  depots. 

Mr.  Thomas.  That  was  your  cost  at  your  depots,  getting  your  stock 
ready. 

AVhat  do  you  figure  was  your  cost  stateside,  all  together  ? 

Here  is  your  basis  for  the  estimate  but  give  us  a horseback  guess. 

The  Middle  East  operations  were  neither  programed  nor  budgeted  in  1959. 
The  additional  costs  of  supplies  and  equipment  and  transportation  in  making 
ready  for  Lebanon  came  to  $30,488  million  but  we  are  requesting  $25  million. 

Is  that  stateside,  or  European,  or  both  ? 

General  Hutchison.  The  majority  stateside. 

If  you  can  visualize  an  operation  of  this  type,  we  have  to  get  all  of 
the  shipping  ready  in  the  event  this  does  turn  out  to  be  a shooting 
war.  We  have  to  have  supplies  en  route  and  that  takes 

Mr.  Thomas.  The  purpose  of  my  reading  all  of  this  in  the  record 
and  rehashing  it  is  the  question  you  anticipated.  If  we  get  into  a 
limited  shooting  war,  the  expense  over  and  above  what  you  have 
appropriated  for  this  year,  or  even  the  fiscal  year  coming  up,  is  a 
figure  you  do  not  know  and  nobody  else  knows,  but  it  will  be  astro- 
nomical ; is  that  a fairly  accurate  statement  ? 

General  Hutchison.  If  we  went  into  another  war,  it  would  be  as- 
tronomical, yes. 

Mr.  Thomas.  Those  figures  will  be  over  and  above  the  1959  budget 
or  the  budget  you  are  now  presenting  here  across  the  hallway  in  the 
Defense  Department. 

There  is  no  telling  what  it  will  be ; is  there  ? 

General  Hutchison.  That  is  right. 

total  cost  of  LEBANON  OPERATION 

Mr.  Thomas.  AYhat  would  you  say  the  entire  cost  was  for  the  Army 
in  the  European  theater  on  the  American  side  for,  let  us,  the  Middle 
East? 
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That  figure  of  $206  million  is  approximately  accurate  over  and 
above  your  1959  budget  ? Is  that  clear  ? 

General  Hutchison.  Not  clear;  no,  sir.  This  figure  of  $206  million 
includes  unprogramed  requirements  other  than  the  Mideast  operation. 

Mr.  Thomas.  What  do  you  figure  your  costs  were  over  and  above 
your  regular  1959  budget  for  your  Middle  East  operation,  counting 
in  stateside  costs  and  European  costs  ? 

You  set  out  a figure  here  of  around  $206  million. 

General  Hutchison.  $25  million  is  what  we  have  here.  This  is 
what  we  are  asking  for. 

Mr.  Jensen.  The  total  cost? 

Mr.  Thomas.  The  total  absorbed  cost  and  everything  else?  Is  the 
figure  $206  million  about  right? 

General  Hutchison.  Including  pay  for  military  personnel  ? 

Mr.  Thomas.  Everything. 

General  Hutchison.  We  can  develop  a figure  for  you,  sir.  I do  not 
know  what  it  would  be.  This  request  is  operation  and  maintenance 
costs  only.  Certainly  the  other  costs,  such  as  military  personnel  costs, 
would  be  high. 

Mr.  Thomas.  Let  me  read  this : 

In  fiscal  year  1959  this  appropriation  has  been  required  tO'  meet  significant 
unprogramed  and  unbudgeted  requirements  which  total  approximately  $206 
million. 

Is  that  the  correct  overall  figure  for  the  cost  of  going  into'  Lebanon  ? 

General  Hutchison.  No,  sir.  That  includes  all  sorts  of  extra  costs, 
such  as  the  increased  pay  rates. 

Mr.  Thomas.  Give  us  a horseback  opinion  of  what  that  operation 
cost.  That  is  what  we  are  trying  to  get.  Come  up  with  a reasonably 
accurate  figure  later. 

General  Hutchison.  I think,  including  the  military  personnel 
cost 

Mr.  Thomas.  Everything. 

General  Hutchison.  Would  be  approximately  $60  million.  That 
is  for  the  Army  portion. 

Mr.  Thomas.  That  is  what  we  are  talking  about.  You  reckon  $60 
million  would  cover  it  ? 

General  Hutchison.  Yes,  sir,  approximately. 

Mr.  Thomas.  Cover  everything,  equipment,  transportation,  pay, 
supplies  ? 

Colonel  Mildren.  It  would  be  more  than  that,  sir. 

Mr.  Thomas.  Give  us  a horseback  figure. 

We  will  leave  this  off  the  record. 

( Discussion  off  the  record. ) 

Mr.  Jensen.  Is  that  over  and  above  the  dollars  that  would  have 
been  expended  normally  ? 

General  Hutchison.  That  includes  the  normal  expense  that  would 
have  been  incurred  anyway,  like  the  pay  of  military  personnel.  The 
strength  of  the  Army  was,  however,  retained  at  a higher  level  than 
previously  planned  because  of  the  situation  in  Lebanon  and  Formosa. 

Mr.  Jensen.  Mr.  Chairman,  let  me  ask  this  question:  What  would 
be  the  additional  cost  of  the  Middle  East  operations  when  you  went 
into  Lebanon,  over  and  above  the  normal  expense  of  paying  for  all 
your  normal  operations  ? 
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^ (lenoral  IIin'ciiisoN.  It  is  $25  million  we  are  asidng  for  m the 
“Operation  and  maintenance”  appropriation.  It  is  approximately 
$H>  million  in  the  “Military  personnel,  Army”  appropriation  because 
at  that  time  instead  of  reducing  the  Army  to  870,000,  we  kept  an 
overstrength  up  to  900,000  which  was  for  a period  of  5 months. 

liKEAKDOWN  OF  EXPENSES  FOR  LEBANON  TASK  FORCE 

Mr.  T iiOMAS.  We  will  break  down  your  costs  here. 

You  are  only  looking  for  what,  $17.4  million?  That  means  you 
will  absorb  what  ? 

General  IIutcittson.  $58  million  for  the  civilian  pay  raise,  sir. 

^Ir.  Thomas.  Let  us  break  down  these  costs  a little  bit  more  in 
detail. 

Break  down  this  item  of  $25  million.  You  have  set  it  out  here,  and 
you  lump  in  your  $25  million.  Can  you  break  it  down  ? 

General  Hutchison.  Yes,  sir. 

Mr.  Thomas.  Break  it  down  for  us  right  quick. 

General  Hutchison.  It  is  broken  down  by  the  budget  programs. 

The  tactical  forces  portion  is  $4.8  million. 

Mr.  Thomas.  That  is  in  your  green  sheets  ? 

General  Hutchison.  Yes,  sir. 

Mr.  Thomas.  Let  us  turn  to  our  green  sheets,  gentlemen,  and  let  us 
break  it  down. 

These  items  here  total  $25  million. 

We  can  understand  your  $17.4  million.  That  is  a mathematical 
formula  based  upon  the  statute,  but  break  down  your  $4.8  million 
and  your  tactical  forces. 

General  Hutchison.  This  primarily  includes  the  necessary  supplies, 
spare  parts,  and  minor  equipment  to  get  these  forces  ready.  Those 
forces  which  actually  went  into  Lebanon  and  those  which  were  pre- 
pared in  the  United  States  are  included.  There  is  a certain  amount  of 
civilian 

Mr.  Thomas.  For  instance,  what?  $4.8  million  worth?  Small 
ammunition  ? 

General  Hutchison.  No,  sir ; spare  parts,  supplies,  and  minor  equip- 
ment. 

Mr.  Thomas.  For  instance,  what  ? 

General  Hutchison.  Spare  parts.  I would  say  that  was  the  major 
item  involved  in  this  $4.8  million. 

Mr. Thomas.  Guns? 

General  Hutchison.  Spare  parts  for  ordnance  vehicles,  tanks,  and 
any  equipment  that  we  took  into 

Mr.  Thomas.  How  much  of  that  is  a guess  figure  ? 

General  Hutchison.  It  was  developed  from  actual  requisitions  on 
the  Army  stock  fund. 

Mr.  Thomas.  You  mean  that  you  have  accurate  records  now? 

General  Hutchison.  Yes,  sir. 

Mr.  Thomas.  Charged  against  the  stock  fund  ? 

General  Hutchison.  Yes,  sir. 

Mr.  Thomas.  What  about  your  central  supply  activity,  $13.6 
million? 
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General  Hutchison.  That  includes  $6.4  million  for  supply  and  dis- 
tribution costs  of  stock  control,  packaging,  handling,  processing,  and 
inspecting  supplies  and  similar  supply  activities. 

Mr.  Thomas.  Was  that  incurred  stateside  ? 

General  Hutchison.  Mostly  stateside  but  partly  in  Europe. 

Mr.  Thomas.  All  of  your  forces  came  from  Europe  and  their  equip- 
ment stateside.  You  did  not  ship  any  equipment?  You  had  it  ready 
to  go  apparently  and  it  cost  you  money  ? 

General  Hutchison.  The  forces  from  Europe  took  their  own  equip- 
ment with  them.  We  actually  shipped  additional  equipment  and  sup- 
plies from  the  United  States.  We  had  other  ships  en  route  so  that  if  we 
became  involved  in  a shooting  war  we  were  prepared  to  supply  ammu- 
nition and  other  items  required  for  an  augmented  force. 

TRANSPORTATION  EXPENSES 

Mr.  Thomas.  Where  is  that  item  here  for  transportation  ? 

General  Hutchison.  It  is  in  budget  program  2200.  There  is  $4.4 
million  for  “Military  Sea  Transportation  Service,  transportation 
charges.” 

Mr.  Thomas.  How  did  you  arrive  at  this  ? 

General  Hutchison.  I'hese  charges  are  for  chartered  ships  and 
they  were  furnished  by  the  Navy,  the  MSTS. 

Mr.  Thomas.  That  is  a military  transport  service? 

General  Hutchison.  Yes,  sir. 

Mr.  Thomas.  What  is  the  schedule  of  pay  for  that  ? 

General  Hutchison.  It  is  so  much  a day  depending  on  the  type  of 
each  si  lip. 

Mr.  Thomas.  Who  operates  that  ? Is  it  civilian  operated  ? 

General  Hutchison.  Mostly  contract  ships  operated  by  MSTS. 

Mr.  Thomas.  'Wlio  heads  the  operation  of  that  ? 

General  Hutchison.  The  Navy  Department. 

Mr.  Thomas.  It  is  not  operated  by  Navy  personnel?  There  are 
two  or  three  of  us  in  here  that  know  this. 

General  Hutchison.  The  Navy  Department  has  Navy  officers  on 
some  of  them  and  in  the  command  and  staff  organization  of  MSTS, 
but  the  ships  are  operated  by  civilians  under  the  Maritime  Com- 
mission. 

Mr.  Thomas.  Civilian  personnel  in  charge  of  a naval  officer,  but 
the  \vork  is  done  by  civilian  personnel  and  paid  out  of  that  appro- 
priation account,  “Military  sea  transportation”? 

General  Hutchison.  Yes,  sir.  That  is  a revolving  fund. 

Mr.  Thomas.  How  much  of  this  figure  here  of  $4  million  is  a guess 
figure  or  actually  a budgeted  item  ? 

General  Hutchison.  That  is  an  actual  figure  as  a result  of  actual 
billings  by  MSTS. 

Mr.  Thomas.  Give  us  a little  detail  on  that.  We  do  not  want  the 
fund  to  make  any  money  on  us. 

General  Hutchison.  In  July  we  had  19  vessels,  4 passenger  and 
15  cargo;  in  August,  22  vessels,  5 passenger  and  17  cargo;  in  Sep- 
tember, we  had  12,  2 passenger  and  10  cargo;  in  October,  we  had  16 
vessels,  4 passenger  and  12  cargo,  for  a total  of  69  vessels,  with  15 
passenger  and  54  cargo  used.  The  69  vessels  represent  vessel  months 
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upon  wliicli  per  diem  charges  are  established.  The  per  diem  rates  per 
vessel  ranged  from  $1,500  per  day  to  $9,100  per  day. 

Mv.  T HOMAS.  Go  ahead. 

(ieneral  IIutchison.  In  budget  program  2200  we  have  an  item  of 
$1,850,000  for  inland  line  haul  costs.  That  represents  primarily 
rail  costs  from  depots  within  the  United  States  and  in  Europe  to 
])orts  of  embarkation  and  from  ports  to  depots  on  the  retrograde 
movement  of  supplies  and  equipment. 

Mr.  T I lOMAS.  That  is  your  transportation  cost  ? 

General  iruTCiiisoN.  Yes,  sir. 

Mr.  T jio:mas.  The  2200  program. 

General  Hutchison.  All  in  program  2200 — $13.6  million. 

M r.  Tiio:vrAS.  Where  was  that  hauled  to  and  from  ? 

General  Hutchison.  From  depots  in  the  United  States. 

Mr.  T HOMAS.  To  your  port  of  embarkation  ? 

General  Hutchison.  Yes,  sir;  and  from  the  depots  in  Europe  to 
the  ports  of  embarkation  in  Europe,  like  Bremerhaven  or  Leghorn, 
or  whatever  port  the  supplies  and  troops  were  shipped. 

Mr.  Thomas.  Every  move  costs  money  ? 

General  Hutchison.  Yes,  sir. 

Mr.  Thomas.  How  much  of  that  figure  is  a guess  figure  ? 

Genei'al  Hutchison.  That  is  an  accurate  figure  because  we  know 
the  tonnage  shipped  and  we  know  the  rates  per  ton-mile. 

Mr.  Thomas.  Has  all  of  this  equipment  been  returned  ? 

General  Hutchison.  It  has  all  been  returned.  The  amount  re- 
quested includes  the  cost  of  returning  all  of  this  equipment  from  the 
Lebanon  area. 

Mr.  Thomas.  Is  there  any  of  this  expense  in  the  regular  1960  budget, 
or  is  this  all  covered  ? 

General  Hutchison.  All  covered  in  fiscal  year  1959,  sir. 

Mr.  Thomas.  The  turnkey  job  for  the  Middle  East  is  in  the  1959 
regTilar  budget,  and  1959  supplemental  ? 

General  Hutchison.  Yes,  sir. 

Mr.  Thomas.  Go  ahead. 

General  Hutchison.  Then  we  have  $350,000  in  “Port  operations” 
and  we  have  $550,000  in  “Other  transportation  costs.” 

Mr.  Thomas.  IWiat  are  “Other  transportation  costs”  ? 

General  Hutchison.  I would  assume  that  might  be  air  transporta- 
tion of  supplies  to  assist  in  the  rapid  gathering  of  the  critical  items. 

It  is  commercial  air,  I am  told,  for  movement  of  priority  personnel 
and  cargo  from  the  United  States  to  overseas  and  movement  of  per- 
sonnel within  the  United  States  to  STBAC  units. 

Mr.  Thomas.  Is  that  set  out  on  page  8 or  9 ? Is  it  set  out  here  at 
all  ? I do  not  see  it,  if  it  is. 

General  Hutchison.  In  “Armywide  activities,  program  2500”,  we 
have  $6.6  million;  this  consists  primarily  of  the  costs  to  support  the 
communications. 

Mr.  Thomas.  What  was  the  total  on  program  2200  ? $4.1  million  ? 

General  Hutchison,  $13.6  million. 

Mr.  Thomas.  Program  2500  is  what? 

General  Hutchison.  $6.6  million. 

Mr.  Thomas.  What  does  that  cover  ? 

General  Hutchison.  It  covers  primarily  communications  and  map 
support  for  this  operation  ? 
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Mr.  Thomas.  MAP?  Military  Air  Transport  program? 

General  Hutchison.  No,  sir;  maps  of  the  terrain — topographic 
maps. 

Mr.  Thomas.  Go  ahead. 

How  do  you  break  down  your  $6.6  million  ? 

(Discussion  off  the  record.) 

Army  National  Guard 


Program  and  financing 


1958  presently 
available 

1958  revised 
estimate 

Increase 
(+)  or 
decrease  (— ) 

Program  by  activities: 

Direct  obligations: 

1.  Military  personnel-.. 

2.  -\11  other 

$201,252,  681 
133,  547,  319 

$204, 317, 681 
133.  547,319 

+$3, 065, 000 

Total  direct  obligations... 

Reimbursable  obligations: 

1.  Military  personnel 

334,  800,  000 

337,  865  000 

+3, 065, 000 

834,  940 
775,  540 

834,  940 
775,  540 

2.  All  other .. 

Total  reimbursable  obligations 

Total  obligations 

1,  610, 480 

1,  610, 480 

336,  410,  480 

-1, 050,876 
-559,  604 

339, 475,  480 

-1,05C,  876 
-559,604 

+3, 065, 000 

Financing: 

Advances  and  reimbm-sements  from — 

Other  accounts  . .... .... 

N on-Federal  sources 

Appropriation  (new  obligational  authority)  ... 

334,  800,  000 

337,  865,  000 

+3, 065,  000 

Object  classification 


1958  presently 
available 

1958  revised 
estimate 

Increase 
(+)  or 
decrease  (— ) 

Personal  service  obligations: 

Total  civilian  ..  

$93, 145, 363 
163, 110, 033 

$93, 145, 363 
166, 175, 033 

Total  military  

+$3, 065, 000 

Total  personal  service  obligations 

Direct  obligations: 

01  Personal  services 

All  other  . . 

256,  255, 396 

259, 320, 396 

+3, 065,000 

256, 133, 101 
78, 666, 899 

259, 198, 101 
78,  666, 899 

+3, 065, 000 

Total  direct  obligations 

Reimbursable  obligations: 

01  Personal  services 

334, 800, 000 

337, 865,000 

+3, 065, 000 

122,  295 
1, 488, 185 

122, 295 
1, 488, 185 

AH  other  . 

Total  reimbursable  obligations  

Total  obligations 

1, 610,  480 

1, 610, 480 

336, 410, 480 

339,  475, 480 

+3, 065, 000 

Mr.  Thomas.  We  will  now  take  a look  at  the  National  Guard, 
Army.  We  will  insert  page  4 of  the  justifications  at  this  point. 
(The  page  referred  to  follows :) 


Justification  of  Funds  Requested 

The  Army  National  Guard  fiscal  year  1958  deficiency  is  directly  attributable 
to  the  costs  of  civilian  and  military  pay  increases  in  fiscal  year  1958  granted 
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pursuant  to  Public  Laws  85-422  and  85-462.  These  costs  were  estimated  at 
$4,065,000.  The  Army  National  Guard  indicated  that  the  unobligated  balance 
on  June  30,  1058,  would  be  $3,065,000  which  was  applied  to  the  total  require- 
ment of  $4,065,000  leaving  $1  million  as  the  additional  amount  required.  The 
June  30,  1958,  unobligated  balance  of  $3,065,000  was  based  on  preliminary 
obligation  reports  which  have  since  proven  to  be  inaccurate.  It  now  appears 
that  the  $4,065,000  for  the  pay  increase  was  in  fact  required,  of  which  $1  million 
has  already  been  provided. 

The  request  for  $3,065,000  will  provide  a new  obligation  authority  of  $337,865,- 
000  which  will  be  sufficient  to  cover  the  overobligations  directly  attributable 
to  the  increased  pay  costs. 

PAY  INCREASES 

Mr.  Thomas.  You  want  $3,065,000?  What  is  the  basis  of  this? 
Your  justification  says: 

The  Army  National  Guard  for  the  fiscal  year  1958  deficiency  is  directly  at- 
tributable to  the  cost  of  civilian  and  military  pay  increases  in  the  fiscal  year 
1958  granted  pursuant  to  Public  Laws  422  and  462. 

Now,  the  Civilian  Pay  Act  was  passed  in  1959.  Are  you  talking 
about  the  military  pay  bill  of  1958? 

General  McGowan.  That  had  to  be  met  in  the  fiscal  year  1958. 

Mr.  Thomas.  When  was  the  bill  passed’ — in  1957?  Is  that  the  mili- 
tary pay  increase  bill  that  you  are  talking  about? 

General  McGowan.  Yes. 

Mr.  Thomas.  You  refer  here  to  civilian  and  military  pay.  What 
civilian  pay? 

General  McGowan.  The  chairman  is  aware  that  we  have  employed 
in  the  National  Guard  full-time  approximately  18,000  National 
Guard  men  who  are  full-time  technicians  in  the  maintenance  of  our 
equipment  and  the  operation  of  our  supply  establishment. 

Mr.  Thomas.  What  does  that  have  to  do  with  the  1958  bill? 

General  Hutchison.  The  Civilian  Pay  Act,  which  was  made 
retroactive 

Mr.  Thomas.  To  January  1 

General  Hutchison.  January  1,  1958,  and  as  far  as  the  10  percent 
civilian  pay  increase  was  concerned,  we  had  6 months  to  pick  up. 

Mr.  Thomas.  The  last  6 months  of  1958  ? 

General  Hutchison.  Yes.  As  far  as  the  military  pay  raise  was 
concerned,  it  was  made  effective  on  June  1,  so  we  had  to  pick  up  1 
month  of  the  military  increase. 

Mr.  Thomas.  So  there  you  are  with  two  items  ? 

General  Hutchison.  Yes,  sir. 

Mr.  Thomas.  You  say  in  your  justifications : 

These  costs  were  estimated  at  $4,065,000.  The  Army  National  Guard  indi- 
cated that  the  unobligated  balance  on  June  30,  1958,  would  be  $3,065,000,  which 
was  applied  to  the  total  requirement  of  $4,065,000,  leaving  $1  million  as  the 
additional  amount  required. 

The  June  30,  1958,  unobligated  balance  of  $3,065,000  was  based  on 
preliminary  obligation  reports  which  have  since  proven  to  be  inac- 
curate. It  now  appears  that  the  $4,065,000  for  the  pay  increase  was 
in  fact  required,  of  which  $1  million  has  already  been  provided. 

The  request  for  $3,065,000  will  provide  a new  obligation  authority  of  $337,- 
865,000,  which  will  be  sufiicient  to  cover  the  overobligations  directly  attribu- 
table to  the  increase  pay  costs. 

This  is  a regular  deficiency.  Is  it  coming  up  in  the  regular  way, 
or  do  you  violate  the  Antideficiency  Act  ? 
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General  McGowan.  It  is  the  position  of  the  Department  of  De- 
fense that  we  do  not  violate  the  law  by  overexpenditure,  or  over- 
obligation. 

Mr.  Thomas.  How  do  you  break  this  $3,065,000  down  between  mili- 
tary and  civilian  pay?  You  do  not  break  it  down  here  in  your  justi- 
fications. Do  your  green  sheets  show  it?  I looked  them  over  and 
they  do  not  give  us  too  much  help.  You  have  military  pay,  $3 
million.  Apparently  there  is  no  civilian  pay  here;  it  is  all  military. 
Is  that  correct  ? 

General  Hutchison.  Mr.  Chairman,  the  increased  costs  for  the  Na- 
tional Guard  civilian  and  military  personnel  was  originally  calcu- 
lated— $2,465,000  for  civilian  and  $1,600,000  for  the  military. 

General  McGowan.  In  both  cases  they  are  all  National  Guardsmen. 

General  Hutchison.  There  was  a total  requirement  of  $4,065,000 
against  which  we  received  the  $1  million,  leaving  a balance  of 
$3,065,000. 

Mr.  Thomas.  You  paid  your  $1  million  against  your  military  and 
the  other  is  for  your  civilian,  or  is  it  the  other  way  around?  Did 
you  break  it  down  ? 

General  Hutchison.  We  have  not  broken  it  down. 

Mr.  Thomas.  Is  this  an  accurate  figure  now  ? Is  there  any  guess- 
work in  it? 

General  McGowan.  It  is  quite  accurate. 

Mr.  Jonas.  You  had  1 percent  unobligated  balances  accruing  in  each 
of  the  previous  fiscal  years.  How  do  you  account  for  your  failure  to 
follow  that  pattern  in  1958  ? 

General  McGowan.  What  happened  in  1958,  sir,  was  brought  about 
by  what  the  Congress  has  sought  in  the  guard — longer  service  Na- 
tional Guardsman.  Our  rates  of  longevity  have  increased  so  that  we 
have  a longer  term  National  Guardsman  today  than  we  have  ever  had 
in  our  history.  In  fact,  this  1 percent  surplus  that  you  pointed  out 
which  developed  in  the  previous  2 years  did  not  develop  in  this  year 
primarily  for  that  reason. 

Mr.  Thomas.  It  is  not  due  to  a pay  increase ; it  is  due  to  the  boys 
staying  in  a little  longer  ? 

(^neral  McGowan.  That  is  correct,  reenlistments  are  up  and  we 
are  getting  a professional  long-term  National  Guard. 

Mr.  Kir  WAN.  I have  enjoyed  the  hearing  this  morning.  You  are 
giving  a complete  report  here  this  morning  of  your  stewardship. 
What  you  are  talking  about  here  is  accurate.  You  know  it  is  accurate. 
You  owe  the  money.  I do  not  think  there  is  any  human  who  can  tell 
when  they  make  the  budget  on  items  such  as  these,  exactly  what  it  is 
going  to  cost,  or  what  will  happen  in  tlie  next  year. 

The  budget  for  national  defense  is  tlie  biggest  in  the  budget,  and 
yet  you  are  coming  back  here  this  morning  before  the  Appropriations 
Committee  to  tell  where  every  dollar  went.  I am  glad  these  programs 
are  not  being  handled  through  the  back  door  approach  to  the  Treas- 
ury as  are  many  through  harrowing  authorizations  and  other  devices. 
I am  happy  to  be  here  on  this  side  of  the  table  to  hear  you  make  your 
report.  I know  what  you  have  said  this  morning  is  accurate.  It 
costs  that  much  money.  But  you  do  not  know  what  it  is  going  to  cost 
when  it  starts.  You  and  no  one  else  knew  that. 

General  Hutchison.  We  never  know. 
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Mr.  Kikwan.  You  never  know  what  it  is  going  to  cost.  I am  glad 
tliat  I am  liere  this  morning  to  listen  to  the  testimony  of  you  men  and 
again  1 repeat  I think  it  is  a better  system  when  you  come  before  the 
Appropriations  Committee  and  account  for  your  expenditures  com- 
paivd  to  some  programs  which  merely  go  directly  to  the  Treasury 
and  get  the  money  without  any  financial  review. 


TOTAL  COST  OF  LEBANON  OPERATION 

Mr.  llooNEY.  I have  listened  with  interest  to  the  discussion  with 
regard  to  the  cost  of  the  expedition  in  Lebanon.  Can  you  tell  us  the 
total  cost  including  the  Navy  and  the  Air  Force? 

General  Hutchison.  No,  sir;  I do  not  know. 

General  Moore.  If  I may,  I will  insert  into  the  record  that  figure 
for  the  committee. 

Mr.  Rooney.  Will  you  please  do  so,  and  break  it  down  for  each  of 
the  services? 

General  Moore.  Yes,  sir. 

(The  following  information  was  subsequently  supplied :) 

Lebanon-Taiwan  Operations 

Additional  costs,  amounts  absorbed,  and  supplemental  request  (H.  Doc.  68) 


Army: 

Military  personnel 

Operation  and  maintenance 

Total,  Army 

Navy: 

Military  personnel,  Navy 

Military  personnel.  Marine  Corps. 
Marine  Corps  troops  and  facilities. 

Aircraft  and  facilities 

Ships  and  facilities 

Ordnance  and  facilities 

Medical  care 

Civil  engineering 

Servicewide  supply  and  finance-__ 
Servicewide  operations 

Total,  Navy 

Air  Force: 

Operation  and  maintenance 

Military  personnel 

Total,  Air  Force. 

Total,  Department  of  Defense.. 


Additional 

costs 

Amount 

absorbed 

Supplemental 

request 

$19, 091, 000 
28, 400, 000 

$19, 091, 000 
3, 400, 000 

$25, 000, 000 

47, 491, 000 

22, 491, 000 

25, 000,  OOO 

35, 549, 000 
8,  254, 000 

3. 247. 000 
11,  671, 000 
19,  758, 000 

1,  300,  000 

429. 000 

180. 000 

2. 163. 000 
400, 000 

16, 312,  000 

8. 254. 000 

3. 247. 000 

19, 237, 000 

11, 671, 000 
12,  597, 000 

1. 300. 000 

429. 000 

180. 000 

2. 163. 000 
400, 000 

7, 161, 000 

82, 951,  000 

34, 974, 000 

47, 977, 000 

56, 384, 000 
6,  OOO,  000 

56, 384,  000 

6, 000, 000 

62, 384, 000 

56, 384,  000 

6, 000, 000 

192, 826, 000 

113, 849, 000 

78, 977, 000 

TRANSPORTATION  OF  PERSONNEL  BY  COMMERCIAL  AIRLINES 

Mr.  Rooney.  I notice  either  here  in  the  justifications  or  in  the  state- 
ment that  was  read,  that  included  in  this  request  is  money  to  pay  for 
the  transfer  of  1,000  personnel  by  commercial  airlines  in  connection 
with  the  Lebanon  landing. 

General  Hutchison.  Yes,sir. 

Mr.  Rooney.  Where  were  they  moved  from  ? 

General  Hutchison.  I would  say  that  involved  moving  personnel 
into  units  alerted  to  go  overseas  and  movement  of  critical  equipment 
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and  the  return  of  military  personnel  and  dependents  to  CONUS,  from 
Europe.  These  personnel  were  at  the  port  for  surplus  return  but 
scheduled  shipping  was  diverted  to  Lebanon  operations. 

Mr.  Rooney.  F rom  where,  Germany  ? 

General  Hutchison.  From  the  United  States.  We  might  have  units 
which  have  2-year  inductees  who  have  only  maybe  a month  or  2 months 
to  serve.  We  have  to  move  them  out  of  units  and  replace  them  with 
men  who  have  a reasonable  length  of  service  to  perform.  At  the  same 
time  we  may  have  shortages  in  certain  specialists,  and  we  have  to  fill 
shortages  in  units  that  are  alerted  for  overseas  movement. 

Mr.  Thomas.  Did  not  the  Air  Force  fiy  a lot  of  these  people  over 
there  by  every  means  ? 

Mr.  Rooney.  That  is  my  point.  There  is  a statement  in  the  justifi- 
cations that  the  Air  Force  flew  3,000  personnel.  My  question  is  why 
did  not  the  Air  Force  fly  4,000,  and  we  would  not  have  to  pay  for  the 
commercial  airlines  ? 

General  Hutchison.  The  3,000  you  referred  to  were  moved  by  the 
Air  Force  Troop  Carrier  Command  from  Germany  to  Lebanon.  At 
least  that  is  my  understanding.  The  Air  Force  does  not  run  scheduled 
MATS  in  the  continental  United  States.  For  air  movement  of  indi- 
vidual military  personnel  within  the  continental  United  States  we 
move  many  of  our  military  personnel  by  commercial  air. 

Mr.  Rooney.  Are  we  to  understand  that  this  money  for  payment 
of  commercial  airlines,  for  1,000  personnel,  was  all  in  the  continental 
United  States  ? 

General  Hutchison.  Yes,  I would  say  so  for  the  greater  part  of  the 
1,000  personnel. 

Mr.  Rooney.  And  the  total  cost  was  how  much  ? 

General  Hutchison.  $550,000. 

Mr.  Rooney.  That  would  be  $550  a head. 

General  Hutchison.  Some  of  that  may  represent  the  shipment  of 
technicians  from  the  United  States  to  Lebanon. 

Mr.  Thomas.  At  lot  of  that  was  statesside  personnel  as  sure  as  the 
world. 

Mr.  Rooney.  And  MATS  was  not  in  a position  to  handle  that  ? 

General  Hutchison.  I would  say  not,  sir,  if  they  were  making 
these  shipments  from  Germany  to  Lebanon.  I would  imagine  they 
would  keep  a large  portion  of  their  fleet  in  case  actual  combat  broke 
out  in  Lebanon.  We  would  want  that  airlift  in  Germany  where  we 
would  have  our  closest  troops. 

Mr.  Rooney.  Please  insert  at  this  point  in  the  record  a statement 
in  answer  to  the  questions  asked.  Give  us  exact  figures,  where  they 
were  flown,  the  bulk  of  them,  and  exactly  what  this  is  all  about.  I 
was  surprised  when  I read  these  justifications,  to  find  that  the  Air 
Force  flew  3,000  and  you  had  to  get  commercial  airlines  to  fly 
another  1,000.  I was  under  the  impression  that  the  Air  Force  was 
in  a position  to  fly  all  of  the  4,000  personnel. 

General  Moore.  W e will  do  that  Mr.  Chairman. 

(The  following  information  was  supplied  for  the  record:) 
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Airlift  of  Personnel  by  MATS  and  Civilian  Airlines 

During  the  period  July  15  to  October  31,  1958  the  U.S.  Army  Combat  Force  to 
Lebanon  attained  a strength  of  7,434.  This  force  was  deployed  primarily  from 
Europe  with  some  technical  support  from  CONUS  as  follows : 

(a)  Three  thousand  troops  were  airlifted  from  Europe  to  Lebanon  by  the  Air 
Force  Troop  Carrier  Command  at  no  cost  to  the  Army. 

(b)  Four  thousand,  four  hundred  and  thirty-four  troops  were  transported 
from  Europe  to  Lebanon  by  MSTS  for  which  the  Army  has  been  billed. 

In  addition  U.S.  Army  capability  in  Lebanon  was  increased  on  a temporary 
duty  emergency  basis  by  the  provision  of  on  the  spot  technical  and  specialist 
military  personal  and  support.  These  moves  as  summari2sed  below  were  ac- 
complished by  MATS  with  billing  to  U.S.  Army. 

(a)  Twenty-.«^ix  S'gnal  and  Ordnance  personnel  with  56  tons  of  Signal  equip- 
ment in  three  special  C-124  cargo  planes. 

(b)  Forty-six  Technical  Service  personnel,  in  three  groups  with  4,000  pounds 
of  Signal  pictorial  equipment. 

(c)  Sixteen  additional  Headquarters,  Department  of  Army,  personnel. 

An  additional  requirement  developed  when  scheduled  water  transportation  was 
diverted  from  the  Europe-CONUS  run  to  support  the  Lebanon  operations.  There 
were  557  military  personnel  and  their  dependents  being  processed  in  the  Euro- 
pean port  areas  for  return  to  CONUS.  This  diversion  of  transportation  and  the 
need  to  clear  the  port  areas  in  preparation  for  the  increase  in  port  operations  for 
Lebanon  necessitated  the  substitution  of  commercial  air  to  move  the  557  per- 
sonnel to  CONUS.  The  cost  of  this  move  was  intially  charged  to  “Operation 
and  maintenance,  Army”  and  will  be  corrected. 

In  this  regard  it  should  be  noted  that  the  airlift  of  personnel  from  Europe 
to  CONUS  is  normally  provided  by  MATS.  When  the  above  demand  was  placed 
upon  MATS,  this  agency  could  not  provide  the  requested  service  as  they  were 
fully  committed.  Therefore  the  individual  must  travel  by  commercial  air  which 
requires  the  direct  citation  of  Department  of  the  Army  funds,  MPA  appropria- 
tion, to  the  airlines. 

Mr.  Jonas.  I would  like  to  have  an  accurate  figure  on  the  cost  of 
that  IMideast  operation,  too,  but  in  compiling  those  figures  I think 
it  will  be  necessary — am  I correct  in  this.  General — it  will  be  neces- 
sary to  show  only  the  additional  costs  that  were  incurred  which  would 
exclude  ordinary  military  pay  ? 

Mr.  Kooney.  I am  glad  that  you  brought  that  out.  My  question  was 
directed  to  what  this  operation  cost  over  and  above  the  normal  opera- 
tions of  the  Armed  Forces. 

Mr.  Jensen.  I want  to  say  this  has  been  very  enlightening  for  me. 
I was  quite  surprised  to  learn,  as  was  Mr.  Rooney 

Mr.  Rooney.  May  I interrupt  you  a second  ? I want  to  clear  this 
up  before  you  ask  the  next  question,  which  I know  is  going  to  be 
interesting. 

The  Air  Force  flew  without  charge  the  3,000  personnel  from; 
Germany ; is  that  correct  ? 

General  Hutchison.  That  is  correct. 

Mr.  Rooney.  And  you  do  not  have  anything  to  cover  that  in  this 
budget,  or  any  other  budget  ? 

General  Hutchison.  Nothing  in  here  to  cover  that. 

Mr.  Rooney.  But  there  is  contained  herein  the  amount  of  $550,000 
to  pay  for  the  commercial  airlines ; is  that  correct  ? 

General  Hutchison.  That  is  correct,  sir. 

Mr.  Jensen.  That  clears  that  up,  so  far  as  the  Air  Force  is 
concerned. 

Now,  I have  naturally  supposed  that  our  own  Government-owned 
ships  hauled  all  of  this  equipment  and  the  men  to  Lebanon. 

Did  we  hire  commercial  transportation?  Was  that  necessary? 
Was  it  necessary  to  hire  commercial  transportation  to  Lebanon  be- 
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cause  of  the  fact  that  the  Navy  did  not  want  to  take  ships  from  other 
areas  where  they  might  be  needed  in  the  event  of  some  action,  or  just 
why  was  it  necessary  to  hire  commercial  ships  to  do  this  hauling  ? 

General  Hutchison.  As  you  know,  sir,  the  Military  Sea  Transport 
Service  operates  cargo  and  passenger  vessels  for  all  of  the  military 
services.  Whether  they  are  actually  Navy-owned  vessels,  or  whether 
they  are  chartered  vessels  makes  no  difference  to  the  Army,  because 
we  have  to  pay  the  Military  Sea  Transportation  Service. 

Mr.  Jensen.  I realize  that.  However,  it  makes  a difference  to  the 
taxpayers  of  America  whether  or  not  they  are  hired  or  not. 

Mr.  Kooney.  These  ships  were  formerly  known  as  the  Army  Trans- 
port Service  ? 

General  Hutchison.  Part  of  these  ships  probably  were;  yes. 

Mr.  Rooney.  I am  not  referring  to  specific  ships,  but  the  operation 
was  formerly  known  as  the  Army  Transport  Service  ? 

Mr.  Thomas.  This  is  a Government-operated  unit.  This  is  not 
private  enterprise.  They  have  an  element  of  cost  in  them  over  and 
above  what  you  are  talking  about.  You  have  not  asked  the  ques- 
tion whether  they  hired  anybody  other  than  the  Military  Transport 
Service.  There  may  be  an  element  of  cost  in  there. 

Mr.  Jensen.  That  is  right.  I am  wondering  why  it  was  necessary 
to  go  to  the  expense  of  hiring  outside  sea  transportation  to  get  men 
and  equipment  to  Lebanon. 

General  Moore.  May  I very  briefly  attempt  to  answer  your  ques- 
tion ? 

First,  we  operate  the  Military  Sea  Transport  ships  with  three  kinds 
of  assets — those  ships  we  own  and  which  are  in  the  service  and  are 
estimated  to  carry  the  load  for  the  foreseeable  future — for  1 month, 
for  6 months,  or  12  months,  and  so  forth.  Second,  ships  in  moth- 
balls which  on  occasion  we  can  pull  out  and  put  into  service  if  there 
be  an  additional  load,  and  if  there  be  time  enough,  and  third,  a cer- 
tain portion  of  our  load  which  is  carried  in  ships  chartered  from  time 
to  time  on  a daily  charter  basis. 

Mr.  Jensen.  You  mean  ships  that  already  ply  back  and  forth  from 
these  points? 

General  Moore.  We  charter  them  from  commercial  shipping  inter- 
ests for  the  duration  of  the  voyage  that  we  anticipate. 

Mr.  Thomas.  You  go  over  to  the  Maritime  Administration  and  pull 
out  a half  dozen? 

General  Moore.  Yes.  Another  thing  is,  and  this  must  not  be  lost 
sight  of,  there  is  no  appropriation  for  these  operations.  They  used 
to  get  an  appropriation  years  ago  and  they  hauled  everything  free, 
and  sometimes  they  went  empty  and  when  they  operated  a ship  half 
empty  they  had  enough  money  to  pay  for  it  from  the  appropriation. 
As  an  economy  measure  the  Department  put  the  Transport  Service  on 
a working  fund  basis  and  if  they  do  not  get  paid  for  hauling  people 
or  tonnage  they  must  go  out  of  business.  So  as  soon  as  one  less  ship 
operating  will  carry  the  load  that  ship  is  disposed  of,  first  to  in- 
dustry or  to  mothballs,  or  put  in  drydock. 

Mr.  Jensen.  As  I understand  it,  you  do  the  thing  in  the  most  ex- 
peditious way.  If  you  had  the  time  it  would  not  be  necessary  to  em- 
ploy commercial  shipping;  is  that  right?  Is  that  a fair  statement? 
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(iCMienil  IIuTcmsox.  In  an  emergency  like  this  we  hoped  that  it 
would  not  Ixi  very  long.  It  would  be  cheaper  to  hire  a commercial 
vessel  already  in  operation  rather  than  take  one  out  of  mothballs 
and  relit  it  and  hire  the  crew,  and  so  forth. 

Mr.  dKNSEN-.  Now  we  are  getting  down  to  the  doughnut.  That  is 
(‘xaclly  what  I am  trying  to  find  out.  I am  asking  a question  possibly 
that  99  out  of  100  American  people  would  ask  who  are  not  familiar 
with  your  operations.  It  is  not  bad  to  have  such  answers  in  the  rec- 
ord. So  much  for  that. 

CIVILIAN  PERSONNEL  EMPLOYMENT 

I low  many  civilian  personnel  will  the  Army  have  at  the  present 
time  on  the  payroll  ? Can  you  give  that  figure,  offhand  ? 

General  Hutchison.  In  round  numbers  400,000.  We  can  supply 
the  exact  figure  for  the  record. 

Mr.  Jensen.  Also,  you  have  the  WAC’s. 

General  Hutchison.  Yes. 

Mr.  Jensen.  The  chairman  has  just  requested  that  the  figure  be 
broken  down  between  the  civil  service  employees  and  the  blue-collar 
eni])loyees.  The  blue-collar  employees  are  the  men  that  do  the  physi- 
cal labor. 

General  Hutchison.  We  can  supply  that. 

(The  information  is  as  follows :) 

Department  of  the  Army  direct  hire  civilian  personnel  as  of  Jan.  31, 1959 


Graded 221,  543 

Ungraded  (blue  collar  and  non-U. S.  citizens) 185,663 

Total 407,  206 


Note. — Includes  military  functions,  civil  functions,  and  mutual  assistance  programs. 

Mr.  Jensen.  Are  the  WAC’s  doing  clerical  work  at  all  today? 

General  Hutchison.  Yes;  some  of  them  are  doing  clerical  work. 
Many  are  working  as  assistants  in  hospitals. 

Mr.  Jensen.  The  reason  I asked  the  question,  when  the  Congress 
instituted  the  WAC’s  it  was  the  understanding  that  they  would  go 
into  the  service  and,  generally  speaking,  would  do  clerical  work  and 
thus  relieve  men  to  fight.  In  a few  plain  words,  that  is  what  the 
Congress  understood.  I was  here  when  the  law  was  passed.  It  was 
not  long  before  we  found  we  were  adding  additional  clerical  help 
even  after  we  had  brought  in  the  WAC’s  which,  as  I said,  were  sup- 
posed to  do  clerical  work  as  well  as  other  activities. 

Now,  you  have  400,000  civilian  employees.  Can  you  tell  me  right 
now  how  many  of  those  are  doing  clerical  work,  administrative  work  ? 

General  Hutchison.  No  ; I cannot  give  you  a breakout  in  that  cate- 
gory. The  400,000  include  the  military  functions  and  the  civil  func- 
tions— all  the  military  construction. 

Mr.  Jensen,  Under  the  Army  Engineers  ? 

General  Hutchison.  Under  the  Army  Engineers.  It  covers  a wide 
gamut  of  employees.  I think  most  of  the  clerks  that  you  talk  about 
would  be  paid  under  the  “Operation  and  maintenance  appropriation,” 
the  one  that  we  were  discussing  this  morning,  and  we  have  something 
like  300,000  civil  employees  under  this  appropriation.  We  can  fur- 
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nisli  a breakdown  of  the  number  of  clerical  personnel  in  this  appropria- 
tion, which  I think  would  probably  answer  your  request. 

Mr.  Jensen.  You  also  have  military  personnel  that  do  clerical  work, 
do  you  not? 

General  Hutchison.  Yes,  to  a limited  degree.  I do  not  think  it  is 
very  prevalent  now,  except  with  the  WAC’s.  We  do  have  some,  par- 
ticularly in  the  oversea  areas. 

Mr.  Jensen.  I do  not  mind  telling  you  that  I am  always  of  the 
opinion  that  we  have  more  civilian  personnel  doing  clerical  work 
than  possibly  was  needed.  From  my  standpoint  and  from  my  knowl- 
edge of  the  situation — and  I have  been  on  this  Appropriations  Com- 
mittee for  17  years  and  for  a couple  of  years  I delved  pretty  thor- 
oughly into  the  personnel  of  every  department  and  agency,  bureau 
and  commission  in  the  Government,  including  the  Army — and  I have 
come  to  the  conclusion  that  the  Army  is  not  much  different  from  other 
agencies  of  the  Government  in  the  fact  that  they  were  overstaffed, 
especially  in  the  civilian  personnel  to  the  end  that  the  civilian  per- 
sonnel were  relieving  the  lower  grades  in  the  Army  from  doing  their 
proper  part  in  clerical  work.  I do  not  think  there  is  any  question 
about  it.  I can  tell  you  that  right  now,  and  I do  not  want  to  be  critical. 
It  is  not  my  nature.  I am  a great  believer  in  the  military,  and  a great 
advocate  of  the  National  Guard.  I have  more  National  Guard  units 
in  my  district  than  in  any  other  district  in  the  United  States.  I think 
the  record  will  show  that  for  the  Seventh  Iowa  District,  and  they  do 
great  work.  I saw  them  operate  in  the  flood  that  raced  down  through 
my  little  villages  and  believe  you  me  they  w^ere  on  the  job,  and  what 
a job  they  did.  I was  proud  as  a peacock,  and  I said  to  my  people, 
“This  proves  to  me  that  my  support  of  the  National  Guard  has  been 
completely  justified,  not  only  in  peacetime  but  in  wartime,”  and  so 
I felt  pretty  good  about  it,  and  I so  expressed  myself. 

General  McGowan.  The  34th  Division  in  World  War  II  was  one 
of  our  best  divisions. 

Mr.  Jensen.  They  walked  off  the  gangplank  first  in  the  last  war. 
We  are  pretty  proud  of  the  34th  Division. 

General  McGowan.  We  would  have  to  search  very  hard  to  find  a 
poor  one.  We  did  not  mention  the  36th  of  Texas. 

Mr.  Jensen.  The  towns  of  Red  Oak  and  Shenandoah  are  in  my 
district  and  they  suffered  a terrific  loss  from  that  flood.  It  was  a terri- 
ble thing,  but  they  took  it  like  real  patriots. 

Now,  Mr.  Chairman,  I do  not  want  to  belabor  this  thing. 

Mr.  Thomas.  All  right. 

Mr.  Jensen.  But  I am  not  quite  satisfied  with  the  fact  that  I feel 
that  the  Army  and  the  Navy  and  the  Air  Force  are  all  overstaffed 
with  civilian  employees,  and  I think  it  is  something  that  could  be 
looked  into.  As  I say,  1 went  into  this  very  thoroughly  a few  years 
ago  and  my  findings  were  that  you  had  too  many  people  sitting 
around,  civilians,  doing  the  job,  or  putting  up  a position  and  trying 
to  do  a job  that  the  regular  military  low-grade  soldier,  sailor,  marine 
and  Air  Corps  men  could  be  doing.  It  would  save  a lot  of  money. 
I think  it  is  worth  looking  into,  my  friends. 

General  Hutchison.  I know  that  the  Department  of  the  Army  for 
many  years  has  made  it  a policy  to  free  as  many  military  for  strictly 
military  duty  as  is  possible  in  order  to  provide  the  best  combat  pos- 
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ture  with  tlie  available  military  strength.  Certainly,  in  certain  sec- 
tions of  tliis  country  and  oversea  areas  we  can  hire  civilian  employees 
clieaper  than  we  can  support  the  military.  In  other  words,  especially 
the  lower  grade  civilians  are  much  less  expensive  than  to  utilize  the 
military.  I recognize  it  is  a very  complicated  problem. 

Mr.  Jensen.  You  are  right,  but  if  they  are  not  needed  then,  of 
coui*se,  it  is  an  unnecessary  expenditure. 

General  Hutchison.  I would  certainly  agree  with  that. 

UTILIZATION  OF  MILITARY  SEA  TRANSPORT  SERVICE  VESSELS  IN  LEBANON 

OPERATION 

Mr.  Bow.  General,  going  back  to  the  ships,  were  all  the  ships  that 
you  mentioned  here  in  the  amount  involved  in  this  budget  in  actual 
operation  for  the  expedition  to  Lebanon,  or  were  some  on  a standby 
basis? 

General  Hutchison.  I cannot  answer  that  question,  but  we  can  get 
the  information  and  insert  it  in  the  record  at  this  point. 

Mr.  Bow.  Would  you  also  insert  in  the  record  the  vessels  that  were 
not  in  the  regular  transport  system,  those  that  you  got  from  the  out- 
side, and  give  some  breakdown  on  the  actual  operation  ? 

General  Hutchison.  We  will  be  very  happy  to  furnish  that  for  the 
record. 

(The  following  information  was  supplied  later.) 

Utilization  of  MSTS  in  Lebanon  Emergency 

All  vessels  used  in  the  Lebanon  operations  were  MSTS  vessels.  The  first 
shipment  was  made  on  July  16,  1958,  from  Leghorn,  Italy,  to  Beirut.  During 
the  period  July  16  through  October  31,  1958,  69  separate  trips  were  accomplished 
by  MSTS  vessels.  In  most  instances  the  same  vessel  was  used  several  times 
between  European  ports  and  Lebanon.  In  the  same  period  there  were  3 re- 
supply shipments  from  CONUS  ports  to  the  Lebanon  area  on  regular  MSTS 
shipments  costing  $248,364.  The  costs  in  the  budget  are  based  on  actual  bill- 
ings to  the  Army  from  MSTS. 

EVACUATION  OF  PERSONNEL  FROM  LEBANON  AREA 

Mr.  Bow.  I have  one  further  question.  In  your  costs  of  this  Mid- 
east operation,  were  there  any  funds  involved  that  were  used  for  the 
evacuation  of  personnel  from  the  Mideast  ? 

General  Hutchison.  The  $25  million  covers  not  only  the  move- 
ment of  the  personnel  into  the  Middle  East,  but  also  the  retrograde 
movement  of  both  personnel  and  supplies. 

Mr.  Bow.  Was  some  of  that  civilian  evacuation  American  civilians? 

General  Hutchison.  Not  that  I know  of. 

Mr.  Thomas.  There  is  some  in  there. 

General  Hutchison.  We  did  not  finance  any  that  I know  of. 

Mr.  Bow.  The  State  Department  handles  that  evacuation  and  that 
is  the  reason  I asked  the  question,  to  see  that  we  do  not  have  any  dupli- 
cation here. 
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Mr.  Thomas.  It  certainly  says  in  the  justifications  some  place  that 
you  had  a few  civilians  that  you  evacuated.  You  may  have  charged 
it  over  to  the  State  Department.  That  is  immaterial.  You  may 
proceed. 

Mr.  Bow.  I would  like  to  have  that  to  see  that  there  is  no  duplica- 
tion here  of  evacuation  for  the  military  of  civilian  personnel  that 
might  be  charged  to  the  Department  of  State. 

Mr.  Eooney.  I think  when  the  general  mentioned  the  retrograde 
movement  of  personnel  he  was  speaking  of  the  end  of  the  tour  there 
sometime  in  October. 

General  Hutchison.  When  we  closed  out  the  operation,  when  we 
moved  all  of  the  military  out.  The  civilian  technicians  that  we  had 
.there  were  moved  out. 

Mr.  Bow.  At  the  conclusion  of  the  operation  ? 

General  Hutchison.  Yes. 

Mr.  Bow.  I wish  you  would  check  on  it  and  see  whether  or  not  in 
this  item  you  have  any  expense  for  the  evacuation  of  civilians  at  the 
time  of  the  emergency. 

General  Hutchison.  Offhand,  I would  say  not,  but  we  will  look 
into  it  further  and  insert  a statement  in  the  record. 

(The  information  requested  follows :) 

Evacuation  of  American  Personnel  From  Lebanon  Area 

Insofar  as  the  Department  of  the  Army  can  ascertain  any  evacuation  of 
American  personnel  from  the  Lebanon  area  was  accomplished  by  the  U.S.  State 
Department. 

Mr.  Bow.  General  McGowan,  let  me  say  this  to  you,  I hope  you 
have  throughout  the  Nation  as  distinguished  officers  as  the  new  Com- 
manding General  of  the  37th  Division  in  Ohio.  General  Windom, 
in  my  estimation,  is  not  only  a great  and  distinguished  American, 
but  a very  fine  officer.  I had  the  pleasure  when  I was  a war  corre- 
spondent of  serving  in  the  Philippines  with  his  regiment.  I have 
spent  a great  deal  of  time  with  him.  I consider  him  one  of  the  real 
fuie  citizens  of  Ohio  and  certainly  a very  great  soldier. 

General  McGowan.  He  compares,  and  I am  sure  he  does  with  his 
predecessors. 

General  Beightler  who  led  the  35th  Division  throughout  the  entire 
Pacific  war  I am  sure  is  recognized  as  one  of  the  great  general  officers 
in  modern  history.  Supporting  him  were  General  Kreber  and  Colonel 
Windom  both  of  whom  have  now  commanded  the  great  National 
Guard  Division  of  Ohio.  The  37th  Division  had  a great  record  in 
World  War  I as  well  as  World  War  II. 

Mr.  Bow.  No  one  could  ever  touch  General  Beightler. 

Mr.  Thomas.  Thank  you,  gentlemen. 
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Wednesday,  February  25,  1959. 
DEPARTMENT  OF  THE  NAVY 

WITNESSES 

REAR  ADM.  G.  F.  BEARDSLEY,  USN,  DEPUTY  COMPTROLLER  OF 
THE  NAVY 

REAR  ADM.  L.  ENSEY,  USN,  ASSISTANT  COMPTROLLER  OF  THE 
NAVY,  BUDGET  AND  REPORTS 
COMDR.  J.  W.  M.  MONTGOMERY,  USN,  CHIEF  STAFF  OFFICER 

Mr.  Thomas.  The  committee  will  please  come  to  order. 

We  have  with  us  some  of  our  distinguished  friends  from  the  Navy. 
We  liave  all  of  the  top  brass  of  the  Navy  this  morning.  We  have 
a distinguished  group  here  and  we  are  delighted  to  have  you. 

General  Statement  of  Assistant  Comptroller,  Director  of  Budget 

AND  Reports 

Admiral  Ensey.  Mr.  Chairman  and  members  of  the  committee,  I 
appreciate  the  opportunity  to  appear  before  you  today  in  support  of 
the  Navy  supplemental  appropriation  request.  This  request  covers  a 
deficiency  for  fiscal  year  1958  and  supplemental  funds  for  1959,  Navy 
requirements  for  supplemental  funds  have  been  occasioned  by  new  and 
unbudgeted  costs  arising  from  a number  of  causes,  the  most  important 
of  which  I would  like  to  mention  briefly. 

It  is  of  note  that  wherever  possible,  increased  costs  have  been  ab- 
sorbed within  existing  programs.  The  appropriations  which  Tve  are 
requesting  today  represent  net  expenses  which  are  beyond  our  capabil- 
ity to  absorb  within  funds  available. 

Attached  to  tliis  statement  are  two  tables  for  the  information  of  the 
committee  which  are  at  this  point  submitted  for  the  record.  Table 
No.  1 provides  a schedule  of  the  Navy  request  by  program  and  appro- 
priation. Table  No.  2 is  an  analysis  of  supplemental  requirements 
showing  obligations  and  expenditures  generated  by  this  request, 

TOTAL  REQUIREMENTS 

The  total  of  all  Navy  supplemental  requirements  for  fiscal  years 
1958  and  1959  is  $136,526,000.  Briefly,  funds  are  requested  for  the 
following  programs : 


Table  1. — Fiscal  year  1969  supplementals  and  fiscal  year  1958  deficiency — New  ohligational  authority  by  program,  by  appropriation  title 

H.  Doc.  68  and  — 

. _ [In  thousands  of  dollarsl 
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and  net  expenditures  {H.  Docs.  58  and  — ) 
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Classified  and  scientific  pay  increases $52,264,000 

Middle  East  and  Taiwan  costs 47,977,000 

1 )iMrt‘ndciits’  iiuMlical  care,  1958 9,050,000 

Medical  care  costs,  1959 7,457,000 

Antarcti(-  oi)erations  costs 2^280,000 

All  other 17,498,000 


Total 136,526,000 


CLASSIFIED  PAY  INCREASES 

A total  of  $52,264,000  is  included  for  classified  pay  increases  enacted 
subsequent  to  the  presentation  of  the  1959  budget  and  which  are 
beyond  the  capability  of  the  department  to  absorb  within  currently 
available  funds.  It  is  of  note  that  the  total  increased  Navy  costs 
resulting  from  Public  Law  85-462,  Federal  Employees  Salary  In- 
crease Act  of  1958  was  $85  million.  Wage  Board  increases  during  the 
year  imposed  an  added  cost  of  $71  million.  Of  this  total  civilian  pay 
increase  of  $156  million,  more  than  $104  million  will  be  absorbed,  leav- 
ing a balance  of  $52,264,000.  The  President’s  communication  of  Feb- 
ruary 11  (House  Document  No.  58)  contains  $39,640,000  of  this 
amount  and  the  remaining  $12,624,000  is  found  in  a subsequent  com- 
munication. 

MIDDLE  EAST  AND  TAIWAN  COSTS 

As  you  will  recall,  it  was  in  July  of  last  year  that  the  Navy  was 
called  upon  to  land  marines  in  Lebanon.  Scarcely  a month  later,  on 
August  23,  it  became  necessary  to  augment  the  7th  Fleet  as  a result 
of  Communist  pressure  in  the  Taiwan  area. 

The  increased  and  unabsorbed  costs  of  these  Middle  East  and  Tai- 
wan operations  through  the  period  ending  October  31,  1958,  have 
generated  this  request  for  $47,977,000.  The  largest  increment  of  these 
costs  is  for  the  pay  of  military  personnel  retained  on  active  duty  be- 
yond their  planned  release  dates  because  of  these  critical  situations. 
The  remaining  costs  occurred  in  seven  operating  appropriations  and 
resulted  from  accelerated  operations  and  greater  usage  of  supplies, 
spare  parts  and  equipments,  both  in  the  Mediterranean  and  the  Far 
East.  Added  costs  were  incurred  because  the  increased  tempo  of  oper- 
ations necessitated  a speedup  of  ship  and  aircraft  overhaul  and  repair 
activity  in  the  continental  United  States. 

MEDICAL  CARE 

A deficiency  of  $9,050,000  exists  in  the  appropriation  “Medical  care. 
Navy,  1958,”  and  additional  funds  are  required  to  liquidate  obligations 
properly  established  under  the  dependents’  medical  care  program.  A 
report  of  violation  of  administrative  control  of  appropriations  regu- 
lation has  been  filed  by  the  Department  of  the  Navy. 

This  deficiency  was  due  to  increased  patient  load  and  higher  hos- 
pitalization rates  for  the  care  of  dependents  of  military  personnel  in 
non-Naval  medical  facilities.  Because  of  the  then-existing  program 
regulations,  dependents  of  military  personnel  in  all  services  were  per- 
mitted complete  freedom  of  choice  with  respect  to  the  medical  care  ob- 
tained through  Government  or  through  private  medical  facilities.  As 
the  program  regulations  were  jointly  agreed  to  by  the  Department  of 
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Defense  and  the  Department  of  Health,  Education,  and  Welfare^  obli- 
gations incurred  in  this  program  were  not  subject  to  unilateral  control 
by  the  Navy. 

On  October  1, 1958,  the  program  regulations  were  modified  in  order 
to  limit  the  use  of  civilian  medical  facilities  and  to  increase  the  use 
of  military  medical  facilities  to  treat  dependents  of  military  personnel. 

A supplemental  request  for  medical  care.  Navy,  1958,  was  denied  by 
Congress  last  year.  Such  denial  has  not  eliminated  the  overobligation 
and  so  the  Department  of  the  Navy  is  now  requesting  a deficiency  ap- 
propriation in  the  amount  of  $9,050,000. 

For  fiscal  year  1959,  $7,457,000  is  needed  to  augment  medical  care 
funds.  Increased  utilization  of  other  Federal  hospitals  for  care  of 
active  duty  and  retired  naval  personnel  and  their  eligible  dependents 
accounts  for  $3,214,000  of  this  total. 

Mr.  Thomas.  Let  me  interrupt  you  about  your  deficiency  in  your 
regular  medical  program.  Most  of  that  came  about  because  of  your 
medical  care? 

Admiral  Ensey.  Yes. 

Mr.  Thomas.  I find  when  I do  not  pay  my  bills  on  time  my  creditors 
shut  me  off. 

Admiral  Ensey.  The  Army  pays  the  bills.  They  are  given  the  bills, 
and  as  the  financer  of  that  account,  pay  the  bill  automatically,  and 
then  we  owe  the  Army. 

Mr.  Thomas.  It  is  the  Army  that  is  trusting  you  ? 

Admiral  Ensey.  Yes. 

Mr,.  Thomas.  How  long  is  the  Army  going  to  keep  on  trusting  you  ? 

Admiral  Ensey.  They  are  going  to  come  at  us  with  knives,  I am 
afraid. 

Mr.  Thomas.  I would  not  want  to  do  business  with  them  on  that 
basis.  You  may  proceed. 

Admiral  Ensey.  Actual  experience  to  date  reflects  a sharp  increase 
in  the  use  of  other  Federal  hospitals  over  previous  estimates.  Addi- 
tionally, hospital  rates  established  after  the  beginning  of  fiscal  year 
1959  have  been  increased  from  $21.25  to  $23  per  patient-day. 

A further  shortage  of  funds  exists  in  this  fiscal  year  for  medical 
care  of  dependents  of  military  personnel  in  civilian  facilities.  As 
recommended  by  the  congressional  Committees  on  Appropriations, 
joint  regulations  of  the  Department  of  Defense  and  the  Department 
of  Health,  Education,  and  Welfare  have  been  revised  to  limit  the  use 
of  civilian  medical  facilities  by  dependents  of  military  personnel.  In 
order  to  pay  the  increased  costs  for  the  full  year  1959,  an  amount  of 
$4,243,000  is  requested  in  the  supplemental  for  dependents’  medical 
care. 

ANTARCTIC  OPERATIONS  COSTS 

The  Department  of  the  Navy,  as  executive  agent,  is  responsible  for 
logistic  support  of  Operation  Deepfreeze  in  the  Antarctic.  Added 
costs,  due  to  unbudgeted  transportation  charges  and,  to  a lesser  degree, 
extension  of  the  operation  beyond  the  originally  scheduled  comple- 
tion date,  have  created  a need  for  $2,280,000  in  supplemental  funds. 

Mr.  Thomas.  That  is  for  the  International  Geophysical  Year. 
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Admirsil  Exsey.  That  year  ended,  and,  instead  of  ceasing  Deep- 
f re(*ze  at  tliat  point,  we  have  continued  it  on  into  the  future. 

Mr.  T iioMAS.  You  liave  been  supplying  logistics  support. 

Admiral  Exsey.  Yes.  It  started  for  the  Geophysical  Year. 

ALL  OTHER 

d'his  general  caption  consists  principally  of  military  personnel 
e.xpenses.  Early  in  fiscal  year  1959  it  was  evident  that  due  to  rising 
costs,  funds  appropriated  for  military  travel  and  other  personnel  ex- 
penst‘s  would  not  be  sufficient  to  maintain  planned  personnel  strengths. 
St(‘ps  were  taken  at  that  time  to  effect  reductions  which  would  enable 
us  to  remain  within  appropriated  funds.  With  the  requirements 
created  by  the  Middle  East  and  Far  East  crises,  however,  it  was  not 
possible  to  take  timely  action  to  realine  personnel  strengths  in  order 
to  accomplish  the  reductions.  Because  of  this  restraint,  military  per- 
sonnel expenses  will  exceed  available  funds  by  a total  of  $17,498,000: 

COXCLUSION 

I would  like  to  emphasize  again  that  this  supplemental  request  for 
1959,  in  total  amount  of  $127,476,000,  is  a net  figure  after  all  possible 
absorption  of  increased  costs.  We  feel  that  this  amount  is  necessary 
to  carry  out  the  fiscal  year  1959  programs  as  approved  by  the  Con- 
gress. 

The  deficiency  request  for  “Medical  care,  1958”  in  the  amount  of 
$9,050,000  is  necessary  for  the  payment  of  legally  incurred  obliga- 
tions. 

Representatives  of  the  Navy  Bureaus  and  Offices  which  are  re^ppnr 
sible  for  the  management  of  the  appropriations  concerned  in  these 
requests  are  present  to  provide  further  detailed  justifications  for  their 
individual  appropriation  requirements. 

Mr.  Thomas.  That  was  a fine  statement. 
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Military  Personnel,  Navy 

WITNESSES 

VICE  ATlIvr  H.  P.  SMITH,  irSN,  DEPUTY  CHIEP  OF  NAVAL  OPERA- 
TIONS 

C,  E-  STAUDTE,  ASSISTANT  COMPTROLLER  FOR  BUDGET,  COMP- 
TROLLER DIVISION,  BUREAU  OF  PERSONNEL 

Program  and  financing 


Fiscal  year  1959 


Presently 

available 


Revised  Increase  (+)  or 
estimate  decrease  (— ) 


Program  by  activities: 

Direct  obligations: 

1.  Pay  and  allowanceat'.--. 

2.  Subsistence  in  kind 

3.  Movements,  permanent  change  of  station 

L Other  costs 

Total  direct  obligations 

Reimbursable  obligations 

Total  obligations 

Financing: 

Unobligated  balance  transferred  (72  Stat.  716)  from: 

■“Navy  stock  fund” 

“Navy  industrial  fund”  


$2,  252,  636,  000 
147,  880, 000 
117, 156, 000 
3,  048,  000 


2, 520,  720, 000 


33,  713,  000 


$2,271,017, 000 
153, 105, 000 
130,  285,  000 
3, 048, 000 


2,  557,  455, 000 


33,  713,  000 


-t-$18, 381, 000 
+5,  225, 000 
+13, 129,  000 


+36,  735, 000 


2,  554,  433, 000 


2,  591, 168,  000 


+36,  735, 000 


-120,000,000  -120,000,000 

-15,000,000  -15,000,000 


Advances  and  reimbursements  from: 

Other  accounts  

Non-Federal  sources  (5  U.S.C.  171m-l,  172d, 
172d-l;  10  U.S.C.  6086-7) 

Appropriation  (new  obligational  authority).— 


-19, 917, 000 
-13, 796, 000 
2,  385,  720, 000 


-19, 917, 000 
-13,796,000 
2,  422, 455, 000 


+36,  735, 000 


Object  classification 


Fiscal  year  1959 

Presently 

available 

Revised 

estimate 

Increase  (+)  or 
decrease  (— ) 

Direct  obligations: 

01  Personal  services:  Military  . 

02  Travel 

$2, 221, 368, 000 
56, 296, 000 
39,  707,  000 
1,  938,  000 
10,  936, 000 
146,  243, 000 
12,  584,  000 
324,  000 
31, 324,  000 

$2,  237,  247, 000 
65,  425,  000 
43,  707, 000 
1,  938, 000 
10,  970, 000 
151, 434, 000 
12,  584,  OCO 
324, 000 
33,  826,  000 

+$15, 879, 000 
+9, 129, 000 
+4, 000, 000 

. 03  Transportation  of  things 

05  Rents  and  utility  services 

07  Other  contractual  services  

08  Supi  lies  and  materials  . . 

12  Pensions,  armuities,  and  insurance  claims 

14  Interest 

+34,  000 
+5, 191,  000 

15  Taxes  and  assessments. 

Total  direct  obligations  

Reimbursable  obligations 

+2,  502,  000 

2,  520,  720,  000 

2,  557, 455,  000 

+36,  735,  000 

33,  713,  000 

33,  713,  000 

Total  obligations 

2,  554, 433,  000 

2,  591, 168,  000 

+36,  735,  000 
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>fr.  Tik  )^fAS.  Tlie  committee  will  please  come  to  order. 

^Ve  1 inve  with  iis  tills  p.fternoon  the  Bureau  of  Persounel  aud  we 
are  dihi^lited  to  have  our  distiufjuished  friend,  Vice  Adm.  H.  P.  Smith, 
1 )eputy  Chief  of  Naval  Operations. 

GENERAL  STATEMENT 

Bo  you  have  a statement  for  us? 

Admiral  S^sriTir.  Yes,  Mr.  Chairman,  I have  a rather  complete  state- 
ment and  if  it  meets  with  your  approval  I will  submit  it  for  the  record 
and  irive  you  a resume  orally. 

Air.  Thomas.  That  is  perfect.  Go  ahead. 

Admiral  Smith.  Mr.  Chairman  and  members  of  the  committee,  I 
appreciate  the  opportunity  to  appear  before  this  committee  in  support 
of  our  request  for  a supplemental  appropriation  of  $36.7  million  for 
the  “Military  personnel.  Navy”  account  for  fiscal  year  1959.  This 
additional  requirement  is  due  primarilv  to  the  requirements  generated 
by  the  crises  in  the  Middle  East  and  Far  East.  Hnd  these  crises  not 
occurred,  we  would  have  lived  within  the  $2,520,720,000  authorized 
in  the  annual  appropriation  act  for  the  current  year. 

Prior  to  the  development  of  these  critical  situations,  we  had  pre- 
pared our  operating  plans  and  budget  so  as  to  carry  out  our  mission 
wi^^hout  ex'^eeding  the  amount  available  for  the  pay  and  allowances 
and  related  expenses  for  naval  personnel  on  active  duty.  These  ac- 
tions are  signihcant  and  germane  to  our  request  for  this  supplemental 
and.  I believe,  they  should  be  mentioned. 

The  major  item  concerned  the  function  of  permanent  change-of- 
station  movements.  It  was  immediately  apparent  in  our  operating 
budget  that  the  $117  million  for  permanent  change-of-station  travel 
provided  in  the  fiscal  year  1959  budget  estimate  was  not  adequate.  In 
my  statement  at  hearings  on  the  1959  estimates  before  the  Senate 
subcommittee  of  the  Committee  on  Appropriations  I indicated  that 
the  amount  made  available  would  not  be  adequate.  An  immediate, 
intensive  study  of  our  needs  conclusively  revealed  that,  using  all  the 
administrative  controls  that  I could  apply,  $130  million  was  the  mini- 
mum required,  particularly  when  contrasted  with  the  $141  million 
obligated  in  the  previous  year.  Within  the  total  of  the  $2,520,720,000 
available,  I requested,  and  was  granted,  an  apportionment  to  provide 
the  needed  total  of  $130  million.  I informed  the  chairman  of  the 
Subcommittee  on  Department  of  Defense  Appropriations  by  letter 
that  this  action  was  being  taken  and  explained  why  it  was  necessary. 
The  problems  in  this  particular  function  will  be  discussed  more  fully 
later  in  my  statement. 

Further  costs  not  included  in  the  fiscal  year  1959  request  were : 

For  increases  in  station  allowances  overseas,  $2.6  million,  approved 
by  the  Department  of  Defense  and  included  in  change  77  to  the  joint 
travel  regulations,  effective  February  1, 1959. 

To  cover  the  increase  in  employer’s  contribution  to  social  security, 
$2.5  million,  for  eligible  military  personnel  in  accordance  with  Public 
Law  85-840. 

To  cover  claims  for  back  pay  due  military  personnel,  $0.8  million, 

as  authorized  by  Public  Law  85-255. 

«/ 
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For  subsistence  for  the  Deep  Freeze  operations,  $0.5  million;  these 
operations  were  extended  by  OPNAV  instruction  3160.4B  of  June  19, 
1958. 

These  unbudgeted  costs,  coupled  with  the  permanent  change-of- 
station-movements  action,  approximated  $20  million.  To  compen- 
sate for  these  unbudgeted  costs,  it  was  necessary  to  plan  the  following 
actions  for  fiscal  year  1959 : 

First,  a 2-month  early  release  program  for  officers  commencing 
October  31,  1958,  and  continuing  throughout  the  remainder  of  the 
fiscal  year. 

Second,  increasing  the  1 -month  early  release  program  for  enlisted 
personnel,  as  considered  in  the  budget  submitted  to  Congress,  to  a 
2-month  early  release  of  such  personnel  during  the  period  August  1 
through  November  30. 

Third,  delay  advancements  of  enlisted  personnel  to  pay  grades  E-4 
through  E-6  by  1 month. 

These  planned  actions  would  have  been  adequate  to  stay  within  the 
1959  appropriation.  Bequests  to  the  Bureau  of  the  Budget  for  appor- 
tionment of  funds  based  on  these  actions  were  approved.  Early  release 
directives  were  promulgated  to  the  fleet. 

The  Middle  East  and  Far  East  crises  quickly  made  it  impossible  to 
continue  implementing  the  realinement  of  our  personnel  plans.  The 
operations  of  the  6th  and  7th  Fleets  and  augmentation  of  personnel 
in  those  fleets  presented  no  choice  but  to  cancel  the  early  release  di- 
rectives and  maintain  level  strength.  This  was  done  with  the  sanc- 
tion of  the  Secretary  of  Defense  and  the  President. 

A plan  incorporating  the  requirements  of  the  Navy’s  minimal, 
normal  operations  and  those  related  to  the  Middle  East  and  Far  East 
crises  was  prepared  on  the  basis  of  an  average  man-year  strength  of 
639,070  and  an  end-year  strength  of  630,000.  It  was  approved  and 
it  became  our  operating  plan.  This  plan  was  reevaluated  and  ap- 
proved by  the  Secretary  of  Defense  in  November  1958.  It  was  then 
determined  to  proceed  with  an  orderly  program  of  reduction  to  reach 
planned  end  strength.  It  would  have  been  necessary  at  that  time 
to  release  all  personnel  scheduled  for  separation  4 months  early  in 
order  to  remain  within  the  appropriated  amount. 

There  is  now  no  way  to  avoid  this  request  for  a supplemental  ap- 
propriation. Even  by  releasing  immediately  all  personnel  scheduled 
for  separation  this  fiscal  year,  we  should  offset  the  projected  deficit 
by  only  $19.5  million  and  it  would  bring  the  manning  level  from  the 
present  very  austere  81.2  percent  down  to  an  unacceptable  76  percent 
of  wartime  complement.  This  would  have  a crippling  effect  to  per- 
sonnel stability  in  the  fleets  and  reduce  manning  levels  considerably 
below  the  minimum  required  for  the  fleet  readiness.  I cannot  predict 
the  deleterious  effect  of  such  a move  on  the  morale  of  the  Navy.  Such 
actions  would  disrupt  our  forces  and,  undoubtedly,  would  be  as 
unacceptable  to  this  committee  as  they  are  to  the  Navy. 

PERMANENT  CHANGE  OF  STATION  MOVEMENT  PROBLEM 

*^I  shall  now  provide  the  additional  information  promised  earlier  in 
order  to  permit  a more  complete  explanation  of  the  Navy’s  permanent 
change-of-station-movement  problem. 
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It  is  important  to  recognize  just  what  is  included  in  the  function  of 
j)(‘riiiaiumt  change-of-station  movements  and  what  portions  thereof 
a re  stil>j(‘ct  I o my  direct  control.  Expenditures  for  permanent  change- 
of-siation  movements  consist  of  the  expense  of  travel  and  authorized 
per  di(‘m  for  tlie  military  on  active  duty;  the  transportation  of  their 
dependents  and  household  effects;  and  the  payment  of  dislocation  al- 
lowances. The  various  types  of  moves,  involving  overland  and  over- 
s(*as  t ra  vel,  ai’e — 

Ollicers  and  enlisted  personnel  from  home  to  active  duty,  between 
(Inly  stations,  and  from  active  duty  to  home  upon  separation. 

Midshipmen,  aviation  cadets,  and  officer  candidates  from  home  to 
active  duty  to  school,  between  training  activities,  and  to  home  upon 
separation. 

Methods  of  travel  include  all  the  common  carrier-type  of  commer- 
cial transportation.  Military  Sea  Transportation  Service,  Military  Air 
T ransport  Service,  and  privately  owned  conveyances.  Overseas  move- 
ments are  confined  to  the  degree  possible  to  Government-operated 
equipment. 

Based  on  the  latest  statistics  64  percent  of  the  total  of  all  movement 
in  fiscal  year  1958  was  made  in  connection  with  the  initial  travel  for 
training  and  the  first  duty  station,  and  eventual  travel  upon  separation 
from  the  service.  In  order  that  the  Navy  may  be  kept  at  approved 
])ersonnel  strength  these  moves  must,  of  necessity,  be  made.  In  this 
respect  they  are  not  directly  subject  to  control.  An  additional  17  per- 
cent is  administrative  moves,  which  include  travel  incident  to  activa- 
tion and  inactivation  of  ships  and  stations,  hospitalization  of  person- 
nel, humane  and  compassionate  cases,  discipline  and  legal  actions,  and 
certain  other  actions.  The  remaining  19  percent  is  attributable  to 
rotational  and  advanced  training  requirements.  It  is  within  this 
portion  of  the  moves  that  the  most  effective  controls  of  the  budget  may 
be  applied. 

As  you  will  recall,  the  House  committee,  in  approving  the  current 
appropriation,  stated : “The  committee  believes  that  further  decreases 
can  be  made  by  the  Navy  in  their  estimates  for  temporary  duty  move- 
ments and  permanent  changes  of  station.” 

I am  indeed  happy  to  report  that  we  have  made  progress  in  this 
area.  In  this  fiscal  year,  we  have  effected  reduction  in  both  the 
number  and  the  cost  of  rotational  moves  as  compared  with  fiscal  years 
1957  and  1958,  by  the  following  measures : 

Authority  has  been  centralized  for  detailing  enlisted  personnel. 
Through  the  use  of  electronic  data  processing  systems  it  has  been 
possible  to  centralize,  at  strategic  locations,  data  for  use  in  distributing 
personnel.  This  system  not  only  assists  in  reducing  the  number  of 
moves,  it  provides  intelligence  so  that,  to  the  degree  possible,  the  dis- 
tances moved  are  controlled. 

Budgeting  board  has  been  established.  A board  composed  of  re- 
sponsible personnel  has  been  set  up  to  review  all  requirements,  com- 
ment on  the  essentiality  of  plans,  estimate  the  costs,  and  review  the 
performance  in  the  area  of  permanent  changes  of  stations.  The  board 
is  charged  with  recommending  actions  to  improve  rotational  assign- 
ments and  to  effect  savings  in  the  cost  of  all  moves. 

Careful  analysis  is  being  made  of  all  proposed  moves.  This  is  done 
to  insure  that  specialists  located  nearest  to  the  billets  to  be  filled  are 
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selected  to  be  moved  (requiring  review  of  all  personnel  available 
to  Jill  the  resultant  billet  vacancv)  and  to  insure  that  movement  of 
personnel  with  a large  nmnber  of  dependents  is  kept  to  a minimum 
in  selecting  personnel  for  moves  involving  long  distances. 

Unaccompanied  personnel  are  transported  by  units  of  the  fleet.  To 
the  extent  possible,  when  personnel  being  moved  are  not  accompanied 
by  dependents  or  are  being  moved  in  groups,  transportation  is  accom- 
plish^ by  units  of  the  fleet. 

Lengths  of  toms  of  duty  for  officers  and  enlisted  peisonnel  have 
been  extended  wherever  feasible.  This  reduces  the  freciuency  of  the 
moves.  In  addition,  an  eJiort  is  made  to  limit  the  amount  of  briefing 
of  officeis  and  enlisted  peisomiel  requiring  temporary  duty  en  route 
to  new  permanent  duty  stations. 

Home  port  changes  are  limited  to  essential  operating  requirements. 
All  proposed  changes  in  home  ports  are  scrutinized  to  insure  that 
essentiality  justifies  the  expenditme  or  that  the  action  cannot  be 
postponed. 

Transportation  overseas  of  dependents  and  household  effects  is  re- 
stricted to  those  of  members  who  have  sufficient  obligated  service  or 
who  agree  to  extend  their  obligated  service  to  cover  the  full  period  of 
an  oversea  tour. 

Xiunerous  directives  have  been  sent  and  continue  to  be  sent  promul- 
gating ways  and  means  to  reduce  the  number  of  moves  and  effect 
economy  in  this  area.  These  go  to  personnel  charged  with  directing 
movements  requesting  a reduction  in  the  amount  of  travel  and  asking 
that  care  be  taken  to  insure  that  all  moves  made  utilize  the  most  eco- 
nomical means  of  transportation. 

Cost  accoimting  system  has  been  installed.  Under  this  newly  insti- 
tuted system  the  orders  for  enlisted  pereonnel  and  officers  are  priced 
out  to  provide  an  improved  method  of  projecting  and  controllinof  ex- 
penditures. An  analysis  of  the  moves  and  the  costs  is  therefore 
possible.  Two  charts  wliich  I would  like  to  submit,  one  of  which  is 
for  the  record,  highlight  the  system. 

< Tlie  chart  is  as  follows : ) 


Chart  No,  2 

Classification  of  permanent  change  of  station  costs  of  military  personnel 
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Admiral  Smith.  This  budget  activity  has  a certain  history.  Over 
the  past  several  years,  we  simply  have  not  budgeted  enough.  I have 
h(*r(‘  a table  to  illustrate  this,  which  shows  for  several  years  the  esti- 
mates I’oi*  this  transportation  functions  included  in  the  President’s 
budget,  the  amounts  appropriated,  and,  finally,  the  cost  accruing  dur- 
ing ()f)e  rat  ions. 

[In  millions] 


Actual, 

1957 

Actual, 

1958 

Current, 

1959 

Budget, 

1960 

Pri'sidonl’.s  I)iulKct 

$101. 3 
97.7 
132. 1 

$110. 2 
109.3 
141.6 

$120.  4 
117.2 
1 130.  3 

$130 

A p[)rof)riato(l _ 

Final  costs. . 

> Estimated. 


CONCLUSION 

In  conclusion,  may  I say  that  I have  made  fair  and  exact  presenta- 
tion of  the  facts  pertaining  to  our  need  for  supplemental  funds. 
The  situation  is  critical.  To  preclude  drastic  and  untenable  steps 
being  taken  within  the  next  few  months,  I request  that  these  funds- 
be  ]irovided  so  that  our  plans  and  our  operations  may  be  supported. 

RESUME  OF  GENERAL  STATEMENT 

Mr.  Chairman,  18  months  ago,  when  this  1959  budget  was  con- 
structed, we  know  we  were  in  a year  when  we  would  decrease  our 
Navy  personnel  from  645,000  to  630,000.  That  decision  has  beeti 
made.  Therefore,  knowing  that  you  save  money  best  by  laying  up 
ships  and  by  discharging  personnel  at  the  early  part  of  the  year 
to  save  the  maximum  amount  of  money,  that  was  planned  in  this 
budget.  The  budget  was  planned  on  the  basis  of  $2,523  billion  and 
programs  were  constructed  by  which  all  of  the  enlisted  persoimel 
whose  enlistments  would  expire  during  that  fiscal  year  would  be  paid 
off  1 month  early. 

The  ships  that  would  normally  be  decreased  from  890  down  to 
864,  with  which  we  will  end  this  year,  were  to  be  placed  in  reserve 
fleet  early  in  the  year  to  make  the  maximum  saving. 

After  we  got  the  appropriation  last  year  and  commenced  to  con- 
struct our  financial  plan,  it  was  discovered  there  were  not  enough 
funds  in  it  for  travel  and  change  of  station  for  people.  Therefore, 
the  plan  was  further  revised  so  as  to  provide  that  Tor  the  period 
August  1 through  the  rest  of  the  year  enlisted  personnel  would  be  paid 
off  2 months  early  and  all  young  officers  whose  obligated  service 
would  terminate  would  be  paid  off  1 month  early.  That  would  en- 
able us  to  live  within  the  $2,520  billion  appropriated.  Shortly  after, 
we  began  the  fiscal  year,  but  in  early  J uly  the  crisis  in  Lebanon  beg*an 
and  it  was  immediately  necessary  to  discontinue  the  layup  of  ships 
and  to  stop  the  plans  for  the  early  release  of  personnel. 

This  plan  was  approved  on  through  the  Secretary  of  Defense  and 
on  up  to  the  President. 

Then  in  September  the  Taiwan  and  Formosa  Straits  crisis  began 
which  prevented  us  from  proceeding  with  tlie  early  release  plan  and 
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living  within  the  budget.  By  December  we  had  passed  the  point 
of  no  return. 

At  the  present  time,  even  by  releasing  immediately  all  personnel 
whose  enlistments  expire  the  rest  of  this  fiscal  year,  we  save  but  a 
fraction  of  what  we  are  asking  for  here.  That  would  be  so  disruptive 
that  we  could  not  recommend  to  you  any  such  plan. 

For  example,  it  would  mean  on  the  1st  of  April  there  would  be 
30,000  enlisted  men  crowding  the  stations  for  their  separation  from 
the  service. 

Mr.  Thomas.  Did  you  get  that  last  statement,  gentlemen  ? 

Admiral  Smith.  There  is  no  plan  now  that  I could  embark  upon 
with  any  feasibility  to  do  further  than  what  I am  presently  doing  to 
save  money. 

I have  mentioned  that  we  were  to  end  this  fiscal  year  with  630,000 
men.  We  will  actually  be  down  to  plan  in  the  month  of  March. 
We  will  reach  the  630,000  level  in  strength  3 months  early. 

Those  are  the  highlights  of  my  statement. 

Mr.  Thomas.  You  plan  to  reach  that  figure  of  630,000  when  ? 

Admiral  Smith.  On  the  30th  of  J une,  this  fiscal  year. 

Mr.  Thomas.  That  is  very  much  to  the  point.  Brevity  is  always 
the  soul  of  wit  and  understanding,  too ; is  it  not  ? 

JUSTIFICATION  OF  THE  ESTIMATE 

We  will  put  in  the  record  at  this  point  the  justification  of  the  esti- 
mate for  “Military  personnel  now.” 

(The  j-ustificatiofn  follows :) 

Budget  actimty  1.  Pay  and  allowances 


1959  presently  available $2,  252, 636,  000 

1959  revised  estimate 2,  271,  017,  000 

1959  increase +18, 381, 000 


JUSTIFICATION  OF  SUPPLEMENTAL  ESTIMATE 

Additional  funds  are  anticipated  due  chiefly  to  the  impact  of  the  Middle  East 
and  Far  East  situations  in  the  early  part  of  the  fiscal  year.  These  emergency 
situations  led  to  the  authorization  of  a higher  active-duty  strength  which  meant 
cancellation  of  plans  for  early  release  of  personnel.  This  action  introduced 
various  items  of  cost  usually  associated  with  increased  strength.  In  addition 
to  the  costs  resulting  from  the  above  crises  other  unprogramed  costs  leading 
to  the  supplementaT requirements  for  this  activity  include;  (a)  additional  social 
security  costs  generated  by  the  Social  Security  Amendments  of  1958  Act  enacted 
subsequeht  to  passage  of  the  appropriation  act  which  increased  the  rate  of  tax 
from  2.25  to  2.5  percent  and  increased  the  amount  of  taxable  wages  from  $4,200 
to  $4,800  effective  January  1,  1959,  and  (6)  a Defensewide  increase  in  the  rate 
of  commutation  of  rations  from  $1.10  per  day  to  $1.15,  effective  January  1,  1959. 

Administrative  moves  taken  prior  to  the  Middle  and  Par  East  situations  to 
absorb  the  unprogramed  costs  and  additional  travel  requirements  included: 
(a)  A 2-month  early  release  program  for  oflScers  commencing  October  31,  1958, 
and  continuing  throughout  the  remainder  of  the  fiscal  year;  (6)  increasing  the 
1-month  early  release  program  for  enlisted  personnel,  as  considered  in  the  budget 
submitted  to  Congress,  to  a 2-month  early  release  of  such  personnel  during  the 
period  August  1,  through  November  30;  and  (c)  delaying  advancement  of  en- 
listed personnel  in  pay  grades  E4  through  E6  by  1 month.  These  moves,  which 
would  have  made  possible  the  absorption  of  the  unprogramed  costs,  were 
obviated  by  the  Lebanon  and  Taiwan  crises. 
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Details  of  the  increase  of  $18,381,000  for  this  activity  are  as  follows: 

I/ebanon  and  Taiwan  crises $31,189,000 

Cancellation  of  early  releases $30,  766,  000 

Other  uni)rogramed  costs: 

Retention  of  USN  critical  rates  beyond  normal 

expiration  of  service  (52  people  for  1 month) 2,  (X)0 

Station  allowances  for  evacuated  dependents  (28 

people  for  30  days) 16,000 

Additional  social  security 405,  000 

Increased  commuted  rations 1,409,000 

Increased  social  security  costs 2,095,000 

Less  proficiency  pay  lag —890,  000 

Administrative  moves  to  absorb  unprogramed  costs  (early  release 
programs,  delayed  advancements) —15,422,000 

Total 18, 381, 000 

Budget  activity  2.  Subsistence  in  kind 

1959  presently  available $147,  880,  000 

1959  revised  estimate 153^  105,  000 

1959  increase +5,  225,  000 

JUSTIFICATION  OF  SUPPLEMENTAL  ESTIMATE 

Additional  funds  are  anticipated  due  chiefly  to  the  impact  of  the  Middle  East 
and  Far  East  situations  in  the  early  part  of  the  flscal  year.  These  emergency 
situations  led  to  the  authorization  of  a higher  active-duty  strength  and  decreased 
absenteeism  thereby  increasing  requirements  for  subsistence  in  kind.  In  addition 
to  the  costs  resulting  from  the  above  crises,  the  unprogramed  costs  for  increased 
raw  food  prices  lead  to  the  supplemental  requirements  for  this  activity. 

Details  of  the  increase  of  $5,225,000  for  this  activity  are  as  follows : 

Lebanon  and  Taiwan  crises $4,  095,  000 

Cancellation  of  early  releases $1,  654,  000 

Decreased  absenteeism 2,415,000 

Increased  raw  food  costs 26,  000 

Increased  raw  food  costs,  generally 1, 130,  000 

Total - 5,  225,  000 

Budget  activity  3.  Movements,  permanent  change  of  station 

1959  presently  available — $117, 156,  000 

1959  revised  estimate 130,  285,  000 

1959  increase : ; +13, 129, 000 


JUSTIFICATION  OF  SUPPLEMENTAL  ESTIMATE 

In  preparing  the  operating  budget  for  flscal  year  1959,  it  was  apparent  that  the 
$117  million  for  permanent  change  of  station  travel  provided  for  in  the  appro- 
priation was  not  adequate  and  that  a minimum  of  $130  million  was  required. 

Administrative  actions  were  taken  to  compensate  for  this  additional  require- 
ment and  remain  within  the  funds  appropriated.  However,  the  Middle  East  and 
Far  East  crises  made  it  impossible  to  continue  implementing  the  realignment  of 
our  personnel  plans. 

Additional  unprogramed  costs  included  in  the  supplemental  request  for  this 
activity  cover  the  increase  of  civilian  pay  in  the  Military  Sea  Transportation 
Service  resulting  from  passage  of  the  Federal  Employees  Salary  Increase  Act  of 
1958  subsequent  to  the  appropriation  act  and  travel  requirements  related  directly 
to  the  Lebanon  and  Taiwan  crises. 
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Details  of  the  increase  of  $13,129,000  for  this  activity  are  as  follows : 


Lebanon  and  Taiwan  crises $265,  000 

Transportation  to  Italy  for  evacuated  dependents  (19 

from  Baghdad,  9 from  Beirut) $5,  000 

Additional  transportation  requirements  to  augment 

fleet  and  overseas  activities  (792  people) 140,000 

Per  diem  for  personnel  assigned  temporary  duty  in  con- 
nection with  communication  augment,  East  (143  peo- 
ple)   41,  000 

Transfer  of  medical  support  personnel  to  reduce  strength 

deficiencies  of  Marine  Corps  units  ( 167  people ) 27,  000 

Transportation  and  per  diem  for  personnel  assigned 
temporary  duty  in  connection  with  communication 
augment.  West  ( 138  people  through  October  31,  79  peo- 
ple through  November) 52,000 

Civilian  pay  raise 20,  000 

Amount  over  original  budget 12,  844,  OOO 


Total 13,129,000 

Budget  activity  4-  Other  costs 

1959  presently  available $3,048,000 

1959  revised  estimate 3,  470,  000 

1959  increase +422,  000 


JUSTIFICATION  OF  SUPPLEMENTAL  ESTIMATE 

Public  Law  85-255  (71  Stat.  575)  which  was  enacted  subsequent  to  the  pas- 
sage of  the  appropriation  act  authorized  settlement  of  inequitable  losses  in  pay 
sustained  by  commissioned  officers  under  economy  legislation.  It  is  anticipated 
that  all  claims  will  be  processed  during  fiscal  year  1959.  The  unbudgeted  costs 
for  this  legislation  are  partially  offset  by  savings  resulting  from  favorable 
actuarial  experience. 

Details  of  the  increase  of  $422,000  for  this  activity  are  as  follows : 


Claims  (Public  Law  85-255) $800,000 

Less  savings — death  gratuity  payments —478,  000 

Total 422,  000 


Mr.  Thomas.  You  are  looking  for  supplements  of  $36,735,000  made 
up  of  pay  and  allowances,  $18,381,000 ; subsistence  in  kind,  $5,225,000 ; 
movements,  permanent  change  of  station,  $13,129,000. 

That  is  broken  down  more  specifically  by  personal  services,  $15,- 
879,000;  travel,  $9,129,000;  transportation  of  things,  $4  million;  other 
contractual  services,  $34,000 ; supplies  and  materials,  $5,191,000 ; taxes 
and  assessments,  $2,502,000;  and  this  all  adds  up  to  $36,735,000. 

NECESSITY  FOR  SUPPLEMENTAL  FUNDS 

This  language  gives  you  the  broad  outline  in  a little  bit  clearer 
detail  : 

The  additional  funds  are  anticipated  due  chiefly  to  the  impact  of  the  Middle 
East  and  Par  East  situations  in  the  early  part  of  the  fiscal  year.  These  emer- 
gency situations  led  to  the  authorization  of  a higher  active  duty  strength  which 
meant  cancellation  of  plans  for  early  release  of  personnel.  This  action  intro- 
duced various  items  of  costs,  usually  associated  with  increased  strength.  In 
addition  to  the  costs  resulting  from  the  above  crises,  other  unprogramed,  costs 
leading  to  the  supplemental  requirements  for  this  activity  include:  (a)  addi- 
tional social  security  costs  generated  by  the  “Social  Security  Amendments  of 
1958”  Act  enacted  subsequent  to  passage  of  the  Appropriation  Act  which  in- 
creased the  rate  of  tax  from  2.25  percent  to  2.5  percent  and  increased  the 
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amount  of  taxable  wages  from  $4,200  to  $4,800  effective  January  1,  .1959  and 
tl>)  a (lefcMsewide  increase  in  the  rate  of  commutation  of  rations  from  $1.10 
per  (lay  to  $1.15  effective  January  1,  1959. 

1 believe  that  you  set  that  out  in  the  table.  It  is  around  $4  million, 
is  it.  not  { 

Admiral  Smith.  The  rest  of  that  cost  is  associated  with  the  in- 
(Teasi*d  number  of  persons  remaining  on  active  duty, 

Mr.  iiOMAS.  [reading]: 

Administrative  moves  taken  prior  to  the  Middle  and  Far  East  situations  to 
al)sorh  the  unprogramed  costs.  ' 

^ on  went  into  that  very  carefully,  about  what  you  did,  about  what 
your  plans  were,  about  it  being  something  beyond  your  control,  and 
you  had  to  refrain  from  discharging  early  your  junior  officers  and 
certain  other  types  of  personnel. 

r^et  us  take  a look  at  your  breakdown  on  page  N-1-3,  and  see  what 
this  all  adds  up  to. 

You  had  planned  on  the  cancellation  of  eary  releases  in  the  amount 
of  $30,766,000  but  you  could  not  do  it.  Then  you  had  increased 
commuted  rations  in  the  amount  of  $1,409,000.  That  is  the  cost  yoii 
had  to  bear. 

Then  you  had  increased  social  security  costs  of  $2,095,000. 

Subsistence  in  Kind 

I^t  us  take  a look  at  your  subsistence  in  kind. 

What  is  this  figure?  Does  that  group  of  figures  add  up  to 
$4,095,000? 

Admiral  Smith.  Yes,  sir. 

Mr.  Thomas.  Is  there  any  guesswork  in  it  ? 

Admiral  Smith.  No,  sir. 

Mr.  Thomas.  You  have  increased  raw  food  costs  to  $1,130,000,  but 
t hen  you  charge  up  $4,095,000  to  the  Middle  East  crisis. 

How  do  you  reconcile  the  two  figures  ? 

That  is  on  page  N-1-3. 

xldmiral  Smith.  The  cancellation  of  early  releases  is  an  additional 
number  of  persons  remaining  on  active  duty.  The  decreased  ajb^ntee- 
ism  is  a phenomenon  that  we  had  planned  normally ‘where  certain 
numbers  of  sailors  will  not  be  aboard  ship  for  the  evening  meal. 

Mr.  Thomas.  Spending  their  own  money  so  to  speak  ? 

Admiral  Smith.  In  the  fleet  off  Taiwan  and  Lebanon  they  did  stay 
aboard  ship  and  therefore  this  $2,415,000  was  increased  costs.  Finally, 
the  increase  for  all  food  costs  is  simply  that 

Mr.  Thomas.  This  $1,130,000  ought  not  be  a part  of  your  $4,095,000  ? 

Admiral  Smith.  The  increased  raw  food  cost  is  a total  for  tlie  Navy. 
The  increased  raw  food  cost  of  $26,000  is  associated  with  the  Lebanon 
area  and  is  included  in  the  $4,095,000. 

Mr.  Thomas.  I am  talking  about  the  increased  raw  food  costs  gen- 
erally, $1,130,000. 

Is  that  a part  of  your  big  figure  of  $4,095,000  ? 

Admiral  SMiTH.  No,  sir.  That  is  separate. 

^Ir.  Staudte.  They  total  $5,225,000. 

Mr.  Thomas.  I know  that,  but  I did  not  know  whetlier  it  was 
included  in  the  other  one  or  not. 
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Admiral  Beardsley.  I think  that  I can  clear  that  up.  r 

We  kept  on  additional  personnel  for  the  period  of  the  crises  longer 
than  we  had  normall}^  planned  for.  Their  pay,  plus  this  reduction 
in  absenteeism,  plus  the  increased  costs  for  those  additional  people,  add 
up  to  $4,095,000. 

Mr.  Thomas.  I am  not  questioning  the  figures. 

I thought  maybe  the  accountant  over  there  was  getting  a little  too 
generous  with  the  two  columns. 

What  I wanted  to  know  was  how  he  arrived  at  this  figure  of 
$5,225,000. 

How  did  you  do  it  ? 

Mr.  Staudte.  The  $4,095,000  resulted  from  the  Lebanon  and  Taiwan 
crises. 

Mr.  Thomas.  I knovr  that. 

Mr.  Staudte.  These  are  costs. 

Mr.  Thomas.  How  do  you  arrive  at  this  figure  ? 

Mr.  Staudte.  By  calculation 

Mr.  Thomas.  You  had  already  bought  the  food.  It  was  already 
aboard  the  carrier  and  it  was  already  charged  in.  You  charged  it  in 
when  you  took  it  aboard. 

How  are  you  going  to  say  that  you  charged  it  to  this,  that,  or  the 
other  item,  when  it  is  already  charged  to  them  ? 

Admiral  Smith.  I think  that  you  answered  that  as  to  bringing  the 
food  aboard  ship.  We  had  to  resupply  to  a greater  degree  than 
planned. 

Mr.  Staudte.  As  a matter  of  fact,  we  loaded  a number  of  supply 
vessels  for  the  Lebanon  crisis.  There  was  actually  an  additional 
transportation  of  food  to  the  fleets  in  the  Lebanon  and  Taiwan  areas. 
There  was  actually  additional  loading. 

Mr.  Thomas.  What  kind  of  bookkeeping  is  this  where  you  estimate 
$1,654,000  additional  cost  for  food  supplies  already  aboard  ship  be- 
cause of  cancellation  of  early  releases,  and  also  $2,415,000  for  a reduc- 
tion in  absenteeism.  Your  adjusting  subsistence  costs  for  absence 
from  meals  is  cutting  it  a little  thin,  is  it  not  ? 

Admiral  Smith.  We  do  that  normally  in  the  annual  budget.  We 
count  on  6 percent  absenteeism  afloat. 

Mr.  Thomas.  You  mean  that  is  the  regular  formula  ? 

Admiral  Smith.  Yes,  sir. 

Mr.  Thomas.  Can  you  depend  on  it  for  accuracy  ? 

Admiral  Smith.  It  works  out. 

Mr.  Thomas.  You  mean  that  the  boys  are  going  to  get  so  many  shore 
leaves,  and  so  forth,  and  will  not  be  eating  atioard  ship  ? 

Admiral  Beardsley.  The  Department  of  Defense  make  us  check 
that  periodically  and  so  we  keep  up-to-date  records  on  that.  Every 
year  it  is  the  way  we  defend  our  budget  before  them  and  show  what  it 
is  currently  running  in  the  fleet. 

Mr.  Staudte.  As  a matter  of  fact,  it  is  20  percent  ashore  in  the 
United  States  and  14  percent  ashore  overseas  and  6 percent  afloat. 

Pay  axd  Alloavaxces 

Mr.  Thomas.  How  do  you  arrive  at  the  figure  of  $18,381,000  for  your 
pay  and  allowances  ? 
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You  charged  it  uj)  to  Lebanon  and  the  Taiwan  crises?  How  do 
you  arrive  at  that  figure  ? 

Admiral  Smith.  OnpageN-1-2. 

Mr.  Thomas.  I am  looking  at  that. 

Admiral  Smith.  The  total  cost  of  the  cancellation  of  early  release^ 
we  compute  at  the  top  of  the  page. 

M 1*.  Thoimas.  Y ou  figured  you  would  save  that  much  money  ? 

Admiral  Smith.  Yes,  sir. 

Mr.  Thomas.  So  many  bodies  get  off  30  or  40  days  early  and  then 
you  multiply  that  out  and  it  comes  out  to  $18  million  ? 

Admiral  Smith.  We  actually  did  absorb  for  many  reasons,  and  as 
I told  you,  one  of  the  facts  was  that  we  are  going  to  reach  the  end 
strength  earlier  than  anticipated.  I did  not  catch  the  early  release 
total  in  time.  Also,  we  let  a number  of  men  out  last  Christmas  a 
month  earlier  where  they  were  not  involved  in  the  two  deployed  fleets. 
Those  administrative  moves  then  totaled  $15,422,000,  which  is  shown 
at  the  bottom  of  the  page. 

That  acts  as  a subtraction  against  the  $31,189,000  total  at  the  top  of 
the  page. 

Mr.  Thomas.  Here  comes  this  ration  item  again  in  your  big  total. 

Hid  you  have  this  item  in  here  in  three  places  instead  of  one  ? 

Mr.  Staudte.  We  are  giving  you  the  components  of  the  Lebanon 
and  Taiwan  crises,  Mr.  Thomas.  That  is  related  to  pay  and  allow- 
ances and  that  is  related  to  subsistence. 

Mr.  Thomas.  He  is  carrying  it  in  three  different  places.  That  item 
is  worth  $12  million  to  the  Navy. 

Hang  on  to  him,  gentlemen. 

Go  ahead. 

Movements,  Permanent  Change  of  Station 

Mr.  Staijdte.  There  is  a third  item  of  additional  travel  costs  in- 
volved. We  tried  to  arrange  this  in  accordance  with  our  appropria- 
tion breakdown. 

Mr.  Thomas.  Let  us  take  a look  at  N-1-4,  which  covers  movements 
for  permanent  change  of  station. 

This  is  your  travel  item,  which  amounts  to  $13,129,000.  What  part 
of  that  are  you  charging  up  to  the  Lebanon  crisis  ? 

Admiral  Smith.  Only  $265,000,  sir. 

Mr.  Thomas.  In  preparing  the  operating  budget  for  1959,  it  was 
apparent  that  $117  million  was  not  enough,  and  you  want  $130  mil- 
lion ? 

Admiral  Smith.  Yes,  sir. 

Mr.  Thomas.  When  did  you  come  to  that  conclusion  ? 

Admiral  Smith.  That  was  in  the  early  part  of  June  1958. 

Mr.  Thomas.  This  is  before  we  got  that  fine  performance  budget; 
this  used  to  be  one  of  the  main  items  under  pay,  subsistence,  and  trans- 
portation. 

Admiral  Smith.  To  give  you  some  comparative  figures,  Mr.  Chair- 
man— 

Mr.  Thomas.  Pardon  me. 
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INCREASE  IN  CIVILIAN  PAY  IN  MSTS 

Let  me  get  the  rest  of  this  on  the  record : 

Administrative  actions  were  taken  to  compensate  for  this  additional  require-- 
ment  and  remain  within  the  funds  appropriated.  However,  the  Middle  East  andi 
Far  East  crises  made  it  impossible  to  continue  implementing  the  realinement 
of  our  personnel  plans. 

Additional  unprogramed  costs  included  in  the  supplemental  request  for  this- 
activity  cover  the  increase  of  civilian  pay  in  the  Military  Sea  Transportation 
Service  resulting  from  passage  of  the  Federal  Employees  Salary  Increase  Act 
of  1958  subsequent  to  the  appropriation  act,  and  travel  requirements  related  di- 
rectly to  the  Lebanon  and  Taiwan  crises. 

How  much  did  you  spend  on  that  ? 

Admiral  Smith.  $20,000. 

Mr.  Thomas.  That  goes  into  the  revolving  fund. 

Wlio  operates  that  now  ? Is  that  under  N avy  j urisdiction  ? 

Admiral  Beardsley.  Yes,  sir;  Admiral  Will  is  commander  of 
MSTS. 

Mr.  Thomas.  Your  share  was  how  much  ? 

Admiral  Smith.  The  Bureau  of  Personnel’s  share  was  $20,000. 

Mr.  Thomas.  Is  this  for  the  Middle  East  or  the  Ear  East,  or  did  it 
cover  both  ? 

Admiral  Smith.  It  covers  both. 

Mr.  Thomas.  Can  you  break  it  down  right  quick  ? 

Admiral  Smith.  No,  sir. 

Mr.  Thomas.  How  much  for  the  Federal  pay  increase.  Civilian 
Pay  Increase  Act  of  1958  ? 

Admiral  Smith.  The  civilian  pay  increase  is  not  included  in  this 
appropriations.  I am  not  before  you  for  that. 

Mr.  Thomas.  It  says — 

* * * resulting  from  passage  of  the  Federal  Employees  Salary  Increase  Act  of 
1958  * * * 

and  so  on. 

Admiral  Smith.  That  is  the  $20,000  I spoke  of  which  we  allocated 
to  MSTS. 

Mr.  Thomas.  You  do  not  have  any  contribution  to  Military  Sea 
Transport  in  here  from  your  Bureau  ? 

Admiral  Smith.  Only  $20,000,  sir. 

Mr.  Thomas.  Does  that  cover  pay  act  or  actual  transportation 
costs  ? 

Admiral  Smith.  I think  the  Comptroller  might  speak  to  that  more 
clearly. 

Mr.  Thomas.  It  indicates  that  this  is  for  transport  service  rather 
than  the  pay  act  ? 

Admiral  Beardsley.  I think  it  is  for  the  transportation  costs  in- 
volving the  hire  of  civilians  charged  to  the 

Mr.  Thomas.  That  is  what  I thought  it  was,  too.  That  sounds 
nearer  right.  Admiral. 

Admiral  Beardsley.  That  is  right. 

Mr.  Thomas.  Can  you  break  that  down  between  Lebanon  and  the 
Taiwan  crises  ? 

Admiral  Smith.  I could  do  that  for  the  record.  I do  not  have  a 
breakdown  now  between  the  two. 

Mr.  Thomas.  All  right. 
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(Tlu*  ill ruiMiiat  ion  follows:) 

^ 'rh(‘ $20,000  itoin  for  the  civiliau  pay  increase  related  to  the  MSTS  (Military 
Soa  'I'raiispormtion  Service)  is  to  cover  increased  transportation  charges  by 
MS'l'S  resnlling  from  jiassage  of  the  Federal  Employees  Salary  Increase  Act 
<d  lii.ls.  'I'he  increase  was  not  provided  in  the  animal  Appropriation  Act  for 
fiscal  y<*:ir  1050.  The  item  is  a function  of  the  overall  cost  of  transportation 
pcrforiiKMl  for  this  appropriation  by  MSTS  and,  therefore,  cannot  be  distributed 
sjjecilically  as  a charge  incurred  due  to  the  Lebanon  and  Taiwan  crises. 

Afr.  Tiio.mas.  The  Navy  had  a pretty  good  share  in  both  operations, 
did  it  not? 

Admiral  Smith.  Yes. 

Mr.  T HOMAs.  Admiral  Holloway  was  over  in  the  Mediterranean 
<piite  a bit  and  you  had  the  rest  of  the  crowd  over  in  the  Pacific? 

Admiral  Beardsley.  The  larger  share. 

Admiral  Smith.  We  had  a larger  share  of  the  total  MSTS  part  of 
ti’aiisportation  and  things  there.  Nevertheless,  this  overage  here  was 
only  a small  part  of  the  increase  associated  with  the  Federal  employ- 
ee's salary  increase.  Only  this  $20,000  was  allocated  to  my  Bureau  to 
defray  this  cost  to  MSTS. 

Mr.  Jonas.  Would  you  yield? 

Mr.  Thomas.  Yes. 

REOULz\TION  REGARDING  TRANSPORTATION  ON  PERMANENT  CHANGE 

OF  STATION 

Mr.  Jonas.  Would  it  be  a good  idea  to  let  the  record  show  right 
lie  re  a brief  statement  by  the  admiral  giving  the  current  regulations 
pert  aining  to  change  of  station  ? One  hundred  and  thirty  million  dol- 
lars a year  for  transportation  costs  and  for  personnel  in  change  of 
stations  is  a tremendous  sum  of  money  and  I,  myself,  would  like  to 
know  what  the  present  rules  are  and  how  often  you  rotate  and 
transfer. 

Would  you  like  to  have  that,  Mr.  Chairman  ? 

Mr.  Thomas.  Yes.  Put  something  in  the  record  on  that  and  give 
us  a clear-cut  view  of  it. 

Admiral  Smith.  Yes,  sir. 

(The  information  follows:) 

Regulations  Regarding  Transportation  on  Permanent  Change  of  Station 

Moves  and  Rotational  Policies  of  Officers  and  Enlisted  Personnel 

Under  a permanent  change  of  station  move,  officers  and  enlisted  men  are  en- 
titled by  law  to  be  paid  {a  ) the  cost  of  the  travel  involved  for  the  officer  or  man 
between  the  duty  stations;  (&)  a per  diem  allowance  when  the  officer  or  man 
must  live  at  a temporary  duty  station  en  route  to  his  new  permanent  duty  sta- 
tion; (c)  the  cost  of  the  travel  of  dependents  between  the  permanent  duty  sta- 
tions; (d)  the  cost  of  moving  household  effects,  within  weight  limitations,  be- 
tween the  permanent  duty  stations  and  transpoi-tation  of  an  automobile  over- 
seas; and  (e)  a dislocation  allowance  if  the  man  is  married  and  entitled  to 
move  his  dependents. 

Based  on  the  latest  statistics  64  percent  of  the  total  movements  in  the  fiscal 
year  1658  was  made  in  connection  with  the  initial  travel  for  training  and  to 
first  duty  station,  and  eventual  travel  upon  separation  from  the  service.  An 
additional  17  percent  represents  administrative  moves,  which  include  travel 
incident  to  activation  and  inactivation  of  ships  and  stations,  hospitalization  of 
personnel,  humane  and  compassionate  cases,  discipline  and  legal  actions  and 
certain  other  actions.  The  remaining  19  percent  is  attributable  to  rotational 
and  advanced  training  requirements.  It  is  within  this  portion  of  the  moves 
that  the  most  effective  controls  of  the  budget  may  be  applied. 
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The  Navy  has  installed  a manpower  information  system  to  insure  that  the 
enlisted  men  are  given  equitable  treatment  in  their  assignment  to  sea  duty 
tours  and  to  shore  duty  tours.  Built  into  that  system  are  standard  tour  lengths 
that  give  an  enlisted  man  approximately  2%  tu  2%  years  at  a duty  station. 

The  tours  of  duty  for  officers  have  been  extended  to  maximize  their  tours  of 
duty  wherever  possible.  The  rotational  policy  for  officers  is  generally  as  follows  : 

There  must  lie  sufficient  rotation  of  officers  to  insure  the  variety  of  experience 
necessary  to  maintain  the  optimum  degree  of  combat  readiness  of  the  operating 
forces,  while  at  the  same  time  providing  a flexible  mobilization  nucleus  upon 
which  to  base  rapid  expansion  in  emergency.  Officers  are  rotated  between  sea 
and  shore  in  order  that  they  may  be  afforded  the  necessary  opportunity  to  main- 
tain seagoing  proficiency,  to  provide  the  advanced  schooling  essential  to  a 
modern  navy  and  to  insure  retention  of  the  operational  viewpoint  in  the  personnel 
who  direct  the  support  forces.  The  morale  factor  of  a more  settled  family  life 
is  also  a consideration  in  rotating  officers  to  shore  duty.  However,  to  permit 
an  officer  to  remain  ashore  too  long  would  result  in  an  unacceptable  lack  in 
appreciation  of  current  problems  of  the  operating  forces. 

Within  framework  of  above,  rotation  of  officers  is  as  follows  : 

A.  Noncareer  junior  officers  : 

One  ship  or  station  for  duration  of  obligatd  service. 

Doctors  and  supply  officers  are  rotated  once  from  sea  to  shore  (or  vice  versa) 
for  training. 

B.  Career  officers : 

Sea : 

Junior  officers 3 

Bieiitenant  commander 2 

(Commander 2 

Captain ^ 15 

^ Months. 

Admiral  Smith.  I would  like  to  state  at  the  outset,  this  $130 .million 
is  to^be  contrasted  with  $141  million  of  actual  obligations  in  the  fiscal 
year  just  passed. 

Mr.  Thomas.  Mr.  Jonas,  I have  seen  that  travel  bill  go  up  quite  a 
lot  higher  than  this. 

Mr.  J ONAs.  I would  like  to  cut  down  on  some  of  this. 

Mr.  Thomas.  The  admiral  has  already  agreed  to  give  us  a nice, 
crisp  statement  and  show  the  travel  bill  for  the  last  3 years  in  parallel 
columns. 

Admiral  Smith.  Yes,  sir. 

BASIS  FOR  estimated  .TRAVEL  COSTS 

me  state  how  this  cost  is  arrived  at  and  what  the  various  break- 
downs are. 

Sixty-four  percent  of  our  total  moves  are  paid  for  out  of  this  $130 
million  and  are  associated  with  incoming  and  outgoing  people.  In 
other  words,  120,000  sailors  will  leave  this  year  and  they  will  be  re- 
placed with  112,000  others  and — 

Mr.  Thomas.  Recruiting  and  discharging  programs  take  care  of 
more  than  half  of  it  ? 

A dmiral  Smith.  Sixty-four  percent  of  it.  Then  17  percent  of  this 
is  associated  with  humanitarian  moves,  moves  of  change  of  home  of 
ports  of  ships  and  such  matters. 

Mr.  Jonas.  Probably  requests  from  Congressmen  for  humanitarian 
moves. 


Shore : Years 

Ensign,  lieutenant,  and  lieu-1  « 

tenant  commander / 

Commander 2% 

Captain 3 
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PERMANENT  CHANGE  OF  STATION  FOR  ROTATION  OF  DUTT 

Admiral  Smi  i n.  Nineteen  percent  of  these  moves  are  really  ones 
1 can  take  a liand  on.  That  is  the  permanent  change  of  station  of 
peo])le  for  rotation  of  duty, 
r.  Jonas.  TTow  often  ? 

Admiral  Smith.  These  are  Regulars.  That  is,  people  who  are  ro- 
tated for  duty  to  go  for  training  or  to  broaden  their  experience,  or 
wliatever  it  may  be,  or  to  some  shore  station.  We  are  increasing  those 
tours  of  duty  in  many  ways.  The  young  officers,  for  example,  spend 
8 years  on  the  same  ship  now.  Our  enlisted  men  spend  3 years  in 
one  station. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Jonas.  I wanted  to  know  what  the  rule  is,  if  you  have  one. 
How  do  you  rotate  men  in  the  Navy,  and  how  often?  Is  there  a 
regular  rule? 

Admiral  Smith.  Yes,  sir;  there  are  standard  tours  of  duty.  For 
the  enlisted  men,  we  try  to  hold  that  to  3 years  before  they  are  at  the 
earliest  entitled  to  shore  duty.  For  officers,  similarly,  3 years. 

For  overseas  stations,  we  have  lengthened  that,  depending  on  the 
station  and  the  arduous  nature  of  the  duty,  from  12  months  to  3 years. 
It  would  be  12  months  in  such  a place  as  Saipan. 

^Ir.  Jonas.  You  may  not  save  money  on  that  if  you  have  to  move 
dependents. 

Admiral  Smith.  We  are  further  making  moves  to  the  extent  pos- 
sible only  on  the  coast  in  which  the  person  now  lives.  In  other  words, 
he  would  go  from  shore  duty  on  the  Atlantic  coast  to  the  Atlantic 
Fleet  and  from  the  Pacific  coast  to  the  Pacific  Fleet.  We  are  scruti- 
nizing very  carefully  the  people  we  allow  to  go  on  long  trips,  such  as 
to  a station  in  Europe.  A man  with  a big  family  does  not  get  to  go.. 
lYe  are  making  every  effort  we  can  to  reduce  this  sum  of  money. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Thomas.  On  the  record. 

Mr.  Bow  ? 

EFFORT  made  TO  MINIMIZE  TRAVEL 

Mr.  Bow.  I would  like  to  ask  the  Admiral  a question  on  travel. 

Admiral,  what  do  you  do  in  an  attempt  to  minimize  travel  ? Let 
me  give  you  an  instance. 

You  have  a junior  officer  on  board  a ship  who  is  scheduled,  let  us 
say,  to  go  to  the  Mediterranean.  His  tour  of  duty  will  end  shortly 
after  he  arrives  in  the  Mediterranean  and  he  goes  on  out  to  the  Medi- 
terranean and  then  you  fly  his  replacement  from  this  country  to  the 
ship  and  then  fly  the  other  man  back  at  the  end  of  his  tour  of  duty. 

Is  any  effort  made  to  check  on  situations  of  that  kind  and  correct 
them  ? 

Admiral  Smith.  There  really  is. 

For  this  year,  it  appears  to  be  reduced  by  about  one-third,  these 
kinds  of  moves.  We  have  been  enabled  to  do  this  by  improved  man- 
power information  systems  we  have.  We  know  more  about  the 
person,  when  his  tour  of  duty  expires,  and  we  take  timely  action 
to  insure  his  move  is  at  the  least  cost  to  us.  Further,  if  we  do  find 
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for  some  unforeseen  reajson  we  have  to  have  a replacement  officer 
in  the  Mediterranean,  we  see  to  it  that  we  move  him  back  on  Govern- 
ment transportation,  if  he  is  a single  officer,  or  single  enlisted  man, 
without  dependents,  and  bring  him  back  in  a destroyer  or  a tanker 
coming  back  to  the  United  States.  We  have  increased  the  use  of  the 
fleet  unit  to  the  maximum  extent  possible. 

Mr.  Bow.  You  feel  that  within  the  last  year  you  have  made  some 
progress  in  that  field  ? 

Admiral  Smith.  I am  certain  that  we  have. 

Mr.  Bow.  There  would  be  instances  where  you  would  send  a man 
and  no  sooner  would  he  get  to  his  destination  than  his  tour  of  duty 
would  expire  and  then  he  is  flown  back  and  his  replacement  is  flown 
out  from  the  United  States  ? 

Admiral  Smith.  That  is  right,  sir. 

Mr.  Bow.  Those  situations  did  exist  ? 

Admiral  Smith.  They  have  existed  and  they  do,  unfortunately, 
occur  from  time  to  time,  but  we  try  to  minimize  that. 

TRANSPORTATION  CAUSED  BY  LEBANON  AND  TAIWAN  CRISES 

Mr.  Thomas.  Let  us  take  a look  at  this  item  of  $265,000. 

Give  us  a rundown  on  it.  . - 

The  cost  that  you  attribute  to  the  transportation  on  the  Lebanon 
and  Taiwan  crises,  is  that  a guess  figure  ? 

Admiral  Smith.  No. 

TBAN SPORT ATION  OF  EVACUATED  DEPENDENTS 

Mr.  Thomas.  Transportation  to  Italy  for  evacuated  dependents, 
19  from  Baghdad  and  9 from  Beirut.  $5,000  ? 

Admiral  Smith.  That  came  from  Admiral  Holloway  at  the 
time 

Mr.  Thomas.  Who  created  that  debt  for  you  ? 

Admiral  Smith.  It  was  one  I had  to  bear,  but  these  people  had  to 
be  evacuated  because  of  the  situation. 

Mr.  Thomas.  Was  that  by  private  commercial  planes  or  how;  do 
you  recall  ? 

Admiral  Smith.  Commercial  plane. 

Mr.  Thomas.  Were  those  Navy  personnel  and  their  dependents 
or  civilians,  or  what 

Admiral  Smith.  Military  personnel. 

AUGUMENTATION  OF  FLEET  AND  OVERSEAS  ACTIVITIES 

Mr.  Thomas.  Additional  transportation  requirements  to  augment 
fleet  and  overseas  activities,  792  people,  $140,000.  What  was  that? 

Admiral  Smith.  These  were  augmenting  the  communication  facili- 
ties in  the  Mediterranean,  in  certain  of  the  ships  and  certain  of  our 
shore  stations  there. 

Mr.  Thomas.  Why  did  you  get  them  there?  Why  not  Bremer- 
haven  ? 

Admiral  Smith.  No  ; we  have  a plan  for  augmenting  both  east  and 
west. 

Mr.  Thomas.  Taking  them  from  the  States  ? 

Admiral  Smith.  Taking  the  cut  out  of  the  district  headquarters, 
schools,  and  so  forth. 
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TKANSFKK  OF  MEDICAL  SUPPORT  PERSONNEL 

Mr.  T noMAS.  Transfer  of  medical  support  personnel  to  reduce 
sli-en^lli  deficiencies  of  Marine  Corps  units,  167  people,  $27,000. 

A(lmiral  S.Mrj'ii.  One  hundred  and  sixty-seven  medical  people  were 
s(‘iii  o\  ei- 1 o beef  u[)  the  Marine  Corps  units. 

Mv.T  ii()M.\8.  Dr.  Hogan’s  people  ? 

Admiral  S:\tiTH.  Yes,  sir. 

Ti;.\.NHI*ORTATION  AND  PER  DIEM  IN  CONNECTION  WITH  COMMUNICATION  AUGMENT 

WEST 

Mr.  T iiOMAs.  Transportation  and  per  diem  for  personnel  assigned 
temporary  duty  in  connection  with  communication  augment,  west 
(138  people  through  October  31, 79  people  through  November),  about 
4 or  5 months? 

Admiral  Smith.  Yes,  sir.  That  was  the  west. 

Mr.  Thomas.  Are  these  civilians? 

Admiral  Smith.  No,  sir;  these  were  Navy  people.  Since  they  are 
on  temporary  duty,  we  paid  them  the  normal,  going  per  diem  until 
they  completed  their  temporary  duty  and  returned  to  their  stations. 

Mr.  Thomas.  “Civilian  pay  raise,”  to  cost  you  $20,000.  You 
rounded  off  that  figure,  Mr.  Budget  Officer?  You  were  not  putting 
the  fine  pencil  a little  bit  to  it  ? 

Admiral  Smith.  We  were  allocated  this  amount  by  the  Navy  Comp- 
troller to  pay  to  MSTS  as  our  share. 

Mr.  Thomas.  Off  the.r^ord; 

(Discussion  off  the  record.)  ' 

Mr.  Thomas.  Thank  you  very  much,  gentlemen. 
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Wednesday,  Febkuary  25, 1959. 


Aircr.vft  and  FxVcilities,  Nava" 

WITNESSES 

REAR  ADM.  R.  E.  DIXON,  USN,  CHIEF,  BUREAU  OF  AERONAUTICS 
VICE  ADM.  R.  B.  PIRIE,  USN,  DEPUTY  CHIEF  OF  NAVAD  OPERA- 
TIONS (AIR) 

REAR  ADM.  R.  M.  REYNOLDS,  USN,  ASSISTANT  CHIEF,  BUREAU  OF 
AERONAUTICS,  FOR  MAINTENANCE  AND  SUPPORT 
CAPT.  J.  K.  LEYDON,  USN,  COMPTROLLER,  BUREAU  OF  AERONAUTICS 
E.  J.  LEWIS,  DEPUTY  COMPTROLLER,  BUREAU  OF  AERONAUTICS 

Program  and  financing 


1959,  presently 
available 


19 '9  revised 
estimate 


Increase  (+) 
or 

decrease  (— ) 


Program  by  activities: 

Direct  obligations: 

1.  Flight  operations,  Regular  Navy 

2.  Flight  operations,  Naval  Reserve 

3.  Aircraft  overhaul 

4.  Station  operations,  Regular  Navy 

5.  Station  operations.  Naval  Reserve 

6.  Alteration  and  replacement  of  facilities 

7.  Supporting  equipment,  materiel  and  services... 

8.  Departmental  administration 

Supplemental  required  for  pay  increases 


Total  direct  obligations. 


Reimbursable  obligations: 

1.  Flight  operations,  Regular  Navy 

2.  Flight  operations,  Naval  Reserve 

3.  Aircraft  overhaul 

4.  Station  operations,  Regular  Navy 

5.  Station  operations.  Naval  Reserve 

6.  Alteration  and  replacement  of  facilities 

7.  Supportiug  equipment,  materiel,  and  services. 

8.  Departmental  administration 


Total  reimbursable  obligations. 
Total  obligations 


Financing: 

Unobligated  balance  brought  forward  (69  Stat.  438)... 
Advances  and  reimbursements  from  other  accounts: 
Deliveries  of  materiel  common  to  U.S.  require- 
ments ordered  by  military  assistance  in  current 
year 

Non-Federal  so'urces" ’(lO"  u's^cV y48l7io'U.S.’a ' 

2667,  5 U.S.C.  61b,  and  22  U.S.C.  1816) 

Anticipated,^  reimbursements  for  future  years  deliv- 
eries of  materiel  common  to  U.S.  requirements 
ordered  by  military  assistance  in  current  year 


New  obligational  authority. 


$181, 519, 000 
19,  243,  000 
246,  338,  000 
215,  835,  000 
15,  622,  000 
50,  286,  000 
105,  627.  000 
9,  647,  000 
-6.  249,  000 


$185,  751,  000 
19,  243,  000 
254,  540, 000 
216,  610,  000 
15,  622,  000 
50,  286,  000 
106, 169,  000 
,9,  647,  000 


837,  868,  000 


857,  868,  000 


1, 000,  000 


1,  000, 000 


28,  500,  000 
10,  812,  000 
742,  000 
650,  000 
2, 317, 000 
2,000 


28,  500,  000 
10, 812, 000 
742,  000 
650, 000 
2,317, 000 
2, 000 


44,  023,  000 


44,  023, 000 


881,  891,  000 


901, 891, 000 


-10, 000, 000 

-80,000 
-31,  588, 000 

-1, 600, 000 
-755,  000 


-10, 000, 000 

-80, 000 
-31,  588, 000 

-1,  600, 000 
-755, 000 


837, 868,  000 


857, 868, 000 


-f  $4, 232, 000 


-f8,  202,  000 

-f 775,  000 


-1-542,  000 
'+6,"249,’6o6 


-f 20, 000, 000 


-1-20, 000, 000 


-+-20, 000,  OOO 
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Object  classification 


Total  number  of  permanent  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

Personal  service  obligations: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  service  obligations 

Direct  obligations: 

01  Personal  services 

02  Travel 

03  Transportation  of  things 

04  Communications  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

Labor  contracts  w^ith  foreign  governments  i.-_ 

08  Supplies  and  materials 

09  Equipment 

10  Lands  and  structures. 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Subtotal 

Deduct  portion  of  foregoing  obligations  originally  charged 
to  object  classes  07,  08,  and  09., 

Total  direct  obligations 

Reimbursable'  obligations : 

01  Personal  services 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Total  reimbursable  pbligations 

Total  obligations 


1959,  presently 
available 

19''9  revised 
estimate 

Increase  (-4-) 
or 

decrease  (— ) 

$66, 877 
65, 489 
63,  692 

$66, 877 
65, 489 
63,  692 

336,  258, 000 
3,  000 
7,  674,  000 

336,  258, 000 
3,000 
7,  674,  000 

343,  935,  000 

343,  935, 000 

342, 477, 137 
13, 185, 000 
17,  384, 000 
2,  561, 000 
12,  040,  000 
2,  694, 000 
61, 3 6,  630 

2. 900. 000 

4. 113. 000 
251, 891,024 
112,  7'4, 000 

3. 683. 000 
21,  771,  209 

63,  000 
-6,  249, 000 

342,  477, 137 
13,  727, 000 
19,  464,  000 
2,  561, 000 
12, 040,  000 

2,  694, 000 
62, 680. 630 

2. 900. 000 

4.113. 000 
261, 696, 024 
112,754,  GOO 

3,  683, 000 
21,  771,  209 

63, 000 

-|-$542, 000 
+2, 080, 000 

-hi,  324, 000 

-h9,  805, 000 

-f  6, 249, 000 

842, 624, 000 
4,  756, 000 

862,  624, 000 
4,  756, 000 

+20, 000, 000 

837,  868, 000 

857.  868,  000 

+20. 000, 000 

1,  457,  863 

11. 609. 000 

27. 945. 000 
2,916, 908 

94, 000 
229 

1, 457, 863 
11, 609, 000 
27, 94^,  000 
2, 916, 908 
94, 000 
229 

44, 023, 000 

44. 023, 000 

881,891,000 

901, 891, 000 

+20, 000, 000 

1 Average  number  of  persons,  1959:  4,691. 


Admiral  Ensby.  Mr.  Chairman,  we  will  next  hear  from  Adm.  Rob- 
ert E.  Dixon,  Chief,  Bureau  of  Aeronautics,  and  the  Deputy  Chief 
of  Naval  Operations  for  Air,  Adm.  R.  B.  Pirie. 

Mr.  Thomas.  We  are  delighted  to  have  you  both. 

Are  you  both  going  to  make  a statement  ? 

GENERAL  STATEMENT 

Admiral  Dixon.  I have  a statement,  Mr.  Chairman. 

Mr.  Thomas.  Place  it  in  the  record  and  summarize  it  for  us. 

(The  statement  follows:) 

Statement  of  Reae  Adm.  Robert  E.  Dixon,  USN,  Chief,  Bueeaij  of 

Aeronautics 

Mr.  Chairman  and  members  of  the  committee,  the  “Aviation”  segment  of  the 
Navy’s  $123.9  million  supplemental  request  is  $20  million.  This  amount  covers 
three  requirements  which  cannot  be  accommodated  within  the  $837.9  million 
appropriated  to  our  1959  “Aircraft  and  facilities”  appropriation.  These  re- 
quirements arose  after  the  1959  appropriations  were  passed  and  consist  of 
$11.7  million  for  the  out-of-pocket  costs  of  the  Lebanon  and  Taiv  an  Straits 
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situations,  $2.1  million  for  unbudgeted  costs  of  Operation  Deep  Freeze,  and  $6.2'. 
million  for  a portion  of  the  cost  of  the  civilion  classified  pay  raise  enacted  last 
year. 

Our  largest  requirement  is  the  $11.7  million  spent  on  the  emergency  opera- 
tions in  the  Mid  and  Far  East.  At  the  outset  of  trouble  in  July,  the  Navy 
stepped  up  the  operating  tempo  of  its  combatant  forces  and  sustained  these 
operation  for  a period  of  about  4 months.  We  increased  the  flying  of  our 
carrier-based  aircraft  engaged  in  air  reconnaissance  and  antisubmarine  war- 
fare operations,  and  increased  the  number  of  patrol  aircraft  flying  the  Pacific. 
Atlantic,  and  Iceland  Barriers. 

Although  the  tempo  of  operations  has  now  lessened  somewhat,  the  readiness 
position  of  our  forces  is  being  maintained  at  a high  level  and  consequently' 
some  additional  costs  will  continue  to  accrue  for  the  remainder  of  the  year. 
In  our  request  to  you  today,  however,  we  are  asking  only  for  those  out-of-pocket 
costs  incurred  during  the  first  4 months  of  the  year  which  were  over  and  above 
normal  operating  costs.  These  over-and-above  normal  costs  include  the  in- 
creased consumption  of  aviation  fuel,  per  diem  for  deployed  units,  increased 
air-station  support,  and  particularly  the  cost  of  overhauling  additional  aircraft 
engines  and  of  performing  emergency  work  on  squadron  aircraft  to  make  them 
more  combat  ready.  All  other  costs,  such  as  drawdowns  on  stocks  of  repair 
parts  and  the  continued  deployment  of  aviation  forces  are  either  being  absorbed 
or  deferred  to  subsequent  years. 

Our  second  requirement  of  $2.1  million  for  Operation  Deepfreeze  is  for  the 
cost  of  reimbursing  the  Military  Air  Transport  Service  (MATS)  for  airlifting 
cargo  and  personnel  between  the  United  States  and  New  Zealand  and  thence  to 
American  bases  in  Antarctica.  These  bases  were  developed  in  support  of  this 
country’s  participation  in  the  International  Geophysical  Year.  Although  the 
international  aspects  of  Operation  Deepfreeze  are  drawing  to  a close,  four  of 
the  seven  American  Antarctica  bases  will  continue  in  operation  during  fiscal 
year  1959  as  a part  of  this  country’s  Antarctic  research  program.  No  funds 
were  included  in  the  1959  appropriation  requests  for  the  airlift  costs  of  serv- 
icing and  resupplying  these  bases.  The  Navy,  being  the  executive  agent  for 
Operation  Deepfreeze,  has  been  assigned  the  responsibility  for  financing  these 
costs  for  all  American  participants  in  the  Antarctic  program. 

Our  final  unbudgeted  requirements  of  $6.2  million  is  for  a portion  of  the  cost 
of  the  pay  raise  granted  to  the  classified  employees  last  year.  The  total  cost 
of  this  pay  raise  in  this  appropriation  amounts  to  $8.7  million,  but  we  are  ab- 
sorbing $2.5  million  of  these  costs  within  the  funds  already  appropriated.  In 
addition,  we  are  absorbing  all  other  wage  and  material  increases  affecting  this 
appropriation.  Per  diem  wage  increases  alone,  those  for  the  blue  collar  workers 
as  distinguished  from  the  classified  pay  raises,  have  amounted  to  $18  million 
since  we  submitted  our  1959  appropriation  request  a year  ago.  In  view  of 
the  increasing  funding  pressures  to  which  this  appropriation  is  subjected  no 
further  absorptions  are  possible. 

Accordingly,  we  are  requesting  relief  in  the  amount  of  $20  million  to  cover 
the  three  requirements  which  I have  just  described.  We  need  these  supple- 
mental funds  to  permit  us  to  continue  our  aviation  programs  at  an  orderly 
though  reduced  rate  for  the  remainder  of  the  year.  Failure  to  obtain  additional 
funds  to  cover  these  unbudgeted  costs  will  severely  disrupt  our  programs  in  the 
last  quarter  of  this  fiscal  year  and  adversely  affect  our  readiness  position. 

Admiral  Dixon.  Mr.  Chairman,  the  aviation  segment  of  the  Navy’s 
$123.9  million  supplemental  request  amounts  to  $20  million.  To  fur- 
ther break  this  down,  our  request  for  the  supplemental  in  the  direct 
flight  operations  area  totals  $2,152  million.  This  is  equivalent  to  the 
cost  of  flying  approximately  38,000  hours  more  than  we  had  planned 
during  the  Taiwan  and  the  Lebanon  emergencies. 

Mr.  Thomas.  Is  that  made  up  of  pay,  subsistence,  or  fuel  ? 

Admiral  Dixon.  These  are  aircraft  costs.  There  were  28,000  hours 
flown  as  a result  of  the  Middle  East  emergency  and  10,000  hours  as  a 
result  of  Taiwan. 

In  addition,  the  amount  requested  for  deployment  in  support  of 
the  International  Geophysical  Year,  is  $2,080,000. 
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Mr.  Thomas.  I thought  you  got  that  money  last  year  in  the  De- 
liciency  Appropriation  at  the  same  time  we  gave  it  to  the  Interna- 
tional Geophysical  Year. 

Did  we  not  give  the  International  Geophysical  Year  people  that 
amount  in  the  final  deficiency  and  did  you  not  get  some  money  for 
that  purpose  in  there,  too? 

Admiral  Dixon.  No,  sir.  That  was  in  1958.  We  had  no  money 
budgeted  for  1959. 

In  the  aircraft  overliaul  area,  we  require  a total  of  $8,202,000  broken 
down  into  $5,290,000  for  engine  overhaul ; $1,324,000  for  commercial 
servicing  of  aircraft;  and  $1.6  million  approximately  for  additional 
aircraft  rework.  In  the  station  operations  area,  we  need  $775,000  to 
pay  for  the  extra  cost  of  loading  and  off-loading  carriers  during 
these  emergencies. 

For  fleet  deployments,  under  supporting  equipment,  materiel,  and 
services,  we  have  requested  $542,000  as  a result  of  deploying  approxi- 
mately 9,000  additional  personnel  at  an  average  cost  of  about  $60 
each. 

Then  we  have  the  classified  pay  increase  figure  of  $6,249,000.  This 
will  pay  the  increase  for  the  classified  pay  raise  of  17,644  graded  per- 
sonnel. 

Mr.  Chairman,  that  sums  up  briefly  my  statement. 

Mr.  Thomas.  Well  done.  It  is  very  much  to  the  point. 

Mr.  Thomas.  This  appropriation  item  covers  flight  operations, 
$4,232,000;  aircraft  overhaul,  $8,202,000;  station  operations,  $775,000; 
supporting  equipment,  materiel,  and  services,  $542,000 ; supplemental 
required  for  pay  increases,  $6,249,000.  That  is  a total  of  five  items  in 
the  amount  of  $20,000,000. 

In  terms  of  object  classification,  you  have  travel,  $542,000;  trans- 
portation of  things,  $2,080,000 ; other  contractual  services,  $1,324,000 ; 
supplies  and  materials,  $9,805,000;  supplemental  required  for  pay 
increases,  $6,249,000. 

JUSTIFICATION  OF  THE  ESTIMATE 

Let  US  look  at  your  justification  and  put  in  pages  N-9-1  to  N-9-8. 

(The  pages  follow:) 

Justifigation  for  Supplemental  Estimates  for  Fiscal  Year  1959 
Aircraft  and  facilities,  Navy — Appropriation  introduction 


Total  appropriation,  1959_ $837,  868,  000 

Supplemental  request—^ 20,  000,  000 

Revised  appropriation  request 857,  868,  000 


Supplemental  requirements  of  $20  million  under  this  appropriation  consist 
of  $11.7  million  for  the  out-of-pocket  costs  of  the  Lebanon  and  Taiwan  Straits 
situation,  $2.1  million  of  unbudgeted  costs  for  Operation  Deepfreeze,  and  $6.2 
million  for  a portion  of  the  cost  of  the  civilian  classified  pay  raise. 

In  early  July  at  the  outset  of  the  emergency  in  the  Middle  East,  the  Chief  of 
Naval  Operations  ordered  the  strengthening  of  the  readiness  posture  of  all  the 
naval  forces.  This  took  the  form  of  a stepped  up  tempo  of  operations,  in- 
cluding increased  carrier  aircraft  operations,  air  reconnaissance  and  ASW 
operations,  the  augmentation  of  the  Iceland  Barrier,  as  well  as  placing  the 
Atlantic  and  Pacific  AEW  Barriers  at  full  capabUity.  Similar  actions  were 
taken  to  strengthen  the  readiness  of  the  naval  forces  in  the  Pacific.  Addi- 
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tioual  carriers  were  added  to  the  7th  Fleet,  the  tempo  of  air  operations 
was  increased,  ASW  operations  in  the  Taiwan  Straits  were  expanded  and  all 
carrier  task  groups  were  kept  at  sea. 

These  accelerated  emergency  operations  placed  an  acute  drain  on  the  operation 
and  maintenance  funds  of  the  Bureau  of  Aeronautics.  The  additional  costs 
incurred  were  of  two  types — out-of-pocket  costs  which  were  over  and  above  those 
programed,  such  as  increased  costs  attributable  to  increased  consumption  of 
aviation  fuel,  per  diem  for  deployed  units,  increased  air  station  support  and 
particularly  the  increased  cost  of  accelerating  engine  overhaul  schedules  and  the 
direct  rework  and  up-dating  of  squadron  aircraft  by  the  overhaul  and  repair 
department  as  a customer  service  for  deploying  fleet  units.  The  second  type 
of  cost  consisted  of  draw-downs  on  stocks  of  aircraft  and  catapult  repair  parts 
due  to  increased  usage  and  emergency  withdrawals.  Although  these  latter 
costs  are  real,  replenishment  procurement  can  be  deferred  subsequent  to  1959. 
Accordingly,  the  $11,671,000  supplemental  request  for  the  Mideast  and  Taiwan 
Straits  alerts  has  been  limited  to  the  out-of-pocket  costs  which  are  required 
to  permit  the  continued  support  of  the  oi^eratin:;^  forces  during  fiscal  year  1959. 

The  supplemental  estimate  for  the  Mideast  and  Taiwan  Straits  has  been  addF 
tionally  restricted  to  costs  associated  with  operations  through  October  31,  1958, 
based  primarily  upon  reports  from  fleet  commanders  and  air  stations.  The  field 
reports  indicating  the  charges  to  operating  funds  which  were  over  and  above 
normal  costs  have  been  supplemented  by  actions  taken  at  the  Bureau  level  to 
increase  the  funding  in  nonfieet  areas,  such  as  accelerated  aircraft  inductions 
at  commercial  overhaul  plants  and  Bureau-directed  workload  in  naval  overhaul 
and  repair  facilities.  Furthermore,  the  estimates  of  costs  for  aircraft  overhaul 
to  support  these  emergency  operations,  while  being  attributable  directly  to  op- 
erations conducted  through  the  first  4 months  of  the  fiscal  year,  represent 
an  inescapable  carryover  of  charges  beyond  that  period. 

: In  addition  to  the  costs  associated  with  the  Lebanon  and  Taiwan  alerts, 

$2,080,000  is  included  in  this  request  to  cover  the  costs  incurred  by  the  Military 
Air  Transport  Service  in  airlifting  personnel  and  cargo  during  the  current 
fiscal  year  in  support  of  Operation  Deep  Freeze.  It  has  been  determined  that 
this  is  a responsibility  of  the  Navy  as  executive  agent  for  this  operation  and 
comes  appropriately  within  the  scope  of  this  appropriation. 

Unbudgeted  costs  of  the  civilian  classified  pay  legislation  (P.L.  85-462) 
amounting  to  $6,249,000  are  included  in  this  request.  The  total  unbudgeted 
costs  of  this  pay  increase  is  $8,749,000,  $2,500,000  has  been  set  aside  to 
meet  a portion  of  the  cost.  The  remaining  $6.2  million,  together  with  the  $13.8 
million  for  the  Lebanon  and  Taiwan  emergencies  and  Operation  Deep  Freeze 
cannot  be  absorbed  because  of  the  magnitude  of  other  costs  facing  this  appro^ 
priation  this  year.  Material  and  labor  costs  have  continued  to  rise.  Un- 
budgeted wage  increases  of  per  diem  employees  alone  have  amounted  to  more 
than  $18  million  since  the  1959  budget  was  prepared  and  submitted  to  Congress. 
These  costs  are  being  absorbed  within  the  funds  available.  No  further  absorp- 
tion is  possible  without  seriously  weakening  the  readiness  position  of  naval 
aviation. 

Summary  of  obligations  by  budget  activity 


■ 'No.  ' 

Budget  activity 

Presently 

available 

Revised 

estimates 

Supplemental 

request 

1 

Blight  operations,  Regular  Navy..  i.  ...  . .. 

$181,519, 000 

19. 243. 000 
246, 338,  000 
215,  835,  coo 

15,  622, 000 

50. 286. 000 
105,  627, 000 

9,  647, 000 
-6, 249, 000 

$185,  751, 000 
^ 19, 243, 000 
• 254,540,000 
216,  610, 000 
15,  622, 000 
50,  286, 000 
106, 169, 000 
9,  647,  000 

$4, 232, 000 

2 

Blight  operations,  Naval  Reserve 

3 

Aircraft  overhaul. 

8,202,000 
775, 000 

4 

Station  operations.  Regular  Navy 

5 

Station  operations.  Naval  Reserve  ..  ....  ..  . 

6 

Alteration  and  replacement  of  facilities..  ...... 

7 

Supporting  equipment,  materiel  and  services 

542, 000 

8 

Departmental  administration.... 

, 

Supplemental  required  for  pay  increases 

6,  249, 000- 

Total !..l . 

837,  868, 000 

857,  868, 000 

20, 000, 000- 
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Budget  activity  No.  1.  Flight  operations,  Regular  Navy 


I’rosontly  available $181,519,000 

Revised  estimate 185,751,  000 

Supplemental  request 4,  232,  000 


A total  of  $4,232,000  is  required  to  pay  for  unbudgeted  flight  operations  during 
fiseal  year  1959.  Of  this  amount  $2,152,000  represents  the  cost  of  the  aviation 
fuel  and  supplies  consumed  to  support  the  Middle  East  and  Taiwan  operations. 
During  the  first  4 months  of  fiscal  year  1959,  fleet  commanders  reported  an  in- 
crease of  38,000  flying  hours  over  and  above  normal  operations  as  a result  of  the 
Middle  East  and  Taiwan  emergencies.  Approximately  28,000  of  the  additional 
hours  flown  resulted  from  the  Middle  East  emergency.  The  major  portion  of  this 
flying  occurred  in  July  and  August.  The  remaining  additional  10,000  hours  were 
flown  in  support  of  operations  in  the  Taiwan  area  primarily  during  September 
and  October.  The  Bureau  of  Aeronautics  also  must  pay  the  Military  Air  Trans- 
port Service  (MATS)  for  airlift  costs  incurred  during  fiscal  year  1959  in  support 
of  Operation  Deep  Freeze,  for  which  there  has  been  no  previous  provision  in  the 
budget.  The  cost  to  reimburse  the  MATS  industrial  fund  for  the  transportation 
of  cargo  and  personnel  between  the  United  States  and  New  Zealand  and  between 
New  Zealand  and  Antarctica  is  $2,080,000.  This  represents  5,100  flight  hours 
for  heavy  transport  aircraft  at  an  average  cost  of  $415  per  hour. 

Budget  activity  No.  S.  Aircraft  overhaul 


Presently  available $246,  338, 000 

Revised  estimate 254,  540,  000 

Supplemental  request 8, 202,  000 


Emergency  operations  occasioned  by  the  Lebanon  and  Taiwan  alerts  resulted 
in  a significant  increase  in  the  requirements  for  aircraft  and  engine  overhaul. 
The  cost  of  this  workload  during  the  first  4 months  of  fiscal  year  1959  amounted  to 
$8.2  million.  The  largest  amount,  approximately  $5,290,000,  was  required  to 
overhaul  engines  to  meet  the  needs  of  deploying  units  and  to  improve  the  avail- 
ability of  ready-for-issue  engines  in  the  supply  pipeline.  Similarly,  an  additional 
$1,324,000  was  required  to  increase  the  output  at  commercial  overhaul  plants 
providing  the  rework  of  fleet  aircraft. 

In  addition,  the  deploying  units  also  required  emergency  support  from  the 
overhaul  and  repair  departments,  to  rework  and  up-date  squadron  aircraft  to 
provide  full  combat  readiness.  This  latter  workload  accounts  for  the  remaining 
$1,588,000  of  the  total  $8.2  million  cost. 

Budget  activity  No.  4-  Station  operations,  Regular  Navy 


Presently  available $215,  835,  000' 

Revised  estimate 216,  610,  000 

Supplemental  request 775, 000 


Over  and  above  costs  incurred  by  air  stations  in  supporting  accelerated  opera- 
tions of  aviation  units  during  the  first  4 months  of  the  current  fiscal  year 
amounted  to  $775,000.  These  additional  costs  result  from  the  loading  and  off- 
loading of  carriers  and  supply  ships,  the  repositioning  of  Navy  and  Marine 
aviation  units,  and  the  added  station  costs  of  supporting  temporary  encamp- 
ments in  forward  areas.  Additional  overtime  hours  have  been  expended  by 
the  supply  departments  of  the  major  fleet  support  stations  in  packing,  crating, 
loading  arid  unloading  of  equipment  and  supplies,  and  the  use  of  supporting 
equipment  and  rolling  stock  has  been  greatly  accelerated,  thereby  generating 
additional  requirements  for  maintenance,  operation,  and  overhaul  funds.  In 
addition,  it  has  been  necessary  to  hire  civilians  to  replace  military  technical 
personnel  who  were  removed  from  station  communications  and  control  tower 
work  and  transferred  to  combat  billets. 
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Budget  activity  No.  7.  Supporting  equipment,  materiel  and  services 


Presently  available $105,  627,  000 

Revised  estimate 106, 169,  000 


Supplemental  request 542,  000 


Increased  deployments  of  naval  and  Marine  aviation  units  in  both  Atlantic 
and  Pacific  have  generated  inc leased  travel  costs  of  fleet  and  Marine  Corps 
aviation  personnel.  Through  October  31  these  charges  amounted  to  $542,000 
consisting  of  $358,000  for  Mideast  deployments  and  $184,000  for  2 months  in 
the  Pacific. 

Supplemental  required  for  pay  increases  . 


Presently  available 0 

Revised  estimate $6, 249,  000 

Supplemental  request 6,  249,  000 


The  unbudgeted  cost  of  the  classified  civilian  pay  raise  resulting  from  Public 
Law  85-462  payable  from  the  “Aircraft  and  facilities.  Navy”  appropriation  dur- 
ing fiscal  year  1959  is  estimated  at  $8,749,000.  This  estimate  covers  the  pay 
raise  cost  of  an  average  of  17,644  graded  personnel.  The  annual  payroll  for 
these  employees  amounts  to  $80.5  million  as  compared  with  a total  payroll  of 
nearly  $344  million  for  all  personnel  paid  from  this  appropriation.  Of  the 
$8,749,000  estimate,  the  amount  of  $8,389,000  covers  the  increased  salaries  and 
related  payroll  costs  (civil  service  retirement,  social  security,  and  Federal  em- 
ployees group  life  insurance  contributions)  of  employees  paid  directly  from  the 
“Aircraft  and  facilities”  appropriation.  The  remaining  $360,000  represents 
pay  raise  costs  payable  to  other  agencies  performing  work  on  behalf  of  the 
Bureau  of  Aeronautics.  Principal  among  these  are  payments  to  the  naval  indus- 
trial fund,  the  U.S.  Weather  Bureau,  and  the  National  Bureau  of  Standards. 

The  Navy  has  available  assets  in  the  amount  of  $2.5  million  to  apply  toward 
these  pay  raise  costs,  leaving  a supplemental  requirement  of  $6,249,000.  The 
amount  appropriated  for  fiscal  year  1959  as  compared  with  the  needs  of  the 
programs  supported  from  this  appropriation  is  such  that  no  further  absorption 
is  possible.  The  supplemental  request  of  $6,249,000  is  required  to  avoid  unneces- 
sary reductions  in  the  civilian  labor  force. 

Mr.  Thomas.  Under  this  appropriation  item,  you  show  $11.7  million 
for  out-of-pocket  costs  of  Lebanon  and  Taiwan  Straits  crises  $2.1 
million  for  unbudgeted  costs  for  Operation  Deep  Freeze  and  $b.2 
million  for  a portion  of  the  cost  of  the  civilian  classified  pay  raise. 

COST  OF  THE  PAY  RAISE  TO  THE  BUREAU  OF  AERONAUTICS 

What  was  the  entire  cost  of  the  pay  raise  for  the  Bureau  of  Aero- 
nautics ? 

Admiral  Dixon.  There  is  $2.5  million  additional  that  we  are  ab- 
sorbing ourselves,  Mr.  Chairman.  That  brings  it  up  to  $8.7  million 
for  the  total  value  of  the  pay  raise. 

Mr.  Thomas.  What  was  the  total  cost  for  the  Bureau  ? Is  that  it  ? 

Admiral  Dixon.  Yes,  sir. 

OUT  OF  POCKET  COSTS  FOR  LEBANON  AND  TAIWAN  STRAITS  SITUATIONS 

Mr.  Thomas.  This  paragraph  is  worth  repetition : 

* » * additional  costs  incurred  were  of  two  types — out-of-pocket  costs 
which  were  over  and  above  those  programed,  such  as  increased  costs  attributable 
to  increased  consumption  of  aviation  fuel,  per  diem  for  deployed  units,  increased 
air  station  support,  and  particularly  the  increased  cost  of  accelerating  engine 
overhaul  schedules,  and  the  direct  work  and  updating  of  squadron  aircraft  by 
the  Overhaul  and  Repair  Department  as  a customer’s  service  for  deploying 
fleet  units  * * *. 
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You  explain  that  a little  bit. 

Admiral  Dixon.  Mr.  Chairman,  when  these  emergencies  oc- 
curred— 

Mr.  Thomas.  The  temporary  duty. 

Admii  al  Dixon.  Our  fleet  units  were  stationed  at  home  ports  and 
tlien  they  were  immediately  deployed  on  temporary  duty  to  the 
scenes  of  action. 

Mr.  Thomas.  What  increase  in  pay  is  that  ? 

Admii’al  Dixon.  For  officers  it  is  about  $5.40  a day  and  for  enlisted 
men  $1.85  a day. 

Mr.  Thomas.  Any  additional  flight  pay? 

Admiral  Dixon.  This  is  just  per  diem  Mr.  Chairman. 

Mr.  Thomas.  This  is  not  flight  pay  at  all  ? 

Admiral  Dixon.  No,  sir. 

Mr.  Thomas.  Also  these  latter  costs  are  real,  it  goes  on  to  say- — 

replenishment  procurement' can  he  deferred  subsequent  to  1959.  Accordingly,!, 
the  $11,671,000  supplemental  request  for  the  Mid  East  and  Taiwan  Straits: 
alerts  has  been  limited  to  the  out-of-pocket  costs  which  are  required  to  permit 
the  continued  support  of  the  operating  forces  during  fiscal  year  1959. 

Out  of  this  $20  million  just  how  much  have  you  got  to  have?  Can. 
you  defer  all  of  this  over  to  your  next  year  to  take  care  of  this  cost? 

Admiral  Dixon.  Very  definitely  not,  Mr.  Chairman.  I feel  that 
these  are  very  honest  figures  for  the  increased  costs. 

Mr.  Thomas.  We  are  not  questioning  that  at  all. 

Admiral  Dixon.  May  I say  that  they  are  minimum  figures  and  sub-; 
stitute  those  words  ? 

These  are  costs  that  are  directly  attributable- 

DEEP  FREEZE  COSTS 

Mr.  Thomas.  What  about  your  Deep  Freeze  costs  here  of  $2.8  mil- 
lion? Wliat  is  that  made  up  of  ? 

Admiral  Dixon.  Mr.  Chairman,  it  might  be  well  to  state  that  prior 
to  this  fiscal  year 

Mr.  Thomas.  The  admiral  is  in  charge  of  the  operation  there  and 
he  dives  them  logistic  support  and  everything  else. 

Admiral  Dixon.  We  pay  for  this. 

Mr.  Thomas.  How  much  more  did  the  operation  cost  you  than  you 
liave  budgeted  here?  ,, 

Admiral  Dixon.  We  did  not  budget  anything  previously  for  the 
present  fiscal  year.  These  costs  are  to  pay  MATS  for  the  support  of 
the  peoole  in  Antarctica. 

Mr.  Thomas.  This  is  just  for  transportation  ? 

Admiral  Dixon.  This  is  for  transportation ; yes,  sir. 

Mr.  Thomas.  Wliere  are  the  food  costs  and  everything  else,  sub- 
sistence? ! 

Admiral  Dixon.  That  would  be  in  another  appropriation. 

Admiral  Beardsley.  That  is  in  another  appropriation,  Mr.  Chair- 
man. 

Mr.  Thomas.  You  have  transferred,  fed  them,  fueled  them,  and 
everything  else ; have  you  not  ? 

Admiral  Dixon.  Mr.  Chairman,  I think  that  I can  explain  this  cost 
by  saying  that  formerly  we  operated  these  aircraft  directly.  Theh; 
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MATS  took  over.  On  July  1,  1958,  MATS  went  on  industrial  fund- 
ing.  Every  service  we  get  from  MATS  now  we  have  to  pay  for. 

Mr.  Thomas.  It  is  on  a revolving  fund  basis  now  ? 

Admiral  Dixon.  That  is  right. 

Civilian  Classified  Pax  Inckease 

Mr.  Thomas.  You  have  some  unbudgeted  costs  here  for  the  civilian 
classified  pay  increase,  $6.2  million.  Is  that  a guess  figure  or  how  do 
you  arrive  at  that  ? 

You  have  arrived  at  a total  cost  of  $8.7  million. 

How  do  you  arrive  at  the  figure  of  $6,249,000  ? 

Admiral  Dixon.  This  is  the  cost  of  an  average  yearly  figure  of 
17,644  graded  personnel.  These  are  the  actual  costs  of  the  pay  in- 
crease, $6,249,000. 

Mr.  Thom  as.  You  mean  fit  is  an  arithmetical  calculation  , and  not 
subject  to  change  or  error  ? 

Mr.  Rooney.  You  mean  that  is  the  amount  you  have  not  absorbed; 
is  that  correct  ? 

Admiral  Dixon.  That  is  correct. 

Mr.  Thomas.  The  total  amount  is  $8.7  million  ? 

Admiral  Beardsley.  That  is  correct. 

Mr.  Thomas.  This  table  here  is  quite  interesting. 

Flight  Operations 

Flight  operations,  $4,232,000. 

Is  that  mainly  fuel  or  what  ? 

Admiral  Dixon.  It  is  for  fuel  and  other  consumables,  sir. 

Mr.  Thomas.  How  do  you  arrive  at  the  figure?  I cannot  see  how 
you  arrive  at  this  figure  and  be  so  accurate  about  it. 

Admiral  Dixon.  This  $4,232,000  ? 

Mr.  Thomas.  Yes.  Are  you  charging  this  up  to  your  emergency 
operation  over  in  the  Middle  East  and  Pacific  ? 

Admiral  Dixon.  That  is  correct,  for  approximately  one-half  of 
the  total. 

This  is  computed  by  types  of  airplanes,  cost  per  flying  hour,  and 
number  of  hours  flown.  The  remaining  one-half,  as  we  previously 
discussed,  is  for  the  support  of  Deep  F reeze. 

Mr.  Thomas.  Admiral,  would  you  take  about  $10  million  in  round 
figures  for  all  of  this  and  feel  pretty  good  about  it  ? 

You  would  not  feel  like  you  were  getting  unduly  hurt,  would  you? 

Admiral  Dixon.  Yes,  sir;  I would  feel  that  I had  done  very 
poorly. 

Mr.  Thomas.  No  fooling? 

Admiral  Dixon.  Yes,  sir. 

Aircraft  Overhaul 

Mr.  Thomas.  What  about  your  overhaul  figure  of  $8.2  million? 

Where  are  you  doing  that  overhaul  to  come  to  that  figure? 

Admiral  Dixon.  This  involves  the  overhaul  of  694  additional 
engines  at  the  beginning  of  this  fiscal  year  and  the  increase  in  overtime 
of  some  $1,192,000  as  a result  of  the  two  emergencies. 
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T1h*ii  we  had  to  OA^erhaul  10  extra  aircraft  in  the  barrier  operation 
and  to  o\  ei*haul 

Mv.  T HOMAS.  Where  are  you  getting  all  of  those  figures?  I do 
not  recognize  tliem. 

Admiral  Dixon.  I am  quoting  some  from  memory,  Mr.  Chairman. 

Mr.  T iiOMAS.  You  are  a little  too  fast  for  me.  I can  only  read 
wliat  you  put  down  in  this  book. 

Go  aliead. 

Admiral  Dixon.  The  $5,290,000  required  for  engine  overhaul  is 
broken  down  into  $1,324,000  for  the  increased  out-of-pocket  com- 
mercial overhaul  and  involves  additional  overhaul  or  completion  of 
10  extra  aircraft  for  the  barrier  operation  in  the  Atlantic  and  Pacific. 

Tlie  last  item  of  $1,588,000  involves  the  overtime  I mentioned,  Mr. 
Chairman. 

Mr.  Thomas.  There  are  no  personnel  costs  at  all  in  this? 

Admiral  Dixon.  There  is  some,  including  overtime  of  personnel 
;and 

Mr.  Thomas.  You  mean 

Admiral  Dixon.  Pay  raise. 

Mr.  Thomas.  I mean  flight  pay. 

Admiral  Dixon.  No,  sir.  No  flight  pay. 

Mr.  Thomas.  Has  this  work  been  done  yet  ? 

Admiral  Dixon.  Yes,  sir.  It  has  been  done. 

Mr.  Thomas.  Wliere  was  it  done? 

Admiral  Dixon.  It  was  done  for  the  most  part  in  our  shore  facili- 
ties, our  seaport  overhaul  shops. 

Mr.  Thomas.  Did  you  do  it  aboard  your  carriers  or  did  you  bring 
them  back  to  the  United  States  ? 

Admiral  Dixon.  No  ; this  is  on  shore. 

Mr.  Thomas.  I suppose  you  have  the  overhaul  done  wherever  you 
have  a little  slack  workload,  do  you  not  ? 

Admiral  Dixon.  Yes,  sir. 

Mr.  Thomas  (reading)  : 

In  addition,  the  deploying  units  also  required  emergency  support  from  the 
Overhaul  and  Repair  Departments  to  rework  and  up-date  squadron  aircraft 
to  provide  full  combat  readiness.  This  latter  workload  accounts  for  the  re- 
maining $1,588,000  of  the  total  of  $8.2  million  cost. 

* * * The  largest  amount,  approximately  $5,290,000,  was  required  to  overhaul 
•engines  to  meet  the  needs  of  deploying  units  and  to  improve  the  availability  of 
ready-for-issue  engines  in  the  supply  pipeline. 

DETERMINATION  OF  COSTS  DIRECTLY  ASSOCIATED  WITH  THE  EMERGENCIES 

Admiral,  you  are  sure  that  you  did  not  put  about  half  of  this  in 
your  regular  appropriation  in  1959,  and  the  other  half  will  be  put 
in  in  1960  ? 

Admiral  Dixon.  No,  sir. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

Admiral  Beardsley.  Mr.  Chairman,  I would  like  to  say  that  when 
we  considered  the  Lebanon  and  Far  East  situations  and  the  increased 
costs  for  the  Navy  and  not  just  this  appropriation,  we  found  it  diffi- 
cult at  times  to  determine  exactly  what  was  directly  a cost  related 
to  Lebanon  and  was  not  something  that  had  already  been  considered. 
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This  is  true  not  only  for  the  Navy  Department  but  I can  assure  you 
at  the  Bureau  of  the  Budget  level,  too. 

Mr.  Thomas.  That  is  what  I am  talking  to  the  Chief  of  the  Bureau 
about  now. 

Admiral  Dixon.  I am  going  to  speak  to  that  point. 

Not  only  the  Navy  Department,  but  also  the  reviewers  in  the  De- 
partment of  Defense  and  in  the  Bureau  of  the  Budget,  set  up  quite 
stringent  procedures  and  policies  to  attempt  to  restrict  these  costs  to 
those  that  we  could  definitely  associate  with  the  emergencies.  All  of 
our  Bureaus  had  additional  costs  associated  with  these  crises  which 
we  are  not  asking  reimbursement  for.  We  are  going  to  have  to  absorb 
them. 

Mr.  Thomas.  That  is  a good  statement  but  we  are  not  going  to  ex- 
pect you  to  do  the  impossible.  We  know  from  human  experience  you 
cannot  cut  a line  here  and  say,  “You  get  on  this  side  and  all  the  others 
on  the  other  side.”  You  do  the  best  you  can  and  I imagine  that  is 
pretty  good. 

Station  Operations 

Let  us  take  a look  at  your  station  operations,  $775,000. 

Over  and  above  costs  incurred  by  air  stations  in  supporting  accelerated  opera- 
tions of  aviation  units,  during  the  first  4 months  of  current  fiscal  year  amounted 
to  $775,000. 

Is  that  a regular  deficiency  item  ? 

Admiral  Dixon.  Yes,  sir. 

Mr.  Thomas.  Is  this  from  loading,  crating,  and  all  of  that? 

Admiral  Dixon.  That  is  right. 

Mr.  Thomas.  How  did  you  arrive  at  that  figure?  You  did  not  do 
a lot  of  crating  here  ? 

In  addition,  it  has  been  necessary  to  hire  civilians  to  replace  military  technical 
personnel  who  were  removed  from  station  communications  and  control  tower 
work,  and  transferred  to  combat  billets. 

How  much  are  you  charging  for  that  ? That  has  nothing  to  do  with 
crating  ? 

Admiral  Dixon.  This  is  largely  overtime  pay  with  regard  to  the 
first  item  you  mentioned. 

On  the  second,  I have  a figure  for  the  number  of  personnel.  It  is 
a very  limited  number  of  marines  who  were  transferred  from  station 
communications  to  combat  billets. 

Mr.  Thomas.  Can  you  break  down  roughly,  not  too  accurately,  the 
$775,000  in  your  various  components  ? 

You  have  personnel  money  in  here,  crating  money,  and  I imagine 
you  have  some  loading  and  unloading  money.  I do  not  know  whether 
you  have  any  rolling  stock  equipment  money  in  here  but  it  looks  like 
this  is  a catchall  item,  is  it  not  ? 

Admiral  Dixon.  This  is  additional  out-of-pocket  costs  at  the  naval 
air  stations,  getting  people  ready,  ships  ready,  and  squadrons  ready  to 
move.  Largely,  it  has  to  do  with  additional  overtime  authorized 
during  the  emergency. 

Mr.  Thomas.  It  all  arose  by  virtue  of  the  emergency  ? 

Admiral  Dixon.  Very  definitely. 

Mr.  Thomas.  Does  it  apply  to  the  carriers  as  well  as  to  the  ships  ? 

Admiral  Beardsley.  Yes,  sir. 
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Admiral  Dixox.  It  applies  to  loading  the  carriers  at  the  piers. 

Mr.  T iioMAS.  You  are  going  to  let  the  Bureau  of  Ships  take  care  of 
tlie  carriers  ? 

Admiral  Dixox.  The  Bureau  of  Ships  takes  care  of  the  costs  of 
operating  tlie  carriers,  Mr.  Chairman. 

Siu^roRTiNG  Equipment,  Materiel  and  Services 

Mr.  Thomas.  We  now  come  to  the  item  of  “Supporting  equipment, 
materiel  and  services,”  $542,000. 

Increased  deployments  of  naval  and  marine  aviation  units  in  both  Atlantic 
and  Pacific  have  generated  increased  travel  costs  of  fleet  and  Marine  Corps 
aviation  personnel.  Through  October  31  these  charges  amounted  to  $542,000, 
consisting  of  $358,000  for  Mideast  deployments  and  $184,000  for  2 months  in  the 
Pacific. 

Admiral  Dixon.  This  involves  the  expense  of  deploying  9,100  per- 
sonnel , at  an  average  cost  of  about  $60  each. 

Mr.  Thomas.  Where  is  this  charged  ? 

Admiral  Dixon.  This  is  purely  the  per  diem  payment  of  these  peo- 
ple, as  they  have  been  transferred  from  their  home  port  in  the  conti- 
nental United  States. 

Mr.  Thomas.  Why  is  it  charged  to  aircraft  and  facilities  ? It  looks 
like  it  should  be  personnel. 

Admiral  Dixon.  By  long-established  precedent,  this  is  a proper 
responsibility  of  the  “Aircraft  and  facilities.  Navy”  appropriation, 
Mr.  Chairman. 

Supplemental  Required  for  Pay  Increases 

Mr.  Thomas.  On  page  N-9-8,  we  have  “Supplemental  Required  for 
Pay  Increases,”  $6,249,000. 

Is  this  an  accurate  estimate  ? 

Admiral  Dixon.  Yes,  sir. 

Mr.  Thomas.  The  total  cost  was  $8.7  million?  You  absorbed  about 
$1.5  million? 

Admiral  Dixon.  $2.5  million,  Mr.  Chairman. 

Mr.  Thomas.  I beg  your  pardon.  That  is  right. 

Gentlemen  ? 

Mr.  Jensen.  Yes,  Mr.  Chairman. 

NEED  FOR  NAVAL  OFFICER  TRAINING  IN  BUSINESS  ADMINISTRATION  AND 

PROCUREMENT 

Is  the  procurement  officer  here  in  the  room  for  the  Navy  Depart- 
ment, the  person  in  charge  of  procurement  ? 

Admiral  Beardsley.  What  is  the  item,  sir  ? 

Mr.  Jensen.  Anything  pertaining  to  procurement  for  the  Navy. 

Admiral  Beardsley.  Each  of  the  bureau  chiefs  here  has  some  re- 
sponsibility for  certain  types  of  items.  Admiral  Dixon  is  responsible 
for  aviation  items. 

Mr.  Jensen.  Do  you  have  a chief  procurement  officer  in  the  Navy  ? 
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Admiral  Beardsley.  We  have  a Chief  of  Naval  Materiel,  who  is  in 
charge  of  overall  policy.  That  is  Vice  Admiral  Clexton,  USN.  He 
is  not  present. 

Mr.  Jensen.  Is  he  an  Annapolis  graduate  ? 

Admiral  Beardsley.  Yes,  sir. 

Mr.  Jensen.  Most  of  you  are,  I presume  ? 

Admiral  Beardsley.  The  majority. 

Mr.  Jensen.  When  you  went  through  the  Naval  Academy  at  An- 
napolis were  you  schooled  in  the  art  of  business  administration  and 
procurement  ? 

Admiral  Beardsley.  Wlien  I went  through  the  Naval  Academy,, 
which  happened  to  be  in  1929,  I do  not  recall  any  courses  in  pro- 
curement. We  had  no  courses  in  business  administration.  Since 
then  I have  taken,  at  my  own  cost,  the  Alexander  Hamilton  business 
administration  course  in  the  1930’s  and  I have  a degree  in  aeronauti- 
cal engineering.  I have  been  to  the  Harvard  advanced  management 
program  in  business  administration.  More  recently  we  have  in  our 
postgraduate  education  program  sent  officers  to  various  courses  in 
business  administration  which  involve  procurement  and  other  aspects 
of  business  administration. 

Mr.  Jensen.  Can  you  tell  me  if  Annapolis  is  now  giving  a course  in 
business  administration  and  procurement? 

Admiral  Beardsley.  I cannot  tell  you  that,  but  I can  provide  the 
information  for  the  record. 

Mr.  Jensen.  I would  like  to  know. 

( The  material  referred  to  follows : ) 

All  midshipmen  at  the  Naval  Academy  receive  basic  instruction  in  economics. 
Due  to  the  crowded  course,  no  other  background  studies  in  business  administra- 
tion are  included  in  the  curriculum,  for  most  junior  line  ofiScers  go  directly 
to  sea  where  they  do  not  have  major  procurement  duties  for  several  years.  The 
Naval  Academy  courses  give  them  the  best  possible  training  for  these  duties 
in  the  time  alloted.  However,  junior  officers  going  into  the  Supply  Corps  do 
get  an  intensive  course  in  procurement  and  related  business  administration  type 
subjects  before  their  first  assignment.  This  training  is  given  at  the  Navy’s 
Supply  Corps  School  at  Athens,  Ga. 

As  line  officers  advance  in  rank  and  approach  the  time  when  their  assignments 
will  include  procurement  duties,  provision  is  made  for  them  to  receive  additional 
training  in  these  fields.  This  is  accomplished  by  means  of  comprehensive  corre- 
spondence courses  as  well  as  specific  assignment  of  these  officers  to  post-graduate 
training  in  business  administration  at  civilian  institutions  such  as  Harvard,  the 
University  of  Michigan  and  Stanford.  The  Navy  also  sends  a group  of  officers  to 
the  re'‘u’ar  comptroller  course  at  George  Washington  University.  Generally, 
this  group  includes  more  senior  officers  who  will  be  assigned  to  responsible  i>osi- 
tons  requiring  the  additional  training  in  this  field. 

Mr.  Jensen.  I was  on  the  visiting  congressional  committee  a number 
of  vears  ago  and  I thought  this  was  going  to  be  a nice  little  outing. 
IV  e were  in  Annapolis  5 days  and  I must  say  that,  instead  of  being  an 
outing,  it  proved  to  be  quite  a chore. 

As  you  know,  we  went  intoi  all  of  the  functions  of  the  Academy.  I 
discovered  at  that  time  there  was  no  course  given  in  business  adminis- 
tration and  procurement. 

Knowing  that  the  Navy  purchases  each  year  billions  of  dollars’ 
worth  of  supplies,  the  last  day  we  had  a meeting  with  all  of  the 
officers  and  instructors  and  the  Commandant  of  the  Naval  Academy, 
I asked  them  why  they  did  not  give  a course  in  business  administration 
and  procurement.  They  gave  me  a very  weak  answer  and  I recom- 
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1 aslced  (horn  wliy  they  did  not  give  a course  in  business  administration 
and  procurement  so  that  there  would  be  no  duplication  in  purchasing, 
not  only  in  tlie  Navy,  but  also  between  tlie  military  agencies;  the 
Navy,  Army,  and  Air  Force.  They  took  it  in  all  good  grace,  right 
down  tlie  line. 

Off  the  1‘ecord. 

(Discussion  off  the  record.) 

Mr.  Ji  CNSEN.  On  the  record. 

Unit  was  Admiral  Joy,  who  was  then  the  commandant,  and  he  said, 
“Congressman,  I think  you  have  a good  plan.  I shall  look  into  it.” 

I heard  later  that  they  had  instituted  a course  in  business  admin- 
istration and  procurement,  but  I have  never  known  for  sure  that  they 
have  done  that. 

Gentlemen,  with  all  due  respect  to  you,  I have  seen  times  and 
instances  where  I felt  quite  sure  that  someone  in  the  purchasing 
division  of  your  Department  was  not  schooled  in  the  art  of  purchas- 
ing and,  because  of  that,  without  a doubt,  millions  and  possibly  bil- 
lions of  dollars  have  been  spent  needlessly. 

It  is  not  my  nature  to  be  critical  and  I have  the  highest  regard  for 
the  military. 

Off  the  record. 

(Discussion  off  the  record.) 

I feel  even  today  considerable  money  is  being  spent  that  is  possibly 
on  a duplication  of  effort,  especially  in  the  purchasing  field,  and  I 
think  that  that  stems  from  the  fact  that  military  men  both  of  the 
Army  and  the  Navy  have  not  been  schooled  in  the  academies  in  the 
art  of  business  administration  and  procurement.  As  I said,  I have 
been  just  a hardheaded  businessman.  I worked  for  a large  corpora- 
tion and  they  were  good  businessmen.  They  saw  to  it  that  the  man- 
agers of  their  facilities  knew  what  they  were  doing.  We  had  to  report 
every  day  to  headquarters,  so  you  can  well  understand  that  I am  a 
little  critical  of  anyone  in  Government  who  might  spend  money  that 
is  not  necessary.  I hope  that  you  will  find  out  for  me  if  the  Naval 
Academy  is  giving  a course  in  business  administration  and  procure- 
ment, because  if  they  are  not  they  certainly  should  be. 

Admiral  Beardsley.  I will  insert  that  in  the  record. 

(The  information  may  be  found  on  p.  321.) 

Admiral  Beardsley.  I would  like  to  add  that  of  the  services  in  the 
last  5 years  have  made  tremendous  advances  in  this  whole  question  of 
business  training.  At  the  postgraduate  school  of  the  Navy  we  have 
had  a series  of  short  courses  in  the  summertime.  We  have  had  a course 
of  about  4 months’  duration  which  goes  into  all  aspects  of  accounting, 
procurement,  and  business  administration,  and  that  is  going  to  be 
lengthened  a vear  from  now  to  a 9 months’  course.  We  will  not  take 
the  younger  officers  before  they  go  to  sea.  There  are  very  few  instances 
where  ensigns  are  in  a position  to  become  procurement  officers.  They 
usually  go  to  sea.  Most  ensigns  do  not  get  involved  in  the  procure- 
ment aspect  immediately.  We  are  trying  to  improve  and  get  more  of- 
ficers in  business  administration  in  general.  Many  of  the  supply  of- 
ficers have  had  training  in  business  administration,  including  pro- 
curement, so  the  Navy  is  doing  a lot  in  this  field. 
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CIVILIAN  PERSONNEL  IN  THE  DEPARTMENT 

Mr.  Jensen.  What  is  the  number  of  civilian  personnel  that  you 
have  in  the  Navy  at  this  time  ? 

Admiral  Ensey.  361,000  going  down  to  359,000  at  the  end  of  this 
fiscal  year. 

Mr.  Jensen.  That  includes  civil  service  employees  and  blue-collar 
workers  ? 

Admiral  Ensey.  All  civilians. 

Mr.  Jensen.  Will  you  supply  for  the  record  the  number  of  blue- 
collar  workers  and  the  number  of  civilians  ? 

Admiral  Ensey.  Yes. 

(The  information  follows :) 

As  of  December  31, 1958  : 


Total  civilian 360, 272 

Blue-collar  workers 223.  025 


NUMBER  OF  WAVES 

Mr.  Jensen.  Now,  I believe  that  the  WAVES  are  attached  to  the 
Navy? 

Admiral  Ensey.  Yes. 

Mr.  Jensen.  How  many  WAVES  do  you  still  have?  You  may 
supply  that  for  the  record. 

(Insert  requested  information.) 

As  of  Jan.  1, 1959  ; 

Enlisted 4,  851 

Officers 657 

Mr.  Jensen.  The  reason  I bring  that  up  is  this — when  we  instituted 
the  WAVES,  as  we  did  the  WAC’s  and  the  SPAR’s,  the  Congress 
was  sure  that  these  girls  were  going  to  be  used  in  clerical  work  to 
a very  great  degree,  and  by  so  doing  would  relieve  the  boys  to  fight. 
Now,  that  is  putting  it  bluntly.  And  we  were  told  that  by  so  doing 
it  would  make  it  possible  to  have  less  civilian  employees.  But  on 
the  contrary,  ever  since  that  time  the  civil  service  employees,  I think 
the  record  will  show,  have  increased.  So  we  have  the  civil  service 
employees  in  great  numbers  in  addition  to  the  WAVES  that  were 
supposed  to  do  clerical  work. 

Mr.  Thomas.  Will  the  gentleman  yield  off  the  record? 

(Discussion  off  the  record.) 

Mr.  Jensen.  I am  not  taking  any  exception  to  the  WAVES.  I 
think  that  they  have  done  what  they  were  supposed  to  do  except  I 
feel  that  the  Congress  was  sort  of  hoodwinked  a bit  in  the  promise 
that  the  WAVES  would  be  doing  clerical  work  to  a very  great  de- 
gree and  relieve  the  boys  to  fight. 

As  I said  to  the  Army  this  morning,  it  appears  to  me  that  there 
are  many  of  the  low-grade  personnel  in  the  Navy  that  could  do  an 
awful  lot  of  this  clerical  work  and  make  it  less  necessary  to  have  so 
many  civilian  employees  doing  clerical  work. 

Do  you  want  to  talk  on  that  ? What  do  you  have  to  say  ? 

Admiral  Ensey.  I would  like  to  propose  that  we  submit  for  the 
record  some  sort  of  a trend  indication;  in  other  words,  the  number 
of  WAVES  compared  to  the  number  of  civilian  personnel  for  the 
past  3 years  to  get  an  overall  feel  for  this.  I regret  to  say  that  I 
caniiot  find  the  figures  right  here. 


324 


(The  following  information  was  supplied  for  the  record:) 


Calendar  year  end 

Number  of 
WAVES 

Number  of 
civilians 

1956 

5,  872 
5,238 
5.  508^ 

393,332 
365, 258 
360,272 

1957 

1958...  

INCREASE  IN  CIVILIAN  PERSONNEL 

Mr.  Jensen.  This  situation  applies  to  most  every  department  of 
Government.  They  say,  “I^et  us  have  these  men  and  this  machinery 
and  this  equipment  and  these  electrically-operated  machines  and  we 
will  reduce  our  personnel.”  But  invariably,  instead  of  reducing  them, 
the  personnel  is  increased  except  in  the  Veterans  Administration. 
Gentlemen,  I think  that  every  department  of  Government  should  take 
a leaf  from  the  Veterans  Administration’s  book  who  have  about 
65,000  fewer  employees  today  than  they  had  in  1947.  They  reor- 
ganized their  forces  and  they  put  in  machinery,  up-to-date  machiiieiy, 
that  would  calculate,  and  by  so  doing,  that  agency  of  Government  has 
been  able  to  reduce  personnel  to  the  tune  of  about  65,000  people  in  the 
last  10  years. 

I wonder  why  other  departments  of  the  Government  cannot  do  it 
as  far  as  administration  is  concerned.  I know  that  you  have  to  have 
fighting  men  and  I want  them.  I want  America  to  be  more  than  ade- 
quately strong,  and  I have  always  voted  for  that  very  thing,  but  I 
think  an  awful  lot  of  money  can  be  saved  if  you  had  better  business 
administration.  I do  not  want  to  lecture  to  you  gentlemen,  far  be  it 
from  that,  but  it  is  the  responsibility  of  a Member  of  Congress  when 
he  sees  something  he  thinks  could  be  done  better  and  more  cheaply 
to  mention  it  and  ask  you  gentlemen  who  are  the  servants  of  the  peo- 
ple, just  as  we,  to  cooperate  and  to  see  if  they  cannot  improve  the  busi- 
ness administration  of  their  departments,  and  I ask  every  department 
of  our  armed  services  to  do  that. 

Mr.  Rooney.  Will  the  gentleman  yield?  I was  always  under  the 
impression  the  Navy  was  the  best  of  the  armed  services  insofar  as 
management  and  procurement  are  concerned. 

Mr.  Jensen.  I agree.  I think  they  are,  but  I still  think  there  could 
be  improvement  made  that  would  show  great  savings. 

Mr.  Bow.  Do  I understand  this  overhaul  on  aircraft  has  all  been 
completed  so  we  are  in  combat  readiness  wdth  those  that  you  have 
scheduled  here  ? 

Admiral  Dixon.  That  is  correct.  I would  like  to  say,  however, 
that  we  have  already  utilized  some  of  the  funds  in  this  operation  we 
expected  to  utilize  in  the  remainder  of  the  fiscal  year,  and  thus  our 
request  for  additional  funds. 

Mr.  Bow.  Thank  you ; that  is  all. 

NUMBER  or  NAVAL  RESERVE  OFFICERS  DRAWING  FLIGHT  PAY 

Mr.  Jonas.  How  many  Naval  Reserve  officers  do  you  have? 

Admiral  Pirie.  Reserve  officers? 

Mr.  Jonas.  Drawing  flight  pay. 

Admiral  Pirie.  We  have  a total  of  6,115  Naval  Reserve  pilots  on 
active  duty  drawing  flight  pay  and  5,420  (weekend  warriors)  in- 
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active  duty  Naval  Keserve  pilots  drawing  flight  pay  based  on  48 
drill  periods  per  year  as  of  December  31, 1958. 

Mr.  Jonas.  You  do  not  have  a breakdown  between  Kegular  and 
Reserve  ? All  of  this  item  is  for  the  Regular  service  ? 

Admiral  Dixon.  That  is  right. 

Mr.  Jonas.  But  you  have  an  item  in  the  total  budget  for  the 
Reserve  program.  You  may  supply  the  answer  for  the  record. 

Mr.  Thomas.  Thank  you  gentlemen  very  much. 

Admiral  Dixon.  May  I say  one  thing?  As  we  stated  in  the  first 
part  of  our  presentation  here,  these  costs  that  we  are  presenting  are 
not  the  whole  costs  that  we  have  suffered.  We  think  they  are  very 
minimum  figures. 


Wednesday,  February  25,  1959. 
Ships  and  Facilities,  Navy 

WITNESSES 

REAR  ADM.  W.  J.  MARSHALL,  FOR  DEPUTY  CNO  (LOGISTICS) 

REAR  ADM.  A G.  MUMMA,  CHIEF,  BUREAU  OF  SHIPS 

CAPT.  E.  H.  BATCHELLER,  USN,  COMPTROLLER,  BUREAU  OF  SHIPS 

Program  and  financing 


Program  by  activities: 

Direct  obligations: 

1.  Maintenance  and  operation  of  the  active  fleet.. 

2.  Active  fleet  alterations  and  improvements 

3.  Technical  support  programs 

4.  Maintenance  and  preservation  of  reserve  fleet.. 
Maintenance  and  operation  of  Naval  Reserve 

training  vessels 

Fuel  for  ships 

Procurement  of  maintenance  material... 

8.  Fleet  support  facilities 

9.  Departmental  administration 

Supplemental  required  for  pay  increase 


5. 

6. 

7. 


Total  direct  obligations 

Reimbursable  obligations:  Total  reimbursable  obliga- 
tions  


Total  obligations. 


Financing: 

Unobligated  balance  brought  forward  (69  Stat.  438)... 
Unobligated  balance  (anticipated  reimbursements  to 
be  earned  from  military  assistance  fund  reservations) 

transferred  to  or  from  (— ) other  accounts 

Advances  and  reimbursements  from — 

Deliveries  of  materiel  common  to  U.S.  require- 
ments ordered  by  military  assistance  in  current 

year 

Other  accounts 

Non-Federal  sources  (10  U.S.C.  2481,  2665,  7367; 

31  U.S.C.  489a) 

Anticipated  reimbursements  for  future  year  deliveries 
of  materiel  common  to  U.S.  requirements  ordered 

by  military  assistance  in  current  year 

Unobligated  balance  carried  forward  (69  Stat.  438) 

Unobligated  balance  no  longer  available 


New  obligational  authority. 


1959, 

presently 

available 


$328,  562, 000 

75. 978. 000 

64. 877. 000 

18. 526. 000 

10,  681,  000 
107,  370,  000 
70,  620, 000 
93,  743, 000 

17. 454. 000 
-7, 403, 000 


780, 408,  000 
32,  756,  000 


813, 164, 000 


-7, 313,  253 
618, 815 


-5,  506, 000 
-19,856,000 

-4, 400, 000 


-6, 392, 000 
10, 092, 438 


780,408,000 


1959, 

revised 

estimate 


$337,  520, 000 

76. 213. 000 
64,  877,  000 
18,  526,  000 

10. 681. 000 
107, 370, 000 

73. 085. 000 
94,  682,  000 

17. 454. 000 


800,  408, 000 
32,  756, 000 


833, 164, 000 


-7,  313,  253 
618, 815 


—5,  506, 000 
-19, 856, 000 

-4, 400, 000 


-6, 392, 000 
10, 092, 438 


800,408, 000 


1959,  increase 
(-f ) or  de- 
crease (— ) 


+$8, 958, 000 
+235, 000 


+2, 465, 000 
+939, 000 


+7, 403, 000 


+20, 000, 000 


+20, 000, 000 


+20,000,000 
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Object  classification 


1959,  presently 
available 


1959  revised, 
estimate 


Increase  (+) 
or 

decrease  (— ) 


DHTARTMENT  OF  THE  NAVY 


Total  number  of  permanent  positions 

Full-time  cfiuivalcnt  of  all  other  positions. 

Average  number  of  all  employees 

Number  of  cm{)loyees  at  end  of  year 


Personal  service  obligations; 

Permanent  i)Ositions 

I’ositions  other  than  permanent. 
Other  personal  services 


Total  personal  service  obligations. 


Direct  obligations: 

01  Personal  services 

Travel 

Transportation  of  things 

Communication  services 

Rents  and  utility  services 

Printing  and  reproduction 

Other  contractual  services 

Services  performed  by  other  agencies 

Labor  contracts  with  foreign  governments 

Supplies  and  materials 

Equipment 

Lands  and  structures 

Grants,  subsidies,  and  contributions 

Refunds,  awards,  and  indemnities 

Taxes  and  assessments 


02 

03 

04 

05 
Of) 
07 


Total  direct  obligations. 
Reimbursable  obligations: 


01 

07 

08 
09 


Personal  services. 

Other  contractual  services. 

Supplies  and  materials 

Equipment 


Total  reimbursable  obligations. 


Total,  Department  of  the  Navy. 

ALLOCATION  ACCOUNTS 
07  Other  contractual  services 


Total  obligations - 


9,173 

1 

8,  961 

9,  046 


9, 173 
1 

8,  961 
9, 046 


$40,  301,  000 
10,  000 
2, 158,  000 


$40,  301, 000 
10, 000 
2, 158,  000 


42,  469,  000 


42, 469,000 


42,  469,  000 
5,  642,  000 
4,  335,  000 
2,  200,  000 
8,  300,  000 
1,  216,  000 
419,  526, 100 
18,  525, 000 
8,  760,  900 
223,  970, 000 
44, 147, 000 

350. 000 
1, 800, 000 

90, 000 

280. 000 
-7,403,000 


42, 469, 000 
5,  642, 000 
4,  335,  000 
2, 200,  000 
8,  300,  000 
1,  216, 000 
423,  695, 100 
18,  525, 000 
8,  760,  900 
229, 933, 000 
46,  612, 000 

350. 000 
1, 800, 000 

90,000 

280. 000 


774,  208, 000 


794,  208, 000 


12,  536, 000 
1,  720, 000 
18,  500, 000 


12,  536, 000 
1,  720, 000 
18,  500, 000 


32,  756, 000 


32,  756, 000 


806,  964, 000 


6,  200, 000 


826,  964, 000 


6,  200, 000 


813, 164,  000 


833, 164, 000 


+$4, 169, 000 


+5,  963, 000 
+2,  465, 000 


+7,  403, 000 


+20, 000, 000 


+20, 000, 000 


+20, 000, 000 


1 Average  number  of  persons:  1959,  8,968. 

Mr.  Thomas.  We  are  delighted  to  have  Admiral  Marshall  and 
Admiral  Mumma  with  us.  We  will  be  delighted  to  have  a statement 
from  both  of  you,  or  either  one,  as  you  like. 


GENERAL  STATEMENT 

Admiral  Mumma.  I have  a short  statement  that  I would  like  to 
read  for  the  record. 

Mr.  Chairman  and  members  of  the  committee,  I am  very  glad  to 
appear  before  you  today  to  discuss  the  fiscal  year  1959  supplemental  ap- 
propriation request  for  “Ships  and  Facilities,  Navy.”  We  are  request- 
ing an  additional  $20  million.  The  greater  part  of  this  request,  $12,- 
597,000,  is  required  as  a direct  result  of  Navy  participation  in  the 
Middle  East  and  Far  East  crises,  while  $7,403,000  is  needed  for  the 
salary  increase  granted  to  classified  civilian  employees  by  the  Congress 
in  June  1958. 
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As  you  gentlemen  are  aware,  the  Navy  has  played  a major  role 
in  supporting  U.S.  policy  during  the  crises  that  flared  up  last  year  in 
the  Middle  East  and  in  the  Formosa  Straits.  In  each  instance,  the 
6th  and  7th  Fleets  in  the  troubled  areas  were  augmented  by  available 
fleet  units,  many  ships  under  repair  were  rushed  to  completion,  and 
ship  inactivations  were  canceled  or  deferred.  The  greatly  increased 
operating  tempo  of  a larger  number  of  ships  than  had  been  planned, 
combined  with  emergent  requirements  associated  with  U.S.  action  in 
Lebanon  and  in  the  Taiwan  area,  have  given  rise  to  costs  substantially 
in  excess  of  those  provided  for  in  the  fiscal  year  1959  budget.  In 
particular,  heavy  requirements  were  generated  to  bring  supplies  and 
equipage  up  to  a reliable  level  for  these  crises,  for  emergency  re- 
pairs, and  for  overtime  last  summer  to  speed  the  completion  of  ships 
being  repaired.  Sustained  high-speed  steaming  incident  to  interna- 
tional crises  and  a curtailment  of  inport  time  have  built  up  a greater 
than  normal  backlog  of  deferred  maintenance  for  ships  now  under- 
going repair  or  scheduled  for  overhaul.  To  partially  offset  these  costs 
the  $12,597,000  is  being  requested. 

No  funds  were  provided  in  the  fiscal  year  1959  budget  for  the  aver- 
age 10  percent  pay  increase  for  classified  civilian  employees  enacted 
into  law  in  June  1958.  We  are  requesting  an  additional  $7,403,000  to 
meet  this  requirement. 

The  $20  million  we  ask  cannot  be  reasonably  provided  by  repro- 
graming. Keprograming  has  already  been  extensive  in  this  appro- 
priation. It  has  been  necessary  in  order  to  offset  increases  in  wages 
for  wage  board  employees  and  in  material  prices  that  have  occurred 
since  the  1959  budget  was  submitted.  These  unbudgeted  costs,  for 
which  additional  funds  are  not  being  requested,  have  been  compen- 
sated for  by  cutting  back  programs  and  by  a price  reduction  in  fuel. 
All  programs  other  than  those  directly  supporting  active  fleet  opera- 
tions and  maintenance  have  been  reduced  to  bone-bare  austerity. 
Therefore,  we  reluctantly  come  forward  with  this  request  for  a sup- 
plemental appropriation. 

Unless  the  relief  offered  by  this  supplemental  appropriation  request 
is  forthcoming,  we  will  have  to  make  cuts  in  the  vital  programs 
directly  supporting  the  active  fleet.  This  will  result  in  a generally 
reduced  level  of  maintenance  and  in  the  deferral  of  overhauls  urgently 
required  by  active  fleet  ships.  Your  approval  of  this  request  will 
offset  the  increased  costs  resulting  from  the  Lebanon  and  Taiwan 
crises,  the  classified  civilian  pay  raise,  and  will  prevent  further  cut- 
backs in  the  essential  programs  supported  by  this  appropriation. 

Mr.  Thomas.  That  was  a fine  statement.  If  you  are  laboring 
under  any  delusions,  we  did  not  tell  you  to  come  in  here  and  ask  this 
committee  for  money.  If  you  are  embarrassed  about  it,  we  can  call 
it  off  now. 

Admiral  Mumma.  I am  not  quite  that  reluctant. 

Mr.  Thomas.  F or  your  maintenance  operation  of  the  active  fleet  you 
are  asking  for  $8,958,000 ; for  the  active  fleet  alteration  and  improve- 
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ment,  $235,000.  You  must  have  hit  some  stumps  out  there  in  the 
Mediterranean. 

I see  that  you  have  for  procurement  of  maintenance  material 
$2,455,000.  Fleet  support  facilities,  $939,000.  Then  your  pay  increase 
is  $7,403,000.  Now,  under  direct  obligations  you  show  other  con- 
tractual services,  $4,169,000;  supplies  and  materials,  $5,963,000;  and 
equipment  $2,465,000. 

W e cannot  change  the  Pay  Act.  It  remains  the  same. 

Admiral  Mumma.  That  is  right.  That  is  accounted  for  by  the  fact 
that  the  industrial  fund  pay  increase  was  absorbed  for  the  blue  collar 
workers. 

Mr.  Thomas.  How  do  you  break  that  down  between  your  civil 
service  and  your  industrial  people  ? 

Admiral  Mumma.  This  includes  both  types  that  are  paid  under  this 
appropriation.  “Shipbuilding  and  conversion,  Navy,”  pays  for  the 
remainder  by  repricing. 

Maintenance  and  Operation  of  the  Active  Fleet 

Mr.  Thomas.  Let  us  take  a look  at  maintenance  and  operation  of  the 
active  fleet  where  you  are  asking  for  $8,958,000.  You  say  in  your 
justifications: 

The  expensive  operations  of  the  active  fleet  during  the  recent  period  of  inter- 
national tension  in  the  Middle  and  Far  East  have  caused  and  revealed  a number 
of  significant  material  deficiencies  in  active  fleet  readiness.  The  urgent  necessity 
to  make  all  operating  forces  immediately  ready  for  sea  when  the  crisis  broke, 
and  the  intensive  operations  in  the  Lebanon  and  Taiwan  areas,  created  a heavier 
than  planned  usage  of  supplies  and  equipage  funds.  The  heavy  burden  placed  on 
this  program  continues. 

DELAY  IN  INACTIVATION  OF  SHIPS 

You  did  not  have  to  break  any  ships  out  of  the  reserve,  did  you? 

Admiral  Mumma.  No,  sir;  but  we  did  fail  to  inactivate  ships  that 
had  been  planned  for  inactivation  in  order  to  continue  them  active 
during  the  crisis. 

Mr.  Thomas.  It  was  cheaper  to  keep  a ship  already  going  than  to 
break  a new  one  out  ? 

Admiral  Mumma.  Yes.  That  amounted  to  15  ships  that  were  ac- 
tually delayed  various  periods  of  time. 

Mr.  Thomas.  And  you  are  charging  them  to  this  ? 

Admiral  Mumma.  Yes. 

Mr.  Thomas.  Did  you  not  plan  to  take  them  out  in  your  regular 
1959  bill? 

Admiral  Mumma.  We  had  planned  to  inactivate  them  in  1959  and 
not  operate  them ; therefore,  the  overhaul  of  those  ships  and  the  addi- 
tional cost  of  operating  them  is  properly  chargeable. 

Mr.  Thomas.  In  1959  how  many  ships  did  you  plan  to  deactivate? 

Admiral  Mumma.  Fifteen,  which  we  delayed  or  canceled  due  to  the 
crisis. 

Mr.  Thomas.  Did  you  not  intend  to  break  out  some  new  ones  and 
overhaul  them,  and  would  not  one  offset  the  other  ? 

Admiral  Mumma.  No.  This  is  over  and  above  the  breakout. 

Mr.  Thomas.  What  is  that  figure  for  deactivation  on  a fiscal  year 
basis? 
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Admiral  Mumma.  We  had  better  supply  it  for  the  record.  It  was 
on  the  order  of  40  ships. 

Mr.  Thomas.  That  many? 

Admiral  Mumma.  Yes. 

Mr.  Thomas.  "Wliat  is  the  approximate  cost  figure?  I was  under 
the  impression  that  your  breakout  and  your  deactivations  just  about 
offset  each  other. 

Admiral  Beardsley.  This  year  we  are  intending  to  bring  down  the 
operating  force  by  some  number  of  ships,  but  they  held  them  up  at  a 
higher  level. 

Mr.  Thomas.  Give  us  the  figure. 

(The  information  is  as  follows :) 

In  the  1959  budget  as  submitted,  71  inactivations  at  a cost  of  $18  million  were 
planned;  17  activations  (service  craft  for  Spanish  bases)  at  a cost  of  $270, (X)0 
were  planned. 

Admiral  Mumma.  The  total  amoimts  to  about  6.4  ship-years  of 
operation,  sir,  for  those  15  ships. 

ANALYSIS  OE  ESTIMATE 

Mr.  Thomas.  Break  down  this  $8,958,000  for  us. 

Admiral  Mumma.  That  amounts  to  three  major  subdivisions; 
$1,303,000  for  scheduled  repairs. 

Mi\  Thomas.  You  would  do  that  anyway. 

Admiral  Mumma.  No,  sir;  these  are  on  ships  already  planned  for 
inactivation.  The  nonscheduled  repairs  are  caused  by  extensive  re- 
pairs as  a result  of  the  heavy  operations  during  the  crisis  and  extra 
overtime 

Mr.  Thomas.  Overtime  use  is  how  much  ? 

Admiral  Mumma.  $1,692,000,  and  then  supplies  and  equipage  which 
is  the  major  item  talked  to  in  the  justifications,  $5,900,000. 

Mr.  Thomas.  Is  that  fuel  ? 

Admiral  Mumma.  That  is  for  us  of  materials  to  fill  up  the  ships 
going  to  Taiwan  and  to  the  Lebanon  crisis. 

Mr.  Thomas.  Do  you  mean  ballast  ? 

Admiral  Mumma.  No,  sir;  materials  such  as  maintenance  materials 
of  all  types,  supplies,  and  equipage  used  in  the  day-to-day  operations 
of  active  fleet  ships,  fleet  service  craft,  and  commands  afloat. 

Mr.  Thomas.  F or  the  ship’s  use  itself  ? 

Admiral  Mumma.  Yes. 

SUPPLIES  AND  EQUIPAGE 

Mr.  Thomas.  How  do  you  arrive  at  that  figure  of  $5,900,000? 

Admiral  Mumma.  That  was  a direct  drawdown  on  the  supply  activi- 
ties supporting  the  fleet  that  can  be  directly  chargeable  to  the  over 
and  above  normal  rate  of  drawdown. 

Mr.  Thomas.  Be  specific.  You  are  not  charging  up  any  pay.  You 
are  not  charging  up  any  subsistence.  This  is  notliing  but  material 
for  your  ships. 

Admiral  Mumma.  That  is  right,  sir,  and  this  total  figure  amounts 
to  repair  parts,  lubricating  oils,  consumables  of  all  types  that  have 
to  do  with  the  ship. 
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Mr.  T HOMAS.  Every  thing  except  fuel  ? 

Admiral  Mumma.  That  is  right. 

M r.  Thomas.  Would  you  settle  for  $2,500,000  ? i : 

Admiral  IMuaima.  No,  sir. 

FUEL 

Mr.  Tiioaias.  MTiat  about  the  fuel  item?  A^ou  have  only  accounted 
for  $10  million,  and  that  is  it. 

Admiral  Mumaia.  In  addition  to  the  amount  of  money  that  we  are 
talking  about  here,  between  the  congressional  approval  of  appropria- 
tions and  our  apportionment,  we  put  $15,900,000  more  into  this  one 
budget  activity,  activity  No.  1,  which  is  repairs  to  the  active  fleet.  In 
addition,  on  the  second  reprograming,  $7  million.  On  the  third  re- 
progi'aming,  another  $13  million. 

Mr.  Tiioaias.  You  are  going  to  get  the  whole  laid-up  fleet  in  here? 

Admiral  Mumaia.  These  we  have  absorbed. 

Mr.  Tiioaias.  How  much  have  you  actually  absorbed  ? 

Admiral  Muaiaia.  All  that  I have  just  mentioned  to  you.  What 
we  need  is  another  $16  million  in  activity  1 which  can  be  broken  down 
into  two  chunks,  this  $8,958,000,  and  the  $7,403,000  for  pay.  That 
accounts  for  $16  million  that  goes  to  the  active  fleet,  additional  over 
what  we  have  already  reprogramed  into  the  active  fleet,  so  we  have 
absorbed  more  than  the  amount  that  we  have  asked  for  already. 

Mr.  Tiioaias.  Are  these  blue-collar  people? 

Admiral  Mumma.  These  are  all  blue-collared  and  white-collared 
civil  service. 

Mr.  Tiioaias.  In  other  words,  it  is  pay  properly  charged  against  the 
Bureau  and  not  the  Bureau  of  Personnel? 

Admiral  Mumma.  That  is  correct;  no  military  pay. 

Mr.  Thomas.  Blue-collared  and  civil  service? 

Admiral  Mumaia.  Yes. 

Mr.  Tiioaias.  What  about  your  fuel  bill  in  here  ? You  do  not  break 
out  any  fuel  costs  in  here.  I do  not  see  them. 

Admiral  Muaima.  That  is  in  the  reprograming. 

Mr.  Thoaias.  What  is  that  costing  you? 

Admiral  Mumma.  $7,800,000,  above  plan. 

Mr.  Thomas.  Have  you  absorbed  that? 

Admiral  Mumma.  Yes. 

Mr.  Thoaias.  Where  did  you  get  it  at  the  reduced  cost?  You  say 
something  about  that. 

Admiral  Mumma.  That  reduced  cost  wmuld  have  brought  us  down 
below  that  figure  if  it  had  not  been  for  the  fact  we  used  more  fuel. 

SPARE  PARTS 

Mr.  Thoaias.  I never  did  understand  this  $5,900,000  for  these  spare 
parts.  What  are  some  of  these  spare  parts? 

Admiral  Mumma.  I can  give  you  a rather  comprehensive  list  of  what 
is  involved. 

Among  the  more  important  items  of  supplies  and  equipage  are  those 
repair  parts  required  to  keep  shipboard  machinery  and  equipment  in 
operating  condition,  such  as  bearings  and  gaskets  for  pumps ; valves, 
rings  and  fittings;  piping;  electrical  cable;  and  minesweeping  gear. 
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One  of  the  most  important  categories  of  equipment  aboard  ships  is 
electronics.  Electronics  repair  parts  range  from  small  condensers  and 
resistors,  to  large  vacuum  tubes,  some  of  which  last  only  200  operating 
hours  but  cost  as  much  as  $9,000  each.  Included  also  in  this  program 
are  lubricating  oils  and  greases  for  machinery;  life  jackets;  and  hand 
tools. 

During  a period  of  unusually  intensive  operations,  such  as  we  have 
experienced  this  year,  the  demands  upon  our  ships  and  their  equip- 
ment are  naturally  heavier  than  normal.  This  means  that  more  re- 
pair ^arts  are  required  to  keep  engines,  jnotors,  generators,  radars, 
and  hre-control  equipment  in  operation,  and  that  such  things  as 
lubricating  oils  and  greases  are  consumed  at  a greater  rate. 

The  Pacific  Fleet  alone  wanted  more  than  $3  million  of  that,  sir, 
in  order  to  deploy  the  ships  to  the  Taiwan  crisis. 

Mr.  Thomas.  What  did  you  give  Admiral  Holloway  in  the  Atlantic  ? 
Admiral  Mumma.  He  got  about  $4  million. 

Mr.  Thomas.  And  the  other  went  to  the  Pacific  ? 

Admiral  Mumma.  Yes. 

Mr.  Thomas.  Is  this  work  done  aboard  ship,  or  do  you  put  into  port  ? 
Admiral  Mumma.  It  is  special  material  that  is  carried  in  the  ships 
as  a general  thing,  consumables,  plus  additional  levels  to  bring  up  the 
spare  paids  so  that  they  can  be  self -maintaining  for  a long  time  in  a 
crisis. 

Mr.  Thomas.  It  is  really  consumable  supplies  for  the  ship  and  what 
work  is  done  is  done  by  the  ship  crews  ? . 

Admiral  Mumma.  Some  is  done  by  them. 

Mr.  Thomas.  It  does  not  require  any  drydocking,  or  anything  like 
that  ? 

Admiral  Mumma.  No,  sir.  That  has  been  asked  for  separately. 

Pay  Increase 

Mr.  Thomas.  What  about  the  $7,400,000,  your  increase  in  pay.  How 
do  you  arrive  at  that  figure  ? 

Admiral  Mumma.  That  is  the  exact  figure  for  the  number  of  people 
that  are  paid  out  of  this  appropriation. 

Mr.  Thomas.  You  did  not  absorb  any  of  that  ? 

Admiral  Mumma.  No,  sir ; we  did  not  absorb  any  of  that  because  of 
the  absorptions  that  I have  mentioned. 

Admiral  Ensey.  They  absorbed  $16  million  in  addition  to  and  above 
that  $7,400,000. 

Admiral  Mumma.  That  is  in  another  area. 

Mr.  Thomas.  That  is  in  his  maintenance  ? 

Admiral  Mumma.  No,  sir;  that  is  in  the  personnel  area,  but  it  is 
under  another  appropriation. 

Admiral  Ensey.  That  is  the  white-  and  blue-collar  total.  They  had 
an  increase  of  $23  million  total,  and  we  are  putting  in  for  $7, 400, 000 
of  that. 

Mr.  Thomas.  The  total  cost  was  $23  million  ? 

Admiral  Ensey.  Yes. 

Mr.  Thomas.  I understood  the  admiral  to  say 

Admiral  Mumma.  I think  I have  misled  you. 

Mr.  Thomas.  Your  total  cost  was  $23  million,  and  you  absorbed 
$14  or  $15  million  of  it. 
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STATUS  OF  OBLIGATIONS 

Mr.  Jonas.  How  much  of  the  $328  million  is  obligated  to  date? 

Admiral  Mumma.  As  of  January  31,  which  is  the  latest  complete 
figure  til  at  we  can  give  you,  59.3  percent  of  our  total  funds  are  obli- 
gated— tlie  total  funds  in  this  appropriation. 

Mr.  Jonas.  That  is  the  $328  million  ? 

Admiral  Mumma.  Actually  the  $328  million  is  which  figure? 

Mr.  Jonas.  Presently  available,  $328  million. 

Admiral  Mumma.  Approximately  60.7  percent  of  that  is  obligated, 
in  about  58  percent  of  the  time.  In  other  words,  we  are  more  than 
ahead  of  ourselves  in  obligations. 

Mr.  Jonas.  But  you  still  have  about  39  percent  of  that  unobligated? 

Admiral  Mumma.  Yes. 

Mr.  Jonas.  To  carry  you  through  the  remainder  of  the  year  ? 

Admiral  Mumma.  That  is  right,  sir. 

Mr.  Jonas.  If  this  supplemental  request  is  not  granted  you  will 
have  to  slow  down  some  of  your  activities  ? 

Admiral  Mumma.  It  would  be  very  severe,  sir.  Some  activities 
would  actually  have  to  come  to  a grinding  halt  toward  the  end  of  the 
last  quarter  if  we  do  not  get  this  supplemental  appropriation.  If 
would  mean  a net  drop  of  about  10  percent  in  the  number  of  overhauls 
of  ships  that  we  could  do  that  are  scheduled  for  overhaul.  Of  course, 
if  those  ships  were  not  overhauled  it  would  then  mean  a reduction  in 
force  in  those  activities  to  that  degree. 

VACANCIES 

Mr.  Jonas.  Do  you  have  any  vacancies  in  civilian  personnel  un- 
filled? 

Admiral  Mumma.  Yes. 

Mr.  Jonas.  How  many? 

Admiral  Mumma.  We  have  been  continuously  reducing  our  force. 
As  a matter  of  fact,  4 years  ago  the  Bureau  of  Ships  had  approximately 
115,000  civilian  employees  in  the  naval  shipyards.  We  now  have 
well  under  100,000.  At  that  time  we  had  some  4,200  in  the  Bureau 
and  we  now  have  3,300,  so  we  have  definitely  been  scaling  down  and 
saving  funds  where  we  can. 

OVERALL  COSTS  OF  TAIWAN  AND  MIDDLE  EAST  INCIDENTS 

Mr.  Jensen.  Can  you  give  the  committee  an  estimate  on  what  the 
Lebanon  task  force  cost  over  and  above  the  normal  operation  of  the 
N a vy  ? Do  you  have  an  estimate  on  that  ? 

Mr.  Thomas.  May  I ask  the  budget  officer,  the  comptroller,  that 
instead  of  trying  to  break  it  down  into  various  bureaus  like  ships, 

five  us  a big  consolidated  figure.  If  you  can  break  it  down  into 
ureaus,  good,  but  give  us  a good  overall  best  look  at  it. 

Admiral  Ensey.  $47,977,000  was  the  Middle  East  and  Taiwan 
figure  for  all  bureaus. 

Mr.  Jonas.  What  we  want  is  the  excess  cost. 

Admiral  Ensey.  That  is  all  excess. 

Mr.  Jonas.  You  are  eliminating  regular  pay  ? 

Admiral  Ensey.  Eliminating  regular  pay  and  everything  else. 
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Mr.  Thomas.  Repeat  the  figure. 

Admiral  Ensey.  $47,977,000. 

Mr.  Jonas.  Those  are  the  costs  that  would  not  have  been  incurred 
had  we  not  had  the  crisis  ? 

Admiral  Ensey.  That  is  what  is  in  the  budget  document  for  Taiwan 
and  Lebanon,  which  would  not  have  been  incurred  without  Taiwan 
and  Lebanon.  We  actually  stood  about  a $100  million  cost  and  ab- 
sorbed the  remainder  above  this  $47,977,000. 

Mr.  Thomas.  That  is  the  figure  that  he  wanted.  He  wants  the  $100 
million  figure.  He  did  not  ask  you  how  much  you  absorbed.  You 
absorbed  practically  half  of  it  ? 

Admiral  Ensey.  Yes ; about  half  of  it. 

Admiral  Mumma.  I can  furnish  a figure  for  the  record  at  this 
point.  The  planned  inactivations  were  71  in  last  year’s  budget. 

Mr.  Thomas.  At  a cost  of  what  ? 

Admiral  Mhmma.  Seventy-one  inactivations  at  a cost  of  about  $18 
million  and  15  have  been  deferred  because  of  Taiwan  and  Lebanon. 


Wednesday,  February  25,  1959. 
Ordnance  and  Facilities,  Nav’? 


WITNESS 

REAR  ADM.  P.  D.  STROOP,  USN,  CHIEF,  BUREAU  OF  ORDNANCE 

Program  and  financing 


1959, 

presently 

available 


1959, 

revised 

estimate 


1959,  increase 
(-f ) or  de- 
crease (— ) 


Prosrram  by  activities: 

Direct  obligations: 

1.  Maintenance  of  ordnance  and  ammunition. 

2.  Mnintenince  and  operation  of  facilities 

3.  Improvements  and  alterations  to  facilities.. 

4.  Departmental  admdnistration 

Supplemental  required  for.  pay  increases 


Total  direct  obligations. 


Reimbursable  obligations; 

1 . Maintenance  of  ordnance  and  ammunition. 

2.  Maintenance  and  operation  of  facilities 

3.  Improvements  and  alterations  to  facilities. . 


Total  reimbursable  obligations. 


Total  obligations 

Financing:  Unobligated  balance  brought  forward  (69  Stat. 
438). 


Advances  and  reimbursements  from — 

Deliveries  of  materiel  common  to  U.S.  requirements 

ordered  by  military  assistance  in  current  year 

Other  accounts 

Non-Federal  sources 

Anticipated  reimbmsements  for  future  deliveries  of  ma- 
teiiel  common  to  U.S.  requirements  ordered  by  military 

assistance  in  current  year 

Unobligated  balance  carried  forward  (69  Stat.  438) 


New  obligational  authority . 


$95, 193, 000 
39,  994, 000 
7,  026, 000 
10,  583, 000 
-2,  946,  000 


$96,  493,  000 
39,  994.  000 
7, 026,  000 
10,  583, 000 


+$1,  300,  000 


-t-2,  946, 000 


149,  850, 000 


154, 096, 000 


4,  246, 000 


11,  314,  000 
2,  700, 000 


11,  314, 000 
2.  700,  000 


14, 014, 000 


14,  014, 000 


163,  864,  000 
-314,  048 


-230, 000 
-13, 100.000 
-100, 000 


-2, 145.  000 
1,  875, 048 


168, 110, 000 
-314, 048 


-230, 000 
-13, 100, 000 
-100, 000 


-2, 145,000 
1,  875, 048 


4,  246, 000 


149,  850,  000 


154,  096,  000 


4,  246, 000 
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Object  classification 


Totiil  niiinbcr  of  pormanont  positions 

Kiill-timo  ('(piivalent  of  all  other  positions. .. 

AvcTace  nninhcr  of  all  employees 

Number  of  employees  at  end  of  year 

Personal  service  obligations: 

Pormanont  positions 

I’ositions  other  than  permanent 

Other  personal  services 

Total  personal  service  obligations 

] direct  obligations: 

01  Personal  services 

02  Travel 

O.'l  Transportation  of  things 

0}  Communication  services 

Of)  Rents  and  utility  services 

Of)  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions, 
13  Refunds,  awards,  and  indemnities... 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increase.. 

Total  direct  obligations 

Reimbursable  obligations: 

01  Personal  services 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions. 
15  Taxes  and  assessments 

Total  reimbursable  obligations 

Total  obligations 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de- 
crease (— ) 

15, 605 
54 

13, 917 
13, 400 

15, 605 
54 

13,  917 
13,  400 

$69,  570,  000 
208,  UOO 
1,  577, 000 

$69,  570,  000 
208,  000 
2,  277,  000 

+$700, 000 

71, 355, 000 

72, 055, 000 

700, 000 

67,  552,000 
987, 000 

11,  640, 000 
428,  584 
176,  873 

2, 284, 170 

12,  709, 159 
48, 101,  394 

4,  098,  000 
100,  000 
4,  302,  426 
330,  000 
86,  394 
-2,  946,  000 

68,  252,  000 
987, 000 
12, 240,  000 
428,  584 
176,  873 
2,  284, 170 
12,  709, 159 
48, 101,  394 
4,  098,  000 
100,  000 
4,  302,  426 
330,  000 
86,  394 

+700, 000 

+600, 000 

+2,  946,  000 

149,  850,  000 

154,  096,  00 

0 4,  246,  000 

3,  803,  000 
767,  224 
9, 175,  580 
24,  235 
242, 250 
1,  711 

3,  803,  000 
767,  224 
9, 175,  580 
24,  235 
242,  250 
1,  711 

14,  014,  000 

14,  014,  000 

163,  864,  000 

168,  no  000 

4,  246,  000 

Mr.  Thomas.  We  will  now  take  up  the  Bureau  of  Ordnance,  and 
we  will  hear  from  Admiral  Stroop. 

GENERAL  STATEMENT 

Admiral  Stroop.  Gentlemen,  it  is  a privilege  to  appear  before 
you  today  to  present  our  request  for  fiscal  year  1959  supplemental 
funds  under  the  appropriation,  “Ordnance  and  facilities.  Navy.” 
This  appropriation  funds  the  maintenance  of  the  Navy’s  stocks  of 
ordnance  and  ammunition  and  the  maintenance  of  the  Naval  Ord- 
nance Establishment.  The  budget  program  for  fiscal  year  1959, 
which  was  presented  to  the  House  Appropriations  Committee  on 
February  24,  1958,  amounted  to  $149,850,000.  Since  that  time,  events 
have  occurred  which  have  increased  the  requirements  of  this  appro- 
priation by  an  additional  $4,246,000. 

There  are  two  factors  which  are  responsible  for  this  increase.  The 
first  is  the  enactment  of  a classified  pay  raise  under  Public  Law 
85-462.  An  additional  $2,946,000  is  required  to  cover  the  increased 
costs  directly  attributable  thereto.  Of  this,  $2,200,000  is  required 
to  cover  the  costs  at  field  stations.  The  remaining  $784,000  is  needed 
for  departmental  personnel. 
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The  second  of  these  factors  is  a direct  result  of  the  Lebanon-Tai- 
wan  crises.  These  crises  required  “topping  off”  a large  number  of 
our  ships  to  bring  them  up  to  a wartime  readiness  position.  Many 
ships  were  on  training  exercises  and  had  to  return  to  port  for  com- 
plete ammunition  fills.  Plaster  loaded  heads,  used  in  training,  were 
replaced  with  war-time  heads. 

The  Navy  has  stressed  the  need  for  being  able  to  meet  such  crises 
on  short  notice.  In  both  cases  we  have  proven  our  ability  to  be  ready 
for  “brush  fire”  emergencies  on  short  notice.  However,  in  order  to 
meet  ships  schedules,  a considerable  amount  of  unanticipated  overtime 
was  authorized.  Shipments  of  ammunition  over  and  above  the  usual 
flow  were  made  from  inland  ammunition  depots  to  tidewater  depots. 
We  have  met  these  requirements,  but  the  added  costs  have  placed  a 
severe  strain  on  our  programs.  I am  asking,  therefore,  that  supple- 
mental funds  be  appropriated  to  cover  these  increased  costs.  We 
have  come  to  you  for  these  additional  funds  only  after  we  have  re- 
viewed all  our  programs  to  make  certain  that  we  could  not  absorb 
these  costs  without  seriously  impairing  our  ability  to  provide  essen- 
tial services  to  the  fleet. 

Admiral  Stroop.  We  have  two  small  items  here  and  they  total  $4,- 
246,000.  Of  that  $4,246,000,  $2,946,000  is  to  provide  for  the  increased 
pay  for  the  per  annum  employees.  This  pay  raise  was  authorized 
under  Public  Law  85-462. 

Then  we  have  another  item  of  $1,300,000  broken  down  into  two 
parts,  $700,000  for  overtime. 

Mr.  Thomas.  And  unloading. 

Admiral  Stroop.  Loading  and  unloading,  and  $600,000  for  in- 
creased shipping  costs. 

Mr.  Thomas.  How  do  you  arrive  at  your  $600,000  increased  ship- 
ping costs?  Is  this  loading  and  unloading  of  ammunition? 

Admiral  Stroop,  This  is  extra  transportation  cost  incident  to  the 
Taiwan  and  the  Lebanon  crises. 

Mr.  Thomas.  You  had  to  do  a little  work  around  the  clock? 

Admiral  Stroop.  Yes.  We  had  to  move  ammunition. 

Mr.  Thomas.  Were  you  working  on  both  coasts  at  the  same  time? 

Admiral  Stroop.  Yes. 

Mr.  Thomas.  Could  you  cut  this  figure  of  $1,300,000  for  mainte- 
nance of  ordnance  and  ammunition  in  half  without  hurting  you  any  ? 

Admiral  Stroop.  Not  at  all,  sir.  It  would  hurt  very  badly  if  you 
cut  that.  I have  had  a study  made  of  what  would  happen  if  we  did 
not  get  the  money. 

Mr.  Thomas.  Do  you  mean  that  it  would  sink  the  fleet? 

Admiral  Stroop.  It  would  be  very,  very  serious, 

Mr.  Thomas.  You  mean  that  it  would  be  hard  on  the  Bureau  of 
Ordnance  if  we  cut  that  $1,300,000  in  half  ? 

Admiral  Stroop.  It  would  be  terrible. 

Mr.  Thomas.  My  goodness. 


37458—59 
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Wednesday,  February  25, 1959. 
Civil  Engineering,  Navy 

WITNESS 

CAPT.  F.  E.  SWANSON,  CEC,  USN,  EXECUTIVE  ASSISTANT  TO  ASSIST- 
ANT CHIEF  FOP  ADMINISTRATION,  AND  COMPTROLLER 

Program  and  financing 


1959, 

presently 

available 


1959, 

revised 

estimate 


1959  increase 
(+),  or  de- 
crease (— ) 


Program  by  activities: 

Direct  obligations: 

1.  Engineering  services 

2.  M aintenance  and  operation  of  shore  establishments. 

3.  Special  procurement 

4.  Construction  battalion  support 

5.  Departmental  administration 

Supplemental  required  for  pay  increases 

Total  direct  obligations — 

Reimbursable  obligations: 

1.  Engineering  services. 

2.  Maintenance  and  operation  of  shore  establishments. 

3.  Special  procurement 

Total  reimbmsable  obligations 

Total  obligations 

Financing: 

Unobligated  balance  brought  forward  (69  Stat.  438) 

Unobligated  balance  (anticipated  reimbursements  to  be 
earned  from  military  assistance  ftmd  reservations) 

transferred  to  or  from  other  accounts 

Advances  and  reimbursements  from — 

Deliveries  of  materials  common  to  U.S.  requirements 

ordered  by  military  assistance  in  current  year 

Other  accounts 

Non-Federal  services  (10  U.S.C.  2481) 

Anticipated  reimbm-sements  for  future  year  deliveries  of 
material  common  to  U.S.  requirements  ordered  by 

military  assistance  in  current  year 

Unobligated  balance  carried  forward  (69  Stat.  438)  

New  obligational  authority - 


$20,  408,  000 
86, 302, 000 
7,  764, 000 
8, 166, 000 
6, 266, 000 
-3,  352,  000 


$20, 408, 000 
86, 437, 000 

7,  764, 000 

8,  411, 000 
6,  266, 000 


-f  $135, 000 

”+245,'o5o 

+3'352,‘000 


125,  554, 000 


129, 286, 000 


+3, 732, 000 


300, 000 
18, 316, 000 
27,  878, 246 


300, 000 
18,  316,  000 
27,  878, 246 


46, 494, 246 


46, 494, 246 


172, 048, 246 
-1,757, 967 
-1, 420, 279 


-23, 000 
-41, 616, 000 
-1,200, 000 


-2,232,000 

1,755,000 


175,  780, 246 
-1,757, 967 
-1, 420,  279 


-23, 000 
-41,616, 000 
-1, 200, 000 


-2,232,000 

1,755,000 


-f3, 732, 000 


126, 554,000 


129, 286, 000 


-f3, 732, 000 
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Object  classification 


Total  number  of  permanent  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year.. 

Personal  service  obligations: 

Permanent  positions  

Other  personal  service  obligations 

Total  personal  service  obligations 

Direct  obligations: 

01  Personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

06  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services  

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions.. 
15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Total  direct  obligations 

Reimbursable  obligations: 

01  Personal  services 

05  Rents  and  utility  services. 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

Total  reimbursable  obligations 

Total  obligations 


1959, 

presently 

available 


1959, 

revised 

estimate 


1959,  increase 
(+)  or  de- 
crease (— ) 


$17, 105 
16, 533 
15,  538 


$17, 105 
15,533 
15,  538 


72,  803,  000 
2, 436, 000 


72, 803,  000 
2,  436,  000 


75,239,  COO. 


75,  239, 000 


70,  652, 000 
4,  319,  000 
3, 193,  000 
525,  000 
4,  602,  000 
589, 000 
20,  439, 000 
12,  264, 000 
7 936,000 
4,  323,  000 
64.  000 
-3, 352, 000 


70,  652, 000 
4,  319, 000 
3, 193, 000 
525,  000 
4,  602, 000 
589,  000 
20,  439, 000 
12,  444, 000 
8, 136,  OGO 
4,  323, 000 
64,  000 


125,  554,  000 


129, 286, 000 


4,  587, 000 
2.  968, 000 
4. 190,  000 
6,  851, 000 
27,  898, 246 


4,  587, 000 
2,  968,  000 

4. 190. 000 

6.851.000 
27, 898,  246 


46, 494, 246 


46, 494,  246 


172, 048, 246 


175,  780, 245 


-f$180, 000 
-1-200,  000 


43,  352, 000 


-1-3,  732,  000 


-1-3, 732, 000 


Mr.  Thomas.  We  will  now  take  up  civil  engineering  for  which 
$3,732,000  is  requested. 

The  justification  of  the  estimate  will  be  inserted  in  the  record  at 
this  point. 

(The  justification  follows:) 


Civil  Engineering,  Navy 

Budget  activity  No.  2.  Maintenance  and  operation  of  shore  establishments 


Presently  available $86,  302, 000 

Pevised  estimate 86, 437,  000 


Increase  ( + ) or  decrease  ( “ ) +135,  000 

JUSTIFICATION  FOE  SUPPLEMENTAL  ESTIMATES 

An  amount  of  $135,000  is  requested  for  unbudgeted  and  unprogramed  funds 
which  were  provided  to  the  operating  forces  to  cover  immediate  equipment  defi- 
ciencies to  meet  requirements  necessitated  by  the  Middle  East  crisis.  Unpro- 
gramed funds  were  also  used  to  procure  necessary  expendable  material  and  field 
gear  required  by  these  forces.  The  above  programs  were  funded  from  moneys 
required  for  maintenance  and  operation  in  the  fourth  quarter  of  fiscal  year  1959. 
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IhuU/ct  activity  Xo.  4-  Construction  hattalion  support 


Presently  available $8, 166,  000 

Revised  estimate 8,  411,  000 

Increase  ("  + ) or  decrease  (~ ) +245,000 


JUSTIFICATION  FOR  SUPPLEMENTAL  ESTIMATES 

An  amount  of  $45,000  is  requested  for  unbudgeted  and  unprogramed  funds 
which  were  provided  to  amphibious  construction  battalions  for  materials  re- 
<111  i red  for  modification  of  equipment  resulting  from  the  Middle  East  crisis, 
'i'bese  mnterials  were  procured  with  funds  required  for  maintenance  and  opera- 
tion of  Scabees  in  the  fourth  quarter  of  fiscal  year  1950. 

An  additional  amount  of  $200,000  is  required  for  procurement  of  a hangar 
facility  for  aircraft  maintenance  at  McMurdo  Sound,  Antarctica.  This  hangar 
facility  is  reiiuired  to  prevent  personnel  from  working  in  the  open  and  being 
constantly  exposed  to  winds  of  60  to  70  miles  per  hour  and  causing  the  freezing 
of  hands.  This  is  a constant  danger  to  personnel  and  also  reduces  efficiency. 
In  addition,  air-rescue  work  would  be  speeded  up  due  to  the  ability  to  preheat 
and  shelter  aircraft  and  thereby  permit  quick  preflight  operations. 

JUSTIFICATION  FOR  SUPPLEMENTAL  ESTIMATES 

Civilian  pay  increase. — An  additional  amount  of  $3,352,000  is  requested  to 
support  the  increased  pay  costs  of  classified  personnel  resulting  from  the  enact- 
ment of  Public  Law  85-462  subsequent  to  the  transmission  of  the  fiscal  year 
1959  budget  estimates  to  the  Congress.  The  fiscal  year  1959  appropriation 
provides  only  minimum  support  of  existing  facilities  at  a reduced  rate  from 
that  provided  in  the  fiscal  year  1958.  Thus,  the  increased  pay  costs  cannot  be 
absorbed.  Further,  reductions  in  the  maintenance  and  operation  of  shore  fa- 
cilities had  to  be  developed  to  provide  support  for  certain  mandatory  support 
costs  not  budgeted  for,  such  as  wage-board  pay  increases  for  unclassified  em- 
ployees and  increased  costs  for  fuels,  utilities  and  materials.  The  magnitude 
of  these  unbudgeted  support  costs,  which  must  be  absorbed,  confirms  savings 
already  generated.  The  fiscal  year  1959  appropriation  is  currently  deficient 
and  by  April  1,  1959,  many  field  activities  must  be  placed  on  a “standby”  basis 
and  curtail  operations  unless  additional  funds  are  forthcoming. 

Mr.  Thomas.  You  are  looking  for  $3,732,000  ? 

Captain  Swanson.  Yes.  This  is  composed  of  $3,352,000  to  sup- 
port the  increased  pay  cost  for  classified  personnel,  $180,000  to  sup- 
port the  unbudgeted  costs  of  the  Middle  East  crisis  and  $200,000  for 
procurement  of  an  aircraft  hangar  in  tine  Antarctica. 

Mr.  Thomas.  Do  you  mean  that  you  engineers  are  riding  on  that 
Mideast  crisis  ? 

(Discussion  off  the  record.) 

HANGAR  FOR  AIRCRAFT  MAINTENANCE  AT  m’mURDO  SOUND, 

ANTARCTICA 

Captain  Swanson.  There  is  one  other  small  item  of  $200,000  for  a 
hangar  for  aircraft  maintenance  at  McMurdo  Sound,  Antarctica. 

Mr.  Thomas.  Do  you  mean  that  Professor  Gould  and  Admiral 
Duf  ek  ? What  are  they  going  to  do  with  that  up  there  ? 

Captain  Swanson.  House  the  aircraft. 

Mr.  Thomas.  Can  they  not  make  one  out  of  the  snow  and  ice  at 
less  than  $200,000  ? 

Captain  Swanson.  Yo,  sir.  This  is  a better  way  to  do  it.  Now 
that  they  are  down  there  more  permanently  they  need  that  facility. 
The  aircraft  in  that  climate  are  difficult  to  start  and  sometimes  it 
takes  3 or  4 hours  there  if  they  are  left  in  the  open. 
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Mr.  Thomas.  Do  you  think  that  we  ought  to  embark  on  an  activity 
like  that  up  there  for  $200,000  ? 

Captain  Swanson.  There  is  no  question  about  it.  They  need  this. 

Mr.  Thomas.  Havq  you  been  there  ? 

Captain  Swanson.  I have  not  been  there.  It  is  part  of  the  life- 
saving operation.  It  now  takes  about  4 hours  for  an  aircraft  to  get 
underway  in  the  cold  weather. 

SUPPORT  OF  NAVAL  CONSTRUCTION  FORCES 

Mr.  Thomas.  You  are  asking  for  $3,352,000  for  pay  and  $180,000 
for  what  ? 

Captain  SwxVnson.  Support  of  naval  construction  forces  for  un- 
budgeted  expenses  incident  to  the  Middle  East  crisis. 

Mr.  Thomas.  How  do  you  arrive  at  that  $180,000  ? 

Captain  Savanson.  $45,000  is  for  rigging  pontoon  causeways  to 
LST’s  for  launchings  to  support  the  effort.  There  is  $90,000  for 
material,  clothing,  housekeeping  supplies,  hand  tools,  and  so  forth. 
The  remaining  $45,000  is  for  assembling  and  packaging  this  and  other 
material. 

Mr.  Thomas.  MTiat  was  your  total  pay  increase  for  yards  and  docks, 
blue-collar  and  civil  service  ? 

Captain  Swanson.  The  classified  was  $3,352,000. 

Admiral  Ensey.  The  wage  board  was  $2,306,000  additional,  for  a 
total  of  $5,658,000,  and  they  absorbed  $2,306,000,  and  they  are  request- 
ing here  $3,352,000. 

HANGAR  FOR  AIRCRAFT  MAINTENANCE  AT  m’mURDO  SOUND,  ANTARCTICA 

Mr.  eloNAS.  I Avant  to  ask  a question  about  this  $200,000  for  an  han- 
gar at  McMurdo  Sound.  Why  is  that  an  appropriate  item  for  a defi- 
ciency bill  appropriation  ? Why  was  not  that  included  in  the  regular 
1959  bill? 

Admiral  Beardsley.  I can  ansAver  that.  The  original  plans  for  the 
Geophysical  Year  only  Avent  for  2 or  3 years.  When  we  budgeted  for 
1959,  we  thought  the  thing  was  going  to  be  terminated  down  there. 
We  were  told  after  we  presented  our  justifications  they  were  going  to 
continue  for  a number  of  vears.  At  that  time  it  was  decided  som.e 
of  these  permanent  things  should  be  put  in.  We  had  not  budgeted 
for  these  items  at  that  time. 

Mr.  Jonas.  Why  could  you  not  handle  this  on  a regular  program 
basis  ? 

Admiral  Beardsley.  This  is  because  of  the  overall  tightness  of  the 
appropriation  at  the  beginning.  We  had  to  absorb  certain  increased 
costs. 

Mr.  Jonas.  You  haA^e  reprogramed  a dozen  or  more  items  since  the 
bill  was  passed. 

Admiral  Beardsley.  We  have.  We  will  probably  continue  to  do  it 
in  the  future.  We  do  not  have  the  right  to  take  it  from  another  appro- 
priation. It  would  have  to  be  from  this  appropriation. 

Captain  Swanson.  We  have  already  absorbed  over  $4,500,000,  and 
there  is  a limit  to  what  we  can  absorb.  We  have  absorbed  more  than 
what  we  are  asking  for  in  this  supplemental. 
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Mr.  Rooney.  As  long  as  we  are  discussing  this  hangar  at  McMurdo 
Sound,  are  these  pages  which  describe  the  60-  to  YO-mile-an-hour  winds 
there  in  the  record? 

Mr.  Thomas.  It  is  all  in  here. 

Mr.  Rooney.  Very  good. 


Wednesday,  Februaky  25,  1959. 


Servicewide  Supply  and  Finance,  Navy 

WITNESSES 


REAR  ADM.  BOUNDY,  SC,  USN,  CHIEF,  BUREAU  OF  SUPPLIES  AND 
ACCOUNTS 

CAPT.  R.  W.  CARTER,  SC,  USN,  COMPTROLLER,  BUREAU  OF  SUP- 
PLIES AND  ACCOUNTS 

Program  and  financing 


1959, 

presently 

available 


1959, 

revised 

estimate 


1959,  increase 
(+)  or  de-  ■ 
crease  (— ) 


Propram  by  activities: 

Direct  obligations: 

1.  Supply  distribution 

2.  Commodity  control 

3.  Cataloging 

4.  Servicewide  finance 

5.  Departmental  administration 

Supplemental  required  for  pay  increases 

Total  direct  obligations 


$194, 812, 000 
88, 975, 000 

8. 950. 000 
24,  744, 000 

6. 306. 000 
-14, 150, 000 


309, 637, 000 


$195,772, 000 

90.178. 000 

8. 950. 000 

24. 744. 000 

6.306. 000 


325, 950, 000 


+$960, 000 
+1,203,000 


+14. 150, 000 


+16,313,000 


Reimbursable  obligation: 

1.  Supply  distribution 

2.  Commodity  control 

3.  Cataloging 

4.  Servicewide  finance 

5.  Departmental  administration 


18, 646, 856 
300, 000 


18,646, 856 
300, 000 


40, 000  40, 000 

40, 000  40, 000 


Total  reimbursable  obligations 

Total  obligations 

Financing: 

Unobligated  balance  brought  forward  f69  Stat.  438) 

Unobligated  balance  (anticipated  reimbursements  to  be 
earned  from  military  assistance  fund  reservations)  trans- 
ferred to  or  from  (— ) other  accounts: 

Advances  and  reimbursements  from  other  accounts: 

Deliveries  of  material  common  to  U.S.  requirements 

ordered  by  military  assistance  in  current  year 

All  other 

Advances  and  reimbursement  from  non-Federal  sources. - 
Anticipated  reimbursements  for  future  year  deliveries  of 
material  common  to  U.S.  requirements  ordered  by  mili- 
tary assistance  in  current  year 

Unobligated  balance  carried  forward  (69  Stat.  438) 


19, 026, 856 


328, 663, 856 


-389, 856 


19, 026, 856 


344, 976, 856 


-389, 856 


+16,313. 000' 


-20, 000 
-18, 105, 000 
-500, 000 


-212, 000 

200, 000 


-20, 000 
-18, 105, 000 
-500, 000 


-212, 000 

200, 000 


New  obligational  authority. 


309, 637, 000 


325,  950, 000 


+16, 313, 000 
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OJ)ject  classification 


Total  number  of  permanent  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

Personal  service  obligations: 

Permanent  positions 

Other  personal  services 

Total  personal  service  obligations 

Direct  obligations: 

01  Personal  services 

02  Travel 

03  Transportation  of  things 

04  Communications  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

Labor  contracts  with  foreign  government  1 
Private  foreign  labor  contracts  2 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Total  direct  obligations. 

Reimbursable  obligations: 

01  Personal  services. 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

Total  reimbursable  obligations 

Total  obligations 


1 Average  number — 1,269. 

2 Average  number— 639. 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de- 
crease (—) 

39, 960 
39,  292 
38, 165 

39, 960 
39. 292 
38, 165 

$181, 169, 000 
5,  596, 000 

$181, 169, 000 
5 596,  000 

186,  765, 000 

186,  765, 000 

181,  913, 000 
1,  309,  000 
43,  725, 000 
1,  351, 000 
8,115, 000 
3,  620, 000 
18.  002, 000 
42,  918.  000 
1. 389,  000 
1,  350.  000 
6,  859,  COO 
972,  COO 
11,  858,000 
370,  000 
46  000 
-14. 150, 000 

181, 913, 000 

1. 309. 000 
44,  805,  000 

1.  351.  000 

8. 115. 000 
3,  620, 000 

18,  715, 000 
42.  918, 000 
1,  389,  000 
1,  350,  000 
7,  229, 000 
972,  000 
11,848,000 
370, 000 
46,  000 

-1-$1, 080, 000 

-f-713, 000 

-f370, 000 

-f 14, 150, 000 

309.  637, 000 

325,  950,  000 

+16.  313,  000 

4, 852.  000 
7, 225.  OCO 
6,  377, 000 
270,  000 
302,  856 

4,  852,  000 
7,  225,  000 
6,  377, 000 
270,  000 
302,  856 

19, 026,  856 

19,  026,  856 

328,  663,  856 

344,  976  856 

+16,  313, 000 

Mr.  Thomas.  Admiral  Boundy,  we  will  now  take  up  “Servicewide 
supplies  and  finance.” 


GENERAL  STATEMENT 


Admiral  Boundy.  Mr.  Chairman  and  members  of  the  committee, 
I am  here  to  explain  to  you  the  need  for  a supplemental  appropria- 
tion to  finance  the  programs  under  “Servicewide  supply  and  finance, 
Navy,”  for  fiscal  year  1959. 

This  appropriation  pays  for  the  servicewide  logistic-support  func- 
tions in  supplying  the  Navy.  It  is  a “service  type”  appropriation 
which  pays  mostly  for  the  wages  of  people  who  buy  and  manage  ma- 
terial, move  the  boxes,  and  fuel  and  load  our  ships.  Other  cost  func- 
tions of  this  appropriation  include  those  of  transporting  materials, 
and  of  maintenance  and  repair  of  the  Bureau  of  Supplies  and  Ac- 
counts’ facilities.  Our  regular  fiscal  year  1959  budget  for  this  ap- 
propriation was  based  upon  a carefully  estimated,  closely  funded 
effort  designed  to  support  a supply  workload  related  to  a normal 
tempo  of  fleet  operations  and  the  then  existing  wage  scale. 

Funds  in  the  amount  of  $14,150,000  are  required  to  cover  the  in- 
creased salaries  of  classified  employees  paid  under  this  appropriation. 


'Hiis  additional  requirement  is  based  on  an  analysis  of  payroll  costs 
and  tlie  j)] aimed  level  of  employment  necessary  in  the  performance 
of  servicewide  logstic-support  functions. 

Tim  !Mideast  operation  created  an  immediate  increase  in  logistic- 
su[)])ort,  recpiirements  over  the  normal  planned  workload.  The  in- 
crease occurred  in  three  broad  areas  as  follows:  First,  processing 
of  additional  material  requests  and  loading  out  the  related  material; 
WH'ond,  increased  transportation  requirements;  and  third,  leasing  of 
oil  tankage  to  support  Mideast  fleet  movement.  The  total  of  these 
additional  costs  is  $2,163,000.  These  out-of-pocket  costs  were  not 
contemplated  at  the  time  of  our  regular  fiscal  year  1959  budget 
request. 

We  are  asking  for  a supplemental  appropriation  in  the  amount  of 
$16,313,000.  This  includes  the  additional  amount  we  spent  for  sup- 
])oil  of  the  Mideast  operation  and  the  amount  necessary  for  the  classi- 
fied wage  increase.  This  money  will  permit  us  to  operate  and  main- 
tain the  Bureau  of  Supplies  and  Accounts’  facilities  at  the  level  ap- 
proved in  our  fiscal  year  1959  appropriation  as  granted  by  the 
Congress. 

This  is  a comparatively  simple  story  because  we  are  geared  almost 
entirely  to  people.  This  particular  part  of  the  appropriation  is  for 
wages  of  people,  the  loading  of  ships,  transportation,  and  maintenance 
and  a repair  of  37  different  outlets  we  have,  supply  depots  and  supply 
departments  of  shipyards,  and  so  on. 

Our  requirements  are  $14,150,000  for  the  classified  pay  increase. 
This  is  an  actual  computation. 

Mr.  Thomas.  Do  you  have  to  pay  for  your  maintenance  work  ? 

Admiral  Boundy.  Yes. 

Mr.  Thomas.  Is  this  force  account  work?  Is  it  with  your  own 
people  ? 

Admiral  Boundy.  In  most  cases. 

The  other  part  of  the  requirement  is  for  $2,163,000,  and  that  is  for 
additional  expenses  incurred  by  the  Bureau  of  Supplies  and  Accounts 
over  the  normal  planned  load  due  to  the  Mideast  and  Taiwan  situa- 
tions. The  additional  supply  request  is  for  loading  out  the  material, 
for  increased  transportation  charges,  for  leasing  additional  oil  tanks, 
for  a short  period  of  time,  so  the  total  of  these  two  items  of  out-of- 
pocket  cost  is  $16,313,000. 

JUSTIFICATION  OF  THE  ESTIMATE 

Mr.  Thomas.  We  will  insert  the  appropriate  justification  pages  in 
the  record  at  this  point. 

(The  pages  follow :) 

Servicewide  Supply  and  Finance,  Navy 
Budget  activity  No.  1.  Supply  distribution 


1959  presently  available $213,458,856 

1959  revised  estimate 214,  418,  856 

Increase -f960,  000 
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PROGRAM  DESCRIPTION 

This  budget  activity  provides  funding  for  the  operations  of  37  supply  outlets 
of  the  Navy.  The  scope  of  funding  includes  all  distribution  functions  from  the 
receipt  of  a material  request  until  the  material  is  delivered  afloat  or  ashore. 
Funds  presently  available  for  this  program  do  not  include  requirements  for 
abnormal  costs  occasioned  by  the  Mideast  and  Taiwan  crises. 

JUSTIFICATION  OF  REVISED  ESTIMATE 


The  additional  $960,000  requested  is  for  support  requirements  in  excess  of  the 
level  which  would  have  been  experienced  under  normal  conditions,  as  follows  : 

For  unprogramed  costs  due  to  Middle  East  crises $909,  000 


(1)  For  advance  base-type  support  to  Cloud  and  Tare,  to  cover  the 

cost  of  packing  and  crating  operations 86,  000 

(2)  For  increased  supply  support  requirements  of  the  fleet  and 

overseas  activities 657,  000 

(3)  For  additional  fuel  storage 166,000 


For  unprogramed  costs  due  to  Taiwan  operations 51,  000 


(1)  For  increased  supply  support  requirements  of  the  fleet  and 

overseas  activities 47,  000 

(2)  For  cleaning  of  tanks,  transmission  and  distribution  system 

for  fuel  conversion  purposes 4,  000 

Budget  Activity'  No.  2.  Commodity  control 

1959  presently  available $89,  275,  000 

1959  revised  estimate 90,  478,  000 


Increase -fl,  203,  COO 


PROGRAM  DESCRIPTION 

This  budget  activity  provides  funding  for  the  centralized  commodity  control 
system  in  the  Navy.  There  are  two  primary  budget  functions  within  this 
activity.  The  first  function  covers  the  operation  of  the  supply-demand-control 
points  which  are  field  offices  of  the  Navy  engaged  in  the  management  of  Navy 
inventories.  The  second  budget  function  covers  the  transportation  cost  of 
moving  material  within  the  Navy  in  response  to  operational  demand.  The  cost 
of  transporting  Navy  material  as  directed  by  the  supply-demand-control  points 
or  by  field  operating  installations  is  chargeable  to  this  budget  activity.  Funds 
presently  available  for  these  programs  do  not  include  requirements  for  abnormal 
cost  occasioned  by  the  Mideast  and  Taiwan  crises. 

JUSTIFICATION  OF  REVISED  ESTIMATE 

The  additional  $1,203,000  requested  is  for  support  requirements  in  excess  of 
the  level  which  would  have  been  experienced  under  normal  conditions,  as  follows  : 


For  unprogramed  costs  due  to  Mideast  crisis $1, 166,  000 


(1)  For  advance  base  type  support  to  Cloud  and  Storm 58,  000 

(2)  For  redistribution  and  replenishment  costs  incident  to  loca- 

tion of  stocks  at  tidewater  activities  for  support  of  fleet 62,  000 

(3)  For  specially  scheduled  airlifts  to  supjHirt  deployed  forces 646,  000 

(4)  For  inland  movement  of  material  for  fleet  operations 400,  000 


For  unprogramed  costs  due  to  Taiwan  operations 37,  000 


(1)  For  redistribution  and  replenishment  costs  incident  to  loca- 

tion of  stocks  at  tidewater  activities  for  support  of  fleet.  _ 3,  000 

(2)  For  specially  scheduled  airlifts  to  support  deployed  forces 34,  000 
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Thulffct  activitif.  Clas.nfied  pay  increase 


JUSTIFICATION  OF  ESTIMATE 

im*sontly  available 

]J)r»0  revised  estimate 

Increase  


0 

$14, 150,  000 
+14, 150,  000 


Tncn^ased  pay  costs  for  appropriation  “Servicewide  supply  and  finance.  Navy,” 
were  computed  as  follows: 

Gross  payroll  for  grraded  personnel: 


At  current  salary  rates $110,605,000 

At  previous  salary  rates 100.  632  ,000 


Increase  in  payroll  cost 10,063,000 

Add  civil  service  retirement  contributions 654,  000 

Increase  in  01  and  related  costs 10,717,000 

Add  increased  payments  to  other  accounts 3,  433,  000 

Total  increase  in  cost 14,150,000 


SUPPT.T  DTSTKIBUTION 


Mr.  Thomas.  You  have  supply  distribution  here,  $960,000.  That  is 
made  up  of  what? 

Admiral  Boundy.  The  $960,000  is  made  up  primarily  of  $86  000 
for  extra  handling  of  fuel  and  lubricating  oil  required  for  the  Far 
East. 


Mr.  Thomas.  Do  you  mean  that  you  bought  that  many  extra  drums 
which  are  of  no  value  to  you  and  you  have  to  discard  them  ? You  took 
these  out  of  your  present  inventory ; is  that  correct? 

Admiral  Boijndt.  It  is  for  the  handling  of  fuel  drums. 

Mr.  Thomas.  What  is  your  $657,000  for  ? 

Admiral  Boundy.  Primarily  for  overtime.  $412,000  is  for  overtime 
at  Newport,  Norfolk,  putting  these  activities  on  three  shifts  during 
the  crisis.  It  was  for  temporary  hire  of  some  people  who  have  now 
been  discharged. 

Mr.  Thomas.  What  is  that  $166,000? 

Admiral  Boundy.  The  $166,000  is  for  additional  fuel  storage  which 
was  hired  for  a short  period  of  time  at  the  request  of  the  Chief  of 
Naval  Operations.  ^ 

Mr.  Thomas.  You  took  this  out  of  your  supplies;  did  you  not? 

Admiral  Boundy.  No;  this  was  commercial  fuel  tankage  which 
we  required  to  support  the  operation — ^he  increased  tempo  of  the 
operations. 

Mr.  Thomas.  This  was  fuel  that  you  took  aboard  ? 

Admiral  Boundy.  No,  sir.  These  are  fuel  tanks,  several  of  them 
on  the  gulf  coast.  The  Chief  of  Naval  Operations  asked  us  to  lease 
them  and  have  them  filled  with  fuel  oil  as  standbys  as  a requirement 
for  the  increased  operations. 

Mr.  Thomas.  What  is  your  $51,000? 

Admiral  Boundy.  For  the  Taiwan  operation,  $47,000  of  that  was 
overtime  at  Pearl  Harbor  and  the  Naval  Supply  Center  at  Oakland. 

Mr.  Thomas.  The  $166,000  is  an  item  that  would  budget  any  place 
in  your  1960  regular  budget,  or  your  1959  budget,  because  you  have 
not  used  it. 

Admiral  Boundy.  No:  these  are  for  leases.  We  did  uot  contem- 
plate the  lease  of  these  fuel  storage  tanks. 
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. Admiral  Beardsley.’  We  leased  the  tanks  and  paid  the  leases. 

Mr.  Thomas.  How  many  did  you  lease? 

Admiral  Bounhy.  We  can  supply  that  for  the  record,  but  in  the 
neighborhood  of  10  or  12. 

Mr.  Thomas.  For  what  period  of  time  ? 

Admiral  Boundy.  About  3 months  during  the  crisis. 

Mr.  Thomas.  And  that  is  money  expended  ? 

Admiral  Boundy,  Yes;  for  something  that  was  required  for  the 
operation. 

Mr.  Thomas.  Where  are  these  ? 

Admiral  Boundy.  Most  of  them  are  in  the  gulf  coast, 

Mr.  Thomas.  Would  they  not  supply  them  to  you  ? 

Admiral  Boundy.  There  were  additional  requirements  for  ship 
sailings. 

Mr.  Thomas.  It  seems  to  me  if  the  fleet  needs  some  fuel  the  fleet 
gets  first  preference  and  why  go  out  and  pay  an  oil  company  $25,000 
to  lease  a tank  when  you  are  going  to  buy  the  fuel  from  them  also? 

Admiral  Boundy.  This  is  Navy  special  fuel,  and  I might  call  to 
your  attention  that  Navy  special  fuel  is  different  from  any  other 
type  of  fuel  and  cannot  be  obtained  commercially  in  quantity.  When 
there  is  an  increase  in  the  tempo  of  operations  with  a possibility  of 
even  greater  requirements,  the  Chief  of  Naval  Operations  asked  us 
for  a greater  storage  in  this  particular  area  and  in  order  to  get  the 
storage  it  cost  us  that  amount  of  money.  Those  tanks  have  now  been 
turned  back  to  commercial  uses. 

Mr.  Thomas.  Do  you  mean  to  tell  me  that  if  you  want  some  bunker 
fuel  and  you  go  down  to  the  Standard  Oil  Co.  and  tell  them  that 
you  are  going  into  this  operation,  they  are  not  going  to  deliver  you 
that  bunker  fuel  ? They  are  going  to  force  you  to  lease  the  tanks  and 
buy  the  bunker  fuel?  You  buy  the  oil  from  them  and  then  lease 
the  tank  from  them  to  store  it  ? 

Admiral  Boundy.  In  many  cases  the  black  oil  was  brought  from 
another  source,  some  from  the  west  coast,  but  we  had  to  have  a reser- 
voir for  our  contemplated  operation. 

Mr.  Thomas.  What  is  your  $47,000  for? 

Admiral  Boundy.  For  Taiwan,  $3,000  for  redistribution  of  mate- 
rial. Overtime  at  the  supply  and  control  points,  aviation  supplies 
offices,  and  the  electronic  supply  office. 

Mr.  Thomas.  Is  this  a labor  bill  ? 

Admiral  Boundy.  Additional  people  that  we  had  to  keep  working 
at  night  getting  out  urgent  requests.  What  happens  in  an  operation 
of  this  kind  is  that  many  ships  that  are  waiting  for  supplies  are  put- 
ting in  new  equipment  and  then  they  want  them  that  much  more 
rapidly. 

Mr.  Thomas.  Are  these  Wage  Board  people  ? 

Admiral  Boundy.  Both. 

commodity  control 

Mr.  Thomas.  Let  us  look  at  your  commodity  control,  $1,203,000. 
You  say  in  your  statement  or  justifications : 

This  budget  activity  provides  funding  for  the  centralized  commodity  control 
system  in  the  Navy.  There  are  two  primary  budget  functions  within  this  activ- 
ity. The  first  function  covers  the  operation  of  the  supply  demand  control  points 
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which  are  field  offices  of  the  Navy  engaged  in  the  management  of  Navy  inven- 
tories. '^rhe  second  budget  function  covers  the  transportation  costs  of  moving 
material  within  the  Navy  in  response  to  operational  demands.  The  cost  of 
trans]>orting  Navy  material  directed  by  the  supply  demand  control  points  or  by 
fi<‘ld  operating  installations  is  chargeable  to  this  budget  activity.  -Funds  pres- 
ently available  for  the.se  programs  do  not  include  requirements  for  abnormal  costs 
occasioned  by  the  Mideast  and  Taiwan  crises. 

Do  you  ineiiii  you  get  busy  and  have  to  juggle  the  supplies  around? 

Admii-al  Houndy.  Yes;  we  certainly  do.  Of  this  $1,203,000, 
$1,1()(),000  was  for  the  Mideast  crisis  and  $58,000  for  handling  two 
programs  called  Cloud  and  Storm. 

Mr.  Thom  AS.  Wh  at  is  the  nature  of  the  material  ? 

Admiral  Boundy.  It  is  advanced  base  material  that  has  to  be  loaded 
(piickly  for  the  Marines. 

Mr.  Thomas.  This  is  again  a salary  cost,  personnel,  loading  and 
b(jokkeeping  activities  and  what  not  at  your  various  installations  ? 

Admiral  Boundy.  That  is  correct,  sir. 

Mr.  Thomas.  Is  there  any  crating  and  handling  cost  in  here? 

Admiral  Boundy.  Yes ; in  that  $58,000. 

Mr.  Thomas.  Wliat  about  your  $62,000  ? 

Admiral  Boundy.  That  is  for  redistribution  and  replenisliment  in- 
cident to  the  location  of  stocks  at  tidewater  activities  for  support  of 
the  fleet. 

Mr.  Thomas.  The  $646,000  is  for  what  ? 

Admiral  Boundy.  Primarily  for  transportation,  special  missions 
of  aircraft.  For  example,  we  had  a good  many  MATS  aircraSIt.  As 
you  know,  we  now  reimburse  them  $15,000  or  $20,000  for  a special 
flight. 

Sir.  Thomas.  You  have  a lot  of  it  here,  $646,000. 

Admiral  Boundy.  At  the  rate  we  would  have  to  pay,  that  is  35 
or  40  trips. 

Mr.  Thomas.  To  and  from  where? 

Admiral  Boundy.  The  Mideast.  This  is  all  Mideast. 

Mr.  Thomas.  How  much  of  a guess  figure  is  this  $646,000? 

Admiral  Boundy.  This  is  a calculated  figure. 

The  next  item  would  be  $400,000  for  the  inland  movement  of  ma- 
terial for  fleet  operations. 

Mr.  Kooney.  Before  proceeding  further,  let  me  take  you  back  to 
the  first  item  of  your  breakdown,  $86,000.  Did  I understand  you 
to  say  that  that  was  for  the  purchase  of  fuel  drums  ? That  is  the  way 
that  I understood  it,  but  upon  reading  the  justifications  I find  it  is 
to  cover  the  cost  of  packing  and  crating. 

Admiral  Boundy.  Packing  and  handling  and  crating  is  the  proper 
answer. 

Mr.  Kooney.  Is  the  justification  correct? 

Admiral  Boundy.  Yes. 

Mr.  Kooney.  I thought  you  said  something  about  buying  fuel 
drums. 

Admiral  Ensey.  I think  that  he  corrected  that  in  his  testimony. 

Mr.  Thomas.  Thank  you  very  much. 
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Wednesday,  February  25,  1959. 
Service  WIDE  Operations,  Navy 

WITNESS 

ADM.  K.  M.  McMANES,  USN,  DEPUTY  CHIEF  OF  NAVAD  OPERATIONS 

Program  and  financing 


1959  presently 
available 


1959  revised 
estimate 


1959  increase 


Program  by  activities: 

Direct  obligations; 

1.  Administrative  headquarters  for  naval  districts, 

bases  and  stations 

2.  Servicewide  communications 

3.  Hydrographic  office 

4.  Naval  observatory 

5.  Inter-American  affairs 

6.  Departmental  administration 

7.  Printing  equipment  and  related  costs,  printing 

plants 

8.  Field  services 

9.  Contingencies  of  the  Navy 

Supplemental  required  for  pay  increases 

Total  direct  obligations 

Reimbursable  obligations: 

Total  reimbursable  obligations 

Total  obligations 

Financing: 

Advances  and  reimbursements  from — 

Other  accounts 

Non-Federal  sources  (10  U.S.C.  2481) 

New  obligational  authority 

New  obligational  authority: 

Appropriation 

Transferred  to — 

“Operating  expenses.  National  Archives  and  Records 
Service,”  General  Services  Administration  (5 

U.S.C.  172f) 

“Salaries  and  expenses,  Department  of  Defense”  (5 
U.S.C.  630e) — 


$17, 068, 000 
38,  628,  000 
12,  295,  000 
955,  000 
4,  495, 000 
21,  850,  000 

300,  000 
15,  808,  000 
11,  920, 000 
-5,  326,  000 


.$17,  068,  000 
39, 028,  000 
12,  295,  000 

955. 000 
4,  495, 000 

21,  850, 000 

300. 000 
15,  808,  000 
11,  920,  000 


.$400, 000 


5,  326,  000 


117,  993,  000 


123,  719,  000 


5,  726,  000 


13,  695,  000 


13,  695, 000 


131,  688,  000 


-13,  392, 000 
-303,  000 


137,  414,  000 


-13,  392,  000 
-303,  000 


5,  726,  000 


117,  993,  000 


123,  719, 000 


5,  726,  COO 


118,  985, 000 

-467,  000 
-525, 000 


124,  711,  000 

-467, 000 
-525, 000 


5,  726,  000 


117,  993,  000 


123,  719, 000 


5,  726,  000 


Appropriation  (adjusted) 
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Object  classificatim 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Averape  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  service  obligations 

Direct  obligations: 

01  Personal  services 

02  Travel 

03  "I  ransportation  of  things 

04  Communication  services 

05  Kents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

Labor  contracts  with  foreign  governments  > 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Total  direct  obligations 

Reimbursable  obligations: 

Total  reimbursable  obligations 

Total  obligations 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

12, 434 
6 

11,957 
11, 960 

12, 434 
6 

11.9.57 
11, 960 

$64, 547, 033 
49,600 
2, 844,  567 

$64. 547, 033 
49,  600 
2,  844,  567 

67, 441,  200 

67,  441,200 

65. 192, 800 
3, 148,  200 
765, 000 
6, 005, 400 
2,  664,  425 
1,907,  225 
14, 177,  900 
673, 950 
1, 046.  600 
7, 219,  800 
15,  915, 800 
4,  570,  800 
31, 100 
-5, 326, 000 

65. 192, 800 
3, 148,  200 
765, 000 
6, 005,  400 
2,  664,  425 
1, 907,  225 
14,237.  900 
673,  950 
1,046,600 
7, 219, 800 
16,  255,  800 
4,  570,  800 
31, 100 

' ' 5 

$60, 000 

340, 000 

5, 326, 000 

117, 993, 000 

123,  719, 000 

5,  726, 000' 

13,  695, 000 

13,  695,000 

131,688, 000 

137,  414,000 

5,  726, 000' 

• Average  number  of  persons:  918. 

Mr.  Th6mas.  We  will  now  hear  from  Admiral  McManes. 

GENERAL  STATEMENT 

Admiral  McManes.  Mr.  Chairman  and  gentlemen,  I am  the  Deputy 
Chief  of  Naval  Operations  for  Administration. 

Supplemental  funds  in  the  amount  of  $5,726,000  are  requested  for 
the  appropriation  “Servicewide  Operations,  Navy”  for  fiscal  year 
1959.  The  additional  funds  are  required  for  two  unbudgeted  items : 
(1)  $5,326,000  for  the  civilian  pay  raise,  pursuant  to  Public  Law  85- 
462,  and  (2)  $400,000  for  cnsts  incurred  in  connection  with  the  Mid- 
east and  Taiwan  crises. 

There  are  no  surplus  funds  available  within  the  appropriation 
which  could  be  used  to  offset  this  supplemental  request.  During  fiscal 
year  1959,  the  “Servicewide  Operations,  Navy”  appropriation  has 
been  forced  to  absorb  unbudgeted  items  to  the  extent  of  approxi- 
mately $2,300,000.  These  unbudgeted  requirements  have  been  met 
principally  by  diverting  funds  programed  for  the  procurement  of 
electronic  equipment.  Approximately  50  percent  of  appropriated  * 
funds  were  obligated  as  of  December  31,  1958,  and  no  appreciable 
savings  are  expected  to  materialize  during  the  balance  of  the  fiscal 
year.  The  $400,000  will  be  used  to  alleviate,  in  small  part,  the  dis- 
ruption of  the  planned  electronic  equipment  procurement  program. 
The  $5,326,000  will  be  applied  against  the  fourth  quarter  deficiency 
existing  in  this  appropriation. 
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This  supplemental  request  has  been  subjected  to  critical  review  at 
all  levels  of  responsibility  and  represents  the  minimum  requirements 
for  this  appropriation. 

Mr.  Thomas.  That  was  right  to  the  point. 

JUSTIFICATION  OF  THE  ESTIMATE 

We  will  insert  the  appropriate  pages  of  the  justification  in  the 
record  at  this  point. 

(The  pages  follow:) 

Service  WIDE  Operations,  Navy 
Budget  activity  No,  2.  Servicewide  communications 


Presently  available $38,  628, 000 

Revised  estimate 39,  028,  000 

Increase 400,  000 


JUSTIFICATION  OF  SUPPLEMENTAL  ESTIMATE 

A supplemental  of  $400,00  is  requested  for  unbudgeted  costs  for  improved 
communications  to  the  operating  forces  incurred  in  connection  with  the  Mid- 
east and  Taiwan  crises. 

Specific  items  of  support  provided  in  these  areas  are : 

LEBANON 

Increased  travel  of  Naval  Security  Group  personnel  on  classified 


missions $15,  000 

Provide  special  antenna  arrangements  at  NAVCOMMSTA  Washington 

for  improved  communications  with  6th  Fleet 48,  000 

Provide  special  antenna  arrangements  and  additional  power  generator 

at  NAVCOMMSTA,  Port  Lyautey 18,  000 

Procurement  of  special  communications  equipment  for  high  command 

network  and  communication  intelligence  purposes , , 162,  000 

Procurement  of  special  communication  equipment  for  NAVCOMMUNIT, 

Asmara 20,  000 

Increased  commercial  message  costs  in  area 10, 000 


Subtotal 273,000 


TAIWAN 

Prepare  space  and  install  classified  equipment  at  NAVCOMMFAC, 

Kami  Seya 15,  OOO 

Procurement  of  teletype  and  radio  equipment  and  rotary  beam  antenna  ; 
and  install  communication  security  equipment  at  NAVCOMMSTA, 

Guam 82,  000 

Procurement  of  teletype  equipment  for  NAVCOMMFAC,  Philippines 30,  000 


Subtotal 127,000 


Grand  total 400,  000 


In  fiscal  year  1959,  the  SWON  appropriation  was  forced  to  absorb  an  un- 
precedented amount  of  unbudgeted  costs  in  addition  to  those  incurred  for 
I^ebanon  and  Taiwan.  As  the  available  operation  and  maintenance  funds  in 
this  appropriation  are  already  at  an  ustere  level,  most  of  these  unbudgeted 
items  were  assessed  against  equipment  procurement  funds  in  support  of  the 
servicewide  communication  system.  The  supplement  herein  requested  will 
alleviate  in  part  the  disruption  of  the  planned  electronic  procurement  program. 
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CIVILIAN  PAY  INCREASES 

J ustification  of  supplemental  estimate 

A total  sni)i)leinental  requirement  of  $6,097,000,  as  a result  of  the  costs  of 
civilian  pay  increases  pursuant  to  Public  Law  85-462,  will  be  reduced  by  $771,000 
in  available  assets.  This  supplemental  will  be  necessary  to  provide  for  the 
increased  pay  costs  for  an  estimated  9,773  graded  man-years  at  an  estimated 
payroll  cost  of  $59  million,  as  well  as  the  related  costs  for  contributions  to 
the  retirement  fund,  FICA,  and  services  performed  by  other  agencies. 

During  this  fiscal  year  the  SWON  appropriation  has  been  forced  to  absorb 
an  unprecedented  amount  of  unbudgeted  costs.  The  total  of  these  unbudgeted 
costs  is  in  the  vicinity  of  $2,300,000. 

Since  the  available  O.  & M.  funds  in  this  appropriation  are  already  at  an 
austere  level,  the  bulk  of  these  unbudgeted  costs  were  assessed  against  equip- 
ment procurement  funds,  which  has  delayed  the  modernization  of  the  commu- 
nications facilities.  Additional  absorption  for  this  purpose,  i.e.,  pay  increase, 
will  further  reduce  the  austere  level  of  operation  in  this  appropriation. 

l"ay  increase  costs  were  determined  by  taking  10  iiercent  of  the  following  cost 
factors  which  involved  classified  personnel  in  fiscal  year  1959 : 

01  Basic  salary,  nightwork  differential,  overtime,  additional  pay  for  service 
abroad,  pay  in  excess  of  52-week  base. 

07  Personal  services  costs  of  services  performed  by  other  agencies. 

1 1 Contributions  to  retirement  fund. 

15  Federal  Insurance  Contribution  Act. 

Mr.  Thomas.  You  show  communications,  $400,000.  How  firm  are 
all  of  these  estimates? 

Admiral  Mc]\Ianes.  They  have  been  gone  over  with  a very  sharp 
pencil.  They  are  firm. 

Mr.  Thomas.  How  much  is  for  pay? 

Admiral  McManes.  Pay  is  $5,326,000. 

Mr.  Thomas.  You  have  only  two  or  three  items  here.  Out  of  your 
$5,726,000  your  pay  cost  is  $5,326,000? 

Admiral  McManes.  Yes,  sir. 

Mr.  Thomas.  And  your  other  item  is  $400,000  ? 

Admiral  McManes.  Yes;  $400,000  for  communications. 

Mr.  Thomas.  How  firm  is  the  figure  of  $400,000  ? 

Admiral  McManes.  That  is  a very  firm  figure,  because  that  money 
has  been  spent,  sir. 

Mr.  Thomas.  What  was  the  nature  of  this  equipment  here  for  com- 
munications ? 

Admiral  McManes.  That  is  included  on  page  N-22-1.  One  item 
was  “Increased  travel  of  naval  security  group  personnel  on  classified 
missions,”  in  the  amount  of  $15,000. 

Mr.  Thomas.  Another  item  was  to  provide  special  antenna  arrange- 
ments in  Washington  for  improved  communications  with  the  6th 
Fleet  in  the  amount  of  $48,000  ? 

Admiral  McManes.  Yes,  sir. 

Mr.  Thomas.  Another  item  was  to  provide  special  antenna  arrange- 
ments and  additional  power  generator  at  NAVCOMMSTA  in  the 
amount  of  $18,000  ? 

Admiral  McManes.  Yes,  sir ; at  Port  Lyautey. 

Mr.  Thomas.  That  was  in  the  amount  of  $18,000  ? 

Admiral  McManes.  Yes,  sir. 

Mr.  Tpiomas.  Another  item  was  procurement  of  special  communica- 
tions equipment  for  high  command  network,  and  communication  in- 
telligence purposes  in  the  amount  of  $162,000  ? 
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Admiral  McManes.  That  includes  some  commercial,  single  side  band 
radios  that  we  purchased  for  fleet  flagships,  and  important  shore 
establishments. 

Mr.  Thomas.  You  would  have  used  this  for  other  purposes  any- 
way ; would  you  not  ? 

Admiral  McManes.  That  is  correct,  sir. 

Mr.  Thomas.  That  is  than  you  are  using  them  now  ? 

Admiral  McManes.  We  would  have  purchased  them  in  the  future; 
yes,  sir,  but  we  had  to  get  it  off  the  shelf  at  this  particular  time 
because  of  the  crisis. 

Mr.  Thomas.  Who  is  this  charged  against  ? 

Admiral  McManes.  This  is  charged  against  “Service wide  opera- 
tions, Navy,”  sir. 

Mr.  Thomas.  Thank  you.  Admiral. 

Admiral  McManes.  Thank  you,  sir,  Mr.  Chairman. 


3,7458—59 


23 
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Wednesday,  February  25, 1959. 
Medical  Care 

WITNESSES 

REAR  ADM.  B.  W.  HOGAN,  CHIEE,  BUREAU  OF  MEDICINE  AND 
SURGERY 

REAR  ADM.  F.  P.  GILMORE,  ASSISTANT  CHIEF  FOR  PLANNING  AND 
LOGISTICS,  BUREAU  OF  MEDICINE  AND  SURGERY 

REAR  ADM.  W.  J.  MARSHALL,  DIRECTOR,  MATERIEL  DIVISION 
(LOGISTICS) 

COL.  NORMAN  E.  PEATFIELD,  PROFESSIONAL  DIRECTOR,  OFFICE 
FOR  DEPENDENTS'  MEDICAL  CARE,  OFFICE  OF  SURGEON  GEN- 
ERAL, UNITED  STATES  ARMY 

MAJ.  BEDFORD  ^I.  BERREY,  DIRECTOR,  ALLOWANCES  AND  SPECIAL 
REPORTS  DIVISION,  OFFICE  FOR  DEPENDENTS,  MEDICAL  CARE, 
OFFICE  OF  SURGEON  GENERAL,  DEPARTMENT  OF  THE  ARMY 

Deficiency  Estimate  foe  1958 
Program  and  financing 


1958, 

presently 

available 


1958, 

revis^ 

estimate 


1958,  increase 
(+)  or  de- 
crease (— ) 


Direct  obligations: 

1.  Maintenance  and  operation  of  medical  treatment 

facilities — 

2.  Education  and  training 

3.  Medical  services,  supplies,  and  equipment,  at  other 


$35, 206, 843 
3, 464, 107 


$35, 206, 843 
3, 464, 107 


facilities 

4.  Nonrecurring  procurement  of  services,  supplies, 

and  equipment 

5.  Medical  material  support 

6.  Medical  care  in  non-naval  facilities- 

7.  Care  of  the  dead 

8.  Departmental  administration. 


11, 490, 357 

2,199,408 
149, 109 
29, 803, 000 
918, 000 
2, 626, 176 


11,490,357 

2, 199, 408 
149, 109 
38, 853, 000 
918, 000 
2, 626, 176 


-f$9,050,000 


Total  direct  obligations.. 

Reimbmsable  obligations: 

1.  Maintenance  and  operation  of  medical  treatment 

facilities 

2.  Education  and  training 

3.  Medical  services,  supplies,  and  equipment  at  other 

facilities 

6.  Medical  care  in  nonnaval  facilities 

Total  reimbursable  obligations 

Total  obligations 


85, 857, 000 


94, 907, 000 


9, 050, 000 


21, 655, 058 
307, 500 

289,  000 
251,  000 


21,655,058 
307, 500 

289, 000 
251,  000 


22,  502,  558 


22,  502,  558 


108, 359,  558 


117, 409,  558 


9, 050, 000 


Financing: 

Advances  and  reimbursements  from— 

Other  accounts 

Non-Federal  sources  (10  U.S.C.  1071-1085) 

New  obligational  authority 

New  obligational  authority: 

Appropriation 

lYansferred  from  “Contingencies,  Department  of  Defense, 
1958”  (72  Stat.  243) .' 

* Appropriation  (adjusted) 


19,  744,  466  19,  744, 466 

2,  758, 092  2,  758, 092 


85, 857,  000 


94, 907, 000 


9, 050,  000 


85, 200,  OOO 
657, 000 
85, 857,  000 


94,  250, 000 
657, 000 
94, 907, 000 


9, 050,  000 


9,  050, 000 
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Object  classification 


Total  number  of  permanent  positions 

Full  time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

Personal  services  obligations: 

Pei'manent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  service  obligations... 

Direct  obligations; 


19f8,  presently 
available 


19':8  revised 
estimate 


1958  increase 
(+)  or 

decrease  (— ) 


8,  203 

1 

7,  504 
7,  449 


8,  203 
1 

7,  504 
7,449 


$32, 174,  652 
10,  653 
872,  707 


$32, 174,  652 
10,  653 
872,  707 


33, 058,  012 


33,  058,  012 


01  Personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

Tvabor  contracts  with  foreign  governments 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Subtotal 

Deduct  subsistence  charges 

Total  direct  obligations 

Reimbursable  obligations: 


24, 135, 412 
572,  935 
104,  662 
368,  250 
1,  454,  126 
203,  980 
33,  693,  844 
8,  902,  000 
277,  638 
13,  961,  388 
888,  472 
1,  563,  716 
11,  577 


24,135,412 
572,  935 
104,  662 
368,  250 
1,  454, 126 
203,  980 
42,  037,  560 
9,  608,  284 
277,  638 
13,  961,  388 
888,  472 
1,  563,  716 
11,  577 


+$8,  343,  716 
+706,  284 


86.  138,  000 
281^  000 


95,  188,  000 
281, 000 


9,  050, 000 


85,  857, 000 


94,  907,  000 


9, 060,000 


05 


01  Person  il  services 

02  Travel 

04  Communications  services 

Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  material 

09  Equipment 

11  Grants,  subsidies,  and  contributions 
15  Taxes  and  assessments 

Total  reimbursable  obligations 

Total  obligations 


8, 922,  600 
22, 390 
116,  896 
510, 193 
20,  210 
1, 140,  525 
11, 133,  446 
238, 163 
394, 935 
3,200 


22,  502,  558 


8,  922,  600 
22,  390 
116,  896 
510, 193 
20,  210 
1, 140,  525 
11, 133,  446 
238, 163 
394,  935 
3,200 


22,  502,  558 


108,359,558 


117,  409,658 


£^050,000 


Mr.  Thomas.  The  next  item  for  the  consideration  of  the  committee 
is  the  item  for  Medical  care,  and  it  is  my  understanding  Admiral 
Hogan  will  make  the  presentation. 

Admiral  Hogan  is  a mighty  fine  individual  and  a great  doctor. 

Off  the  record. 

(Discussion  off  the  record.) 

At  this  point  in  the  record  we  will  insert  pages  16-1  through  16-5 
of  the  justifications. 

(The  pages  referred  to  follow :) 
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Budget  Activity  No.  6.  Medical  Care  in  Nonnaval  Facilities 

JUSTIFICATION  OF  FUNDS  REQUESTED 


As  indicated,  a deficiency  of  $9,050,000  exists  in  Budget  Activity  6,  Medical 
care  in  nonnaval  facilities,  A detailed  schedule  of  budgeted  funds  and  work- 
load for  this  activity  as  compared  with  actual  requirements  follows : 


Available 

Requirements 

Difference 

Averaee 

patients 

Funds 

Averaee 

patients 

Funds 

Averaee 

patients 

Funds 

Inpatient  care: 

Active  dtity  and  retired: 
In  ottier  Federal  hos- 
pitals  

766 

43 

356 

1,139 

$5, 447, 381 
665, 132 

3. 379,  830 
20,  214, 034 

74, 948 
370,  675 
12, 000 

800 

43 

383 

1,546 

$5, 699, 484 
655, 132 

3, 636, 586 
28, 554,  750 

74, 948 
668, 100 
15, 000 

+34 

+$252, 103 

In  civilian  hospitals... 
Dependents: 

In  other  Federal  hos- 
pitals  

+27 

+407 

+256, 756 
+8,340,716 

In  civilian  hospitals... 
Outpatient  care: 

Active  duty,  retired  and 
dependents: 

In  other  Federal  facil- 
ities  

In  civilian  facilities 

+197, 425 
+3,000 

Travel 

Total 

30, 054, 000 

39, 104, 000 

9,050,000 

The  possibility  of  an  underestimate  for  this  budget  activity  was  apparent  in 
original  hearings,  on  the  fiscal  year  1958  budget  on  April  15,  1957,  before  the 
subcommittee  on  Department  of  the  Navy  Appropriations  of  the  House  Appro- 
priations Committee.  The  chronological  record  of  Department  of  the  Navy 
action  to  avoid  a deficiency  status  is  as  follows : 

Anril  15,  1957 ; Hearings  on  “Medical  care,  Navy”  estimates  for  fiscal  year 
1958  before  subcommittee  of  the  Committee  on  Appropriations,  House  of  Repre- 
sentatives. Pages  890-891,  and  895-897  of  the  printed  hearings  pertain  to 
estimates  for  Dependents’  medical  car^,  and  point  out  the  fact  that  these  esti- 
mates were  the  best  possible  in  view  of  the  lack  of  experience,  but  may  have  been 
inadequate. 

May  21,  1957 : Committee  on  Appropriations  submitted  report  on  Department 
of  Defense  appropriations  bill,  1958.  Estimate  for  Dependents’  medical  care 
recommended  to  be  reduced  by  $1,995,500,  because  “The  cost  data  experienced 
to  date  in  this  program  does  not  warrant  the  appropriation  of  funds  in  the  amount 
requested  by  the  Navy  for  this  activity.”  Committee  also  recommended  that 
“free  choice”  provision  of  joint  DOD-HEW  directive  be  amended  so  as  to  not 
permit  dependents  to  utilize  civilian  medical  and/or  hospital  services  unless  a 
positive  determination  is  made  by  appropriate  authority  that,  without  augihen- 
tation,  the  military  medical  hospital  facilities  and  medical  personnel  in  the 
general  area  in  which  the  dependents  reside  are  inadequate. 

November  1, 1957 : Dependents’  medical  care  advisory  committee  recommended 
among  other  things : That,  pending  completion  of  these  studies  and  until  their 
results  are  known  to  indicate  that  freedom  of  choice  should  be  restricted,  no 
action  be  taken  to  eliminate  freedom  of  choice  solely  for  the  purpose  of  implied 
economy. 

December  7,  1957 ; Assistant  Secretary  of  Defense  (Comptroller)  memo  to  As- 
sistant Secretary  of  the  Navy  (FM)  points  out  that  “It  is  possible  that  additional 
funds  will  be  required  in  fiscal  year  1958  to  pay  the  bills  rendered  by  civilian 
hospitals  and  physicians  for  the  dependent  medical  care  program,” 

December  1.8,  1957 : Secretary  of  the  Navy,  at  the  request  of  the  Bureau  of 
Medicine  and  Surgery,  requested  policy  guidance  from  the  Assistance  Secretary 
of  Defense  (Health  and  Medical)  as  to  any  amendment  of  the  “free  choice” 
element  of  the  joint  directive  covering  dependents’  medical  care.- 
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February  6,  1958:  Meeting  of  Bureau  of  the  Budget,  Navy  Comptroller  and 
Bureau  of  Medicine  and  Surgery  personnel  to  discuss  adequacy  of  1958  funds 
for  Dependents’  medical  care. 

February  19, 1958 : Supplemental  estimate  of  funds  required  for  the  appropria- 
tion “Medical  care.  Navy”  for  fiscal  year  1958  submitted  to  the  Comptroller  of 

the  Navy.  ^ ^ ' 

February  26,  1958 : Hearings  on  Medical  care.  Navy  estimates  for  fiscal  year 
1959  before  subcommittee  of  the  Committee  on  Appropriations,  House  of  Repre- 
sentatives. On  page  712  of  the  printed  bearings  there  appears  a statement  of 
the  Bureau  of  Medicine  and  Surgery  witness  (Rear  Admiral  Gilmore)  as  follows : 
“We  anticipate  coming  forward  with  a request  for  a supplemental  in  this  fiscal 
year  which  will  then  place  1959  in  a clearer  light.”  (Note:  “This  fiscal  year” 
refers  to  fiscal  year  1958.) 

March  12,  1958:  Supplemental  estimate  for  fiscal  year  1958,  which  had  been 
“marked  up”  by  the  Comptroller  of  the  Navy,  was  recomputed  and  resubmitted 
to  the  Comptroller  of  the  Navy  for  transmittal  to  the  Assistant  Secretary  of 
Defense  (Comptroller). 

March  18,  1958 : 1958  supplemental  estimate,  “Medical  care,  Navy,”  submitted 
to  Office  of  the  Secretary  of  Defense  (Comptroller). 

March  24,  1958:  Bureau  of  Medicine  and  Surgery  notified  informally  of  the 
action  taken  by  the  Assistant  Secretary  of  Defense  (Comptroller)  upon  review 
of  the  supplemental  estimate  for  fiscal  year  1958. 

April  1,  1958 : Supplemental  estimate  for  fiscal  year  1958,  now  reflecting  Navy 
Comptroller  and  Defense  Comptroller  actions  resubmitted  for  transmittal  to  the 
Bureau  of  the  Budget  and  the  Congress. 

April  7,  1958 : Request  for  apportionment  of  $1  million  in  reserve  in  “Medical 
care.  Navy,”  1958,  approved  by  the  Bureau  of  the  Budget. 

April  24,  1958 : Special  hearing  on  dependents’  medical  care  program  held  by 
subcommittee  of  the  Committee  on  Appropriations,  House  of  Representatives. 
Deficiency  of  medical  care,  Navy,  funds  for  fiscal  year  1958  discussed  on  pages 
672,  728,  729,  and  731  of  the  printed  hearings. 

May  1,  1958 : Request  submitted  to  the  Comptroller  of  the  Navy  for  deficiency 
apportionment  for  the  fourth  quarter  of  fiscal  year  1958  to  provide  for  de- 
I)endents’  medical  care,  based  on  supplemental  request  then  pending.  The  Comp- 
troller of  the  Navy  was  informed  that  available  funds  would  be  exhausted  by 
May  15, 1958. 

May  5,  1958:  1958  supplemental  estimate,  medical  care,  Navy,  transmitted 
to  the  Bureau  of  the  Budget. 

May  21,  1958:  The  office  for  dependents’  medical  care  (executive  agent)  was 
informed  that  funds  for  care  of  dependents  were  exhausted  and  that  no  further 
bills  could  be  certified  for  payment  until  supplemental  funds  became  available. 

June  9,  1958 : 1958  supplemental  estimate,  medical  care.  Navy,  transmitted  by 
the  President  to  Congress  (Doc.  No.  394). 

June  18,  1958:  Hearings  on  fiscal  year  1958  supplemental  request  for  the 
appropriation  medical  care.  Navy,  held  by  the  subcommittee  of  the  Committee 
on  Appropriations,  House  of  Representatives. 

July  18,  1958:  Committee  on  Appropriations  of  the  House  of  Representatives 
submitted  report  on  supplemental  requests  for  fiscal  year  1958  funds.  The 
request  for  medical  care.  Navy,  was  denied  in  total. 

July  31,  1958:  Hearings  on  fiscal  year  1958  supplemental  request  for  the 
appropriation  medical  care.  Navy,  held  by  the  Committee  on  Appropriations 
of  the  U.S.  Senate.  (Hearings  on  p.  753,  the  supplemental  appropriation  bill, 
1959,  hearings  before  the  Committee  on  Appropriations  of  the  U.S.  Senate,  85th 
Cong.,  2d  sess.,  on  H.R.  13450. ) 

August  13,  1958:  Committee  on  Appropriations  of  the  U.S.  Senate  issued  re- 
port on  supplemental  request  for  fiscal  year  1958  funds.  The  request  for 
medical  care.  Navy,  was  denied  in  total  in  Senate  Report  2350.  In  denying 
the  request  for  a supplemental  appropriation,  the  House  Committee  on  Appro- 
priations in  its  Report  No.  2221,  stated  in  part  that  “*  ♦ * this  estimate 
results  from  an  apparent  violation  of  section  3679,  Revised  Statutes,  as  amended 
(the  antideficiency  act)  for  which  no  report  establishing  responsibility  has  been 
submitted  to  the  Congress.” 

The  prescribed  report  was  submitted  to  higher  authorities  on  September  8, 
1958. 
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(JENERAL  STATEMENT 

Mr.  Tik  )MAS.  Admiral  Hogan,  I note  that  you  have  a prepared 
statement  for  tlie  committee.  We  will  insert  your  statement  at  this 
j)oint  in  the  record. 

( The  statement  referred  to  follows : ) 

Gknerai.  Statement  on  Deficiency  Appropriation  Request  for  Fiscal 

Year  1958 

Mr.  Chairman  and  members  of  the  committee,  thank  you  very  much  for  the 
oi)I)ortunity  to  come  before  you  today  to  discuss  our  request  for  a deficiency 
appropriation  for  fiscal  year  1958. 

The  Medical  Department  of  the  Navy  is  requesting  $9,050,000  to  provide  for 
a deficiency  which  has  been  incurred  in  fiscal  year  1958  funds.  These  funds 
are  required  to  pay  bills  for  care  of  eligible  dependents  by  civilian  physicians 
in  civilian  hospitals  as  authorized  by  Public  Law  84-569,  and  for  care  of  Navy 
and  Marine  Corps  personnel  and  their  eligible  dependents  in  Army,  Air  Force, 
Veterans’  Administration,  and  other  Federal  medical  facilities. 

In  attempting  to  deal  with  the  chain  of  events  which  has  led  us  into  our 
present  situation,  we  feel  that  we  have  taken  every  feasible  step,  first,  to  pre- 
vent the  situation  from  developing  and  second,  to  correct  it  after  it  became 
apparent  that  it  would  develop.  I have  had  a detailed  chronological  record 
prepared  of  Department  of  the  Navy  action  to  avoid  a deficiency  status.  From 
this  data,  which  are  available  for  the  record,  I would  like  to  mention  the  sig- 
nificant highlights. 

Public  Law  84—569  become  effective  December  7,  1956.  Final  decisions  on 
the  fiscal  year  1958  estimates  for  the  program  were  made  during  the  same 
month  and  submitted  to  the  Congress  by  the  President  on  January  17,  1957.  In 
its  review  of  the  estimates,  the  House  Subcommittee  on  Department  of  Defense 
Appropriations  recognized  that  the  estimates  lacked  a foundation  of  experience, 
and  further,  that  supplemental  consideration  might  be  necessary. 

As  early  as  December  1957,  when  it  became  clear  that  additional  funds  would 
he  necessary,  policy  guidance  was  requested  of  the  Ofiice  of  the  Secretary  of  De- 
fense on  amendment  of  the  “free  choice”  element  of  the  controlling  directives. 
At  the  same  time  efforts  were  made,  within  the  limits  of  financial  resources 
available,  to  make  dependents  treatment  facilities  in  naval  hospitals  more 
appealing  so  that  dependent  patients,  in  exercising  free  choice,  would  elect  treat- 
ment in  naval  hospitals. 

Steps  to  obtain  supplemental  funds  were  formalized  on  February  19,  1958,  and 
a final  estimate  submitted  to  the  Secretary  of  Defense  on  April  1,  1958,  cul- 
minating with  hearings  before  the  Subcommittee  of  the  Gommitte  on  Appro- 
priations, House  of  Representatives,  on  June  18,  1958,  and  before  the  Committee 
on  Appropriations  of  the  U.S.  Senate  on  July  31,  1958.  Our  request  for  sup- 
plemental funds  was  denied  in  total  and  the  House  Committee  on  Appropriations, 
in  its  final  Report  No.  2221,  stated  in  part  that  “*  * * this  estimate  results 
from  an  apparent  violation  of  section  3679,  Revised  Statutes,  as  amended  (the 
Antideficiency  Act)  for  which  no  report  establishing  responsibility  has  been 
submitted  to  the  Congress.” 

The  prescribed  report  was  submited  by  the  Bureau  of  Medicine  and  Surgery 
to  higher  authorities  on  September  8, 1958. 

Our  total  deficiency  request  of  $9,050,000  will  provide  for  the  payment  of  bills 
amounting  to  $8,340,716  for  care  of  407  additional  dependents  in  civilian  hos- 
pitals under  the  Medicare  program  and  for  $709,284  for  care  of  34  additional 
Navy  and  Marine  Corps  personnel  and  27  additional  of  their  dependents  in  other 
Federal  medical  facilities. 

Mr.  Thomas.  Wliat  is  your  problem  here,  Admiral  Hogan? 
Admiral  Hogan.  Mr.  Chairman,  I have  two  presentations.  One 
is  a deficiency  appropriation  request  for  1958  fiscal  year,  and  one 
is  a supplemental  appropriation  request  for  fiscal  year  1959. 
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REASON  FOR  DEFICIENCY  FOR  1958 

Mr.  Thomas.  Will  you  please  tell  us  about  your  deficiency  in  1958  ? 
That  has  been  turned  down  once,  has  it  not?  What  does  it  leave 
you? 

Admiral  Hogan.  We  are  requesting,  sir,  $9,050,000  to  provide  for 
a deficiency  which  has  been  incurred  in  fiscal  year  1958  funds.  These 
funds,, are  required  to  pay  bills  for  care  of  eligible  dependents  by 
civilian  physicians  in  civilian  hospitals  as  authorized  by  Public  Law 
569-84. 

Mr.  Thomas.  Is  this  what  we  call  the  medicare  program? 

Admiral  Hogan.  It  is  both  that  and  medical  care  and  expenses 
incurred  for  our  active  duty  and  retired  personnel  in  other  Govern- 
ment hospitals.  There  were  407  dependents  in  civilian  facilities 
that  we  had  not  budgeted  for,  in  our  original  estimate  when  we 
presented  the  budget  to  Congress  in  January  1958.  This  came  to  a 
total  of  $8,341,000.  At  the  same  time  the  rate  went  up  in  the  civilian 
facilities  from  $48.08  to  $50.70  per  day. 

Mr.  Thomas.  With  reference  to  this  $8,340,716,  how  do  you  arrive 
at  the  remainder  wliich  makes  the  total  of  $9,050,000  ? What  makes 
up  the  difference? 

Admiral  Hogan.  We  had  dependents  in  other  Government  hospitals 
to  the  extent  of  27  in  addition  to  what  we  had  budgeted,  which  came 
to  a total  of  $257,000,  and  we  had  active  duty  and  retired  personnel 
in  other  Government  hospitals — Army,  Air  Force,  Public  Health, 
and  Veterans’  Administration — to  the  extent  of  34  more  than  we 
had  budgeted  for,  and  that  came  to  $252,000. 

Mr.  Thomas.  Was  this  put  in  your  1959  budget  request,  and  if  it 
was  not,  why  not  ? 

Admiral  Hogan.  This  was  the  1958  fund,  sir. 

Mr.  Thomas.  And  it  was  turned  down  one  time  before  ? 

Admiral  Hogan.  It  >vas  turned  down  last  spring  when  we  went  up 
for  our  deficiency  request. 

Mr.  Thomas.  Why  did  you  not  put  it  in  your  regular  1959  budget? 
I presume  you  had  no  choice  in  the  matter.  I suppose  the  Bureau 
of  the  Budget  directed  you  what  to  do.  What  was  the  occasion  of 
your  coming  back  for  a second  supplemental  rather  than  putting  it  in 
3mur  regular  1959  bill  ? 

Admiral  Beardsley.  Our  1959  bill,  Mr.  Chairman,  had  already  been 
cleared  by  the  Bureau  of  the  Budget.  This  deficiency  developed  along 
about  December,  and  actually  came  up  here  in  about  February  or 
March,  and  by  that  time  our  1959  bill  had  already  been  presented. 

Admiral  Gilmore.  The  hearing  in  the  House,  sir,  was  June  18,  at 
which  time  the  1959  budget  had  been  submitted  for  some  while. 

NECESSITY  FOR  DEFICIENCY  APPROPRIATION  FOR  195  8 

Mr.  Thomas.  Admiral  Hogan,  how  important  is  this  $9,050,000  ? 

Admiral  Hogan.  Sir,  we  owe  the  fiscal  agent,  that  is,  the  Army, 
$8,341,000  for  bills  paid  for  dependents  care  in  civilian  facilities,  and 
we  owe  to  the  Army  and  Air  Force  and  Public  Health  Service  $257,- 
000  for  dependents  cared  for  in  their  hospitals. 

Mr.  Thomas.  Making  a total  of  what  ? 

Admiral  Hogan.  $8,598,000.  Then  we  have  $197,000  which  we 
owe  to  civilian  and  Federal  sources  for  outpatient  care. 
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Mr.  Tiio:vrAS.  To  whom  do  you  owe  this  $197,000  ? 

Admiral  Hogan.  Civilian  and  Federal  medical  care  sources,  sir,  in- 
cluding doctors  and  hospitals. 

Mr.  Tiio^vrAS.  Scattered  all  over  the  country  ? 

Admiral  Hogan.  Yes,  sir.  Outpatient  services  rendered  and  also 
to  the  Veterans’  Bureau,  and  to  the  Canal  Zone  facilities 

Mr.  Thomas.  Can  you  separate  the  money  you  owe  to  private  citi- 
zens rather  than  to  Government  institutions?  Do  you  owe  as  ndtich 
as  $100,000  to  private  individuals  ? 

Admiral  Hogan.  $197,000, sir. 

Mr.  Thomas.  Does  that  include  the  Veterans  Administration? 

Admiral  Hogan.  Yes,  sir ; and  the  Canal  Zone  facilities. 

Mr.  Thomas.  Therefore,  how  much  do  you  owe  to  private  doctors 
and  hospitals? 

Is  that  $100,000,  $97,000,  $75,000,  or  what  ? 

Admiral  Hogan.  I will  have  to  break  that  out  for  you,  sir.  Fur- 
ther study  shows  that  the  entire  $197,000  is  for  the  cost  of  outpatient 
care  in  civilian  facilities. 

Mr.  Thomas.  The  big  part  of  this,  the  $8,340,000,  is  owed  to  the 
Army  ? 

Admiral  Hogan.  Yes,  sir.  i 

Mr.  Thomas.  Well,  they  are  good  creditors,  are  they  not  ? 

Admiral  Hogan.  Yes,  sir;  they  are  the  fiscal  agents  for  this  pro- 
gram. 

Supplemental  Estimate  for  1959 


Program  and  financing 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de- 
crease (— ) 

Program  by  activities: 

Direct  riblig'itions: 

1.  Maintenance  and  operation  of  medical  treatment 
facilities..  _ _ - 

$34, 197, 000 

3. 663. 000 

13, 251, 000 

2. 196. 000 
162. 000 

32,  716. 000 
920, 000 
2,  707, 000 
-214, 000 

$34, 197, 000 

3. 663. 000 

13,  515,000 

2. 361.000 

162. 000 
40, 173, 000 

920. 000 
2,  707, 000 

2.  Education  and  training . . _ 

3.  Medical  services,  supplies,  and  equipment  at  other 

facilities  __  

4.  Nonrecurring  procurement  of  services,  supplies,  and 

equipment.  _ 

-l-$264,000 
+165, 000 

5.  Medical  material  support 

6.  Medical  care  in  nonnaval  facilities 

7.  Care  of  the  dead  ..  _ 

+7, 457,000 

8.  Departmental  administration 

Supplemental  required  for  pay  increases 

Total  direct  obligations 

Reimbursable  obligations: 

1.  Maintenance  and  operation  of  medical  treatment 
facilities  _ 

+214,000 

89,  598, 000 

97, 698, 000 

8,100,000 

22, 379, 000 

411.000 

575. 000 

312.000 

22, 379, 000 

411.000 

575. 000 

312.000 

2.  Education  and  training  

3.  Medi^-al  services,  supplies,  and  equipment  at  other 
facilities  . 

6.  Medical  care  in  nonnaval  facilities 

Total  reimbursable  obligations 

Total  obligations 

Financing: 

Advances  and  reimbursements  from — 

Other  accounts  _ _ _ _ 

23, 677, 000 

23, 677, 000 

113, 275, 000 

121, 375,000 

8, 100, 000 

21, 127, 000 
2, 550, 000 

21, 127, 000 
2,550,000 

Non  Federal  sources  (10  U.  S.  C.  1071-1085) 

New  obligational  authority 

89, 598, 000 

97, 698, 000 

8, 100, 000 
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Object  classification 


1959 

presently 

available 


1959 

revised 

estimate 


1959  increase 
(+)  or  de- 
crease (— ) 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  aU  employees 

Number  of  employees  at  end  of  year - 

Personal  service  obligations: 

Permanent  positions - - 

Positions  other  than  permanent - 

Other  personal  services. 

Total  personal  service  obligations 

Direct  obligations: 

01  Personal  services 

02  Travel 

03  Transportation  of  things - 

04  Communication  services. 

05  Rents  and  utility  services... 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

Labor  contracts  with  foreign  governments 

08  Supplies  and  materials — 

09  Equipment.- 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Subtotal 

Deduct  subsistence  charges 

Total  direct  obligations... 

Reimbursable  obligations; 

01  Personal  services 

02  Travel 

04  Communication  services 

05  Rents  and  utility  services. 

06  Printing  and  reproduction 

07  O ther  contractual  services 

08  Supplies  and  materials 

09  Equipment — 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Total  reimbursable  obligations 

Total  obligations .... 


7,795 

1 

7,  642 
7,633 


7,795 

1 

7,642 
7, 633 


$34,  327,  000 
12,  000 
917, 000 


$34, 327, 000 
12,  000 
917,  000 


35,  256,  000 


35, 256,  000 


25, 


1, 

38, 

8, 

12, 

1, 


041. 000 
539,  000 

96,  000 

328. 000 

286. 000 

189. 000 

797. 000 

553. 000 

251. 000 

5.58. 000 

801. 000 

641. 000 
13, 000 

214. 000 


25,  041,  000 
539,  000 
96,  000 

328. 000 
1, 286, 000 

189. 000 
43,  261. 000 

11.546.000 

251. 000 

12. 987. 000 

801. 000 
1, 641, 000 

13, 000 


89, 879, 000 
281, 000 


97, 979, 000 
281,000 


89,598,000 


97, 698, 000 


10, 215, 000 
25,000 
131,  OCO 

574. 000 
23,  000 

1, 283,  OCO 
10,  716,  000 

266. 000 
441,000 

3,000 


10,  215.  000 

25. 000 

131.000 

574. 000 

23. 000 
1, 283, 000 

10,716,000 
266,  000 

441. 000 
3,000 


23,  677, 000 


23,  677,  000 


113,  275,  000 


121, 375,  000 


-f$4,464,000 

-f$2,993,000 


-f 429, 000 


-F214,000 


8, 100, 000 


8, 100,000 


8, 100, 000 


Mr.  Thomas.  Turning  now  to  the  supplemental  estimate,  for  1959, 
for  what  is  the  $8.1  million  ? Break  it  down  for  us,  Admiral. 

Admiral  Hogan.  All  right,  sir. 

Of  the  $8.1  million,  we  are  asking  a supplemental  appropriation 
in  this  fiscal  year  1959  of  $7,457,000  which  is  for  the  payment  of  bills 
for  our  active  duty  and  retired  personnel  and  their  dependents  in 
both  civilian  and  other  Federal  hospitals. 

Mr.  Thomas.  In  hospitals  other  than  Federal  hospitals  ? 

Admiral  Hogan.  Yes;  in  other  Federal  hospitals,  including  the 
Army,  Air  Force,  Veterans  Administration  and  Public  Health,  and 
civilian  hospitals. 

USE  OF  OTHER  THAN  NAVAL  HOSPITALS 


Mr.  Thomas.  Why  are  your  people  using  those  hospitals  rather 
than  your  own  ? 

Admiral  Hogan.  We  have  a policy,  sir,  that  we  hospitalize  our 
people  a,t  the  nearest  Federal  hospital,  or  where  there  is  a Federal 
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hospital,  (>!•  wliore  one  Government  hospital  in  fact  services  the  whole 
area,  such  as  tlie  Army  Tripler  General  Hospital  at  Pearl  Harbor, 
for  instance,  oi*  St.  Albans  Naval  Hospital,  N.Y. 

Ml-.  Tin  )>rAs.  How  do  their  costs  compare  with  yours?  This  is  on 
a.  ])(M-  diem  cost  of  around  $22  a day? 

Admiral  Hogax.  The  Bureau  of  the  Budget  sets  that  cost.  They 
!-aised  it  tliis  year.  It  was  $21.25  when  we  budgeted  fort  his  item, 
and  they  raised  it  during  the  year  of  $22.50.  They  reimburse  us 
lor  tlieir  ])eople  in  our  hospitals,  and  we  pay  them  $22.50  a day  for 
onr  ])eople  in  their  hospitals. 

Mr.  Ti  lOMAs.  MHiiat  is  your  figure  of  $7,457,000  made  updf  ? 

Is  tliat  for  so  many  patient  days  in  other  Government  hospitals? 

Admiral  Hogan.  And  dependents  in  Federal  hospitals  and  in 
civilian  hospitals. 

NUAIBER  OF  DEPENDENTS  IN  OTHER  THAN  NAVAL  HOSPITALS 

]\Ir.  Thomas.  How  many  are  in  civilian  hospitals?  What  part  of 
that  $7,457,000  is  for  the  civilians  in  other  Government  hospitals? 

Admiral  Hogan.  In  the  active  duty  and  retired  in  other  Federal 
hospitals  the  daily  number  increased  from  666  patients  per  day  to 
886,  or  a total  additional  cost  of  $2,019,330.  Active  duty  patients 
in  civilian  hospitals  went  up  from  35  patients  a day  to  41,  and  the 
rate  increased  from  $27  per  day  toi  $36  per  day. 

The  rate  increased  from  $27  per  day  to  $36  per  day  ? 

Admiral  Hogan.  Yes,  sir;  and  that  was  a total  additional  cost  of 
$195,659. 

Our  dependents  in  other  F ederal  hospitals — the  numbers — increased 
from  347  to  420,  and  their  rates  increased  from  $27.75  to  $29.25  a day, 
and  that  was  a total  additional  cost  of  $979,204. 

Then,  the  big  amount  of  this  $7  million  is  dependents  in  civilian  hos- 
pitals, $4,243,000.  This  represented  an  increase  from  1,290  dependents 
that  we  had  budgeted  for  to  an  average  daily  dependent  patient 
census  of  1,426. 

AVERAGE  COST  PER  DAY 


Mr.  Thomas.  What  was  the  cost  per  day  ? 

Admiral  Hogan.  We  budgeted  the  cost  at  the  time  at  $50.25  a day^ 
and  this  went  up  to  $53.66  a day. 

Mr.  Thomas.  $53  a day  ? 

Admiral  Hogan.  The  average  cost  per  day  for  physicians  and  hos- 
pital bills. 

Mr.  Thomas.  Will  you  please  break  down  those  costs?  The  cost 
that  you  have  given  us  is  for  physicians,  hospital  expenses,  and  so 
forth  ? 

Admiral  Hogan.  That  is  the  total  cost  to  us  for  the  patients  in  the 
civilian  hospitals  per  day. 

Mr.  Thomas.  Could  you  break  that  down  between  hospital  costs 
and  physicians  cost  ? 

Admiral  Hogan.  I think  we  have  it.  Is  Colonel  Peatfield  here  ? 

Colonel  Peatfield.  Yes,  sir. 

Admiral  Hogan.  Colonel  Peatfield  is  from  the  Army  Surgeon  Gen- 
eral’s Office  of  Dependents  Medical  Care.  The  Army  has  been  di- 


361 


reeled  by  the  Department  of  Defense  to  handle  fiscal  matters  including 
procurement  and  negotiation  of  contracts  for  this  program. 

Mr.  Thomas.  For  all  practical  purposes,  this  $7,457,000 — this  defi- 
ciency for  1959 — is  for  naval  personnel  and  their  dependents  in  hos- 
pitals other  than  naval  hospitals ; is  that  right  ? 

Admiral  Hogan.  Yes,  sir. 

Mr.  Thomas.  So  that  is  the  lion’s  share  of  this  supplemental  for 
1959  ? Your  total  is  $8.1  million,  and  about  $7.5  million  is  for  that. 

OTHER  ITEMS  IN  THE  SUPPLEMENTAL  ESTIMATE 

Your  other  item  is  $429,000,  and  that  is  for  emergency  issues  of  medi- 
cal supplies  and  equipment  in  support  of  the  Navy  and  Marines  oper- 
ating forces  incident  to  the  Far  East,  and  $165,000  is  nonrecurring  pro- 
curement of  services  and  supplies. 

How  firm  is  this  figure  of  ^29,000  ? 

Admiral  Hogan.  We  absorbed  about ^$200,000  of  what  we  spent. 
It  was  a little  over  $600,000,  Mr.  Chairman,  which  was  spent  on  this 
item  in  Lebanon  and  Taiwan. 

Mr.  Thomas.  For  what  is  the  $214,000  item?  Is  that  for  the  pay 
increase  ? 

Admiral  Hogan.  Yes,  sir. 

Mr.  Thomas.  What  is  the  $30,000  item  for  ? 

Admiral  Hogan.  The  $30,000  is  for  the  2d  Marine  Division  to  pro- 
vide for  additional  supplies  of  a nature  which  deteriorate  on  the 
shelf  such  as  biologicals  and  vaccines  that  we  had  to  rush  to  the 
Marines  who  were  being  prepared  to  go  to  Lebanon. 

Mr.  Thomas.  Do  those  supplies  keep,  or  do  they  deteriorate  ? 

Admiral  Hogan.  They  have  a certain  shelf  life,  and  we  rotate  them. 

Mr.  Thomas.  So,  we  figure  we  are  going  to  have  to  just  charge  off 
$30,000  worth  of  these  supplies  ? 

COSTS  OF  HOSPITALS,  DOCTORS  AND  MEDICINE 

Mr.  Thomas.  Now,  Colonel,  will  you  advise  us  about  these  costs,  the 
hospital  costs  themselves,  and  the  doctors’  costs  as  well  as  the  medical 
costs? 

Tell  us  about  these  costs  of  $7,457,000  in  the  1959  deficiency  for  the 
Navy  personnel.  Break  this  down  for  us.  The  admiral  has  already 
broken  it  down  reasonably  good,  but  will  you  please  break  the  cost 
down  now  between  the  cost  of  the  hospitals  and  the  actual  extra  cost 
for  medicine  ? I presume,  then,  that  there  are  the  good  old  doctors’ 
costs  ? 

Colonel  Peatfield.  Mr.  Chairman,  I am  afraid  that  I came  over  here 
prepared  to  give  a statement  on  a different  portion  of  the  budget  on 
the  medicare  program  than  you  have  asked.  I am  not  in  the  fiscal 
part  of  it.  General  Werseland  is  the  Executive  Director,  and  he  is 
the  one  that  is  competent  to  qualify  to  speak  on  the  budget.  I had 
understood  that  there  were  some  questions  on  fees  and  the  negotiation 
of  fees. 

Mr.  Thomas.  Yes;  tell  us  about  that.  You  are  prepared  to  talk 
on  that.  Tell  us  about  that.  They  tell  me  you  have  an  appendectomy 
fee  of  how  much  ? 


362 


Colonel  Peatiteld.  The  appendectomy  fee,  sir,  would  differ  pos- 
sibly  with  every  State.  There  may  be  some  States  where  the  appen- 
dectomy fee  would  be  the  same.  We  do  not  set  up  a fee  or  a schedule 
charge  for  an  appendectomy  that  is  the  same  throughout  the  country. 
We  negotiate  these  fees  for  each  State  with  whom  we  have  a contract. 

Mr.  Thomas.  You  mean  an  appendicitis  is  different  in  New  York 
than  it  is  in  Texas? 

Colonel  Peatfield.  The  physicians  sometimes  think  it  is  worth  more 
or  less  in  di  fferent  States ; yes,  sir. 

Mr.  Thomas.  As  far  as  I am  concerned  they  can  have  mine. 

Colonel  Peatfield.  We  have  53  contracts  in  effect  for  paying  physi- 
cians. 

Mr.  Jonas.  WTiat  is  the  range  ? 

Colonel  Peatfield.  Well 

Mr.  Thomas.  What  is  the  variation  in  the  range  ? 

Colonel  Peatfield.  I would  say  around 

Mr.  Thomas.  What  is  the  cheapest  and  what  is  the  highest,  and 
give  us  the  States  where  it  is  the  cheapest,  and  the  States  where  it  is 
the  highest,  and  then  the  middle  State  and  call  it  by  name,  and  give 
us  the  figure. 

Colonel  Peatfield.  I would  have  to  refer  to  some  additional  ma- 
terial, sir. 

Mr.  Thomas.  Are  you  in  the  process  of  negotiating  any  higher 
medical  fees  now  than  you  had  last  year  ? 

Colonel  Peatfield.  No,  sir;  we  have  completed  all  of  our  con- 
tracts with  the  various  States  as  of  December. 

Mr.  Thomas.  F or  what  year  ? 

Colonel  Peatfield.  For  the  past  year  and  for  the  coming  year. 

Mr.  Thomas.  For  how  long  will  those  contracts  hold  good? 

Colonel  Peatfield.  For  1 year. 

Mr.  Thomas.  Beginning  with  and  ending  with  what  date  ? 

Colonel  Peatfield.  With  the  calendar  year. 

Mr.  Thomas.  Beginning  J anuary  1,  1959,  and  ending  December  31, 
1959  ? 

Colonel  Peatfield.  That  is  right,  sir,  on  a phased  basis  throughout 
the  year. 

Mr.  Thomas  Was  there  a general  increase  or  decrease  in  medical 
fees  ? 

Colonel  Peatfield.  I am  sorry,  sir,  but  I would  say  I am  making 
a general  statement  now,  but  I would  say  that  physicians’  fees  are  in 
general — this  is  throughout  the  country — up. 

Mr.  Thomas.  About  how  much  ? 

Colonel  Peatfield.  About  5 percent. 

Mr.  Thomas.  We  have  been  told  or  led  to  believe  that  you  are  pay- 
ing $150  for  an  appendectomy  in  Washington,  D.  C.,  in  Maine,  in 
Vermont,  and  in  Michigan ; and  for  the  same  job  the  Veterans’  Admin- 
istration pays  $100 ; is  that  correct  ? 

Colonel  Peatfield.  I cannot  speak  for  the  Veterans,  sir. 

Mr.  Thomas.  Well,  is  that  fee  of  $150 — ^you  mean  there  is  no  more 
than  a 5-percent  increase  in  medical  fees,  then,  as  against  last  year  ? 

Colonel  Peatfield.  About  5 percent ; yes,  sir. 

Mr.  Thomas.  Well,  can  you  be  any  more  specific  than  5 percent? 
Five  percent  “hog”  round,  as  we  would  say  in  Texas  ? 
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Colonel  Peatfield.  This  is  5 percent  across  the  board.  I am  not 
picking  out  appendectomies  or  any  particular  surgical  procedure,  but 
overall  there  has  been  about  a 5 -percent  increase. 

Mr.  Thomas.  What  about  a uric  acid  test?  What  is  the  fee  for 
that? 

Colonel  Peatfield.  I could  not  say,  sir,  on  a specific  test  such  as  that. 

Mr.  Thomas.  Would  it  create  a revolution  if  we  were  to  write  in 
this  bill  that  all  armed  services  medical  bills  remain  the  same,  or 
put  a prohibition  in  the  bill  to  the  effect  that  there  will  not  be  an 
increase  in  medical  services  in  calendar  years  1959  over  and  above  those 
in  calendar  year  1958  ? 

What  do  you  think  about  that  ? 

Colonel  Peatfield.  I am  not  in  a position,  sir,  to  answer  that. 

Mr.  Thomas.  You  do  not  think  the  doctors  would  fail  to  render 
services  to  the  sick  because  of  that  provision;  do  you? 

Colonel  Peatfield.  I cannot  speak  on  that,  sir. 

Mr.  Thomas.  Well,  when  you  were  negotiating  those  fees  did  you 
indicate  that,  perhaps,  the  fees  were  high  enough,  or  what?  . . 

Colonel  Peatfield.  The  fees  were  negotiated,  sir 

Mr.  Thomas.  Who  does  the  negotiating  ? 

Did  you  do  the  negotiating  ? , 

Colonel  Peatfield.  No,  sir;  I did  not.  I joined  the  office  the  first 
part  of  January,  but  the  fees  were  negotiated  prior  to  that  time.  I 
know  the  principle  behind  the  negotiation  of  these.  , 

Mr.  Thomas.  Tell  us  about  it. 

Colonel  Peatfield.  l>'ey  were  negotiated  on  the  basis  that  the  cost 
would  be  the  going  ratp.  in  that  particular  area  for  an  income  group 
of  about  $4,500  per  year,  and  these  fees  were  negotiated  with  repre- 
sentative groups  of  the  medical  societies  of  each  of  these  States. 

The  fees  were  negotiated  procedure  by  procedure  with  some  250 
types  of  procedures. 

INCREASE  IN  MEDICAL  FEES  SINCE  1950 

Mr.  Thomas.  How  much  have  medical  fees  gone  up  since  1950? 
Do  you  have  that  inf  ormation  year  by  year  ? 

Colonel  Peatfield.  I do  not  have  it ; no,  sir. 

Mr.  Thomas.  Could  you  insert  that  in  the  record  at  this  point? 
Can  you  get  that  information,  Admiral  Hogan  ? 

Admiral  Hogan.  Yes,  sir. 

Colonel  Peatfield.  I think  we  could  probably  get  it. 

Mr.  Thomas.  We  do  not  want  you  to  do  anything  you  cannot  do,  but 
I imagine  you  have  that  information ; do  you  not  ? 

Colonel  Peatfield.  I think  so,  sir. 

(The  information  requested  follows :) 
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Buheau  op  Tjabor  Statistics,  U.S.  Department  of  Labor 
'rAHLE  1. — Afmital  index  numhers,  physicians^  fees 


[1947-1949=100  percent  index] 


1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958  1' 

.\11  physiciftns 

104.1 

108.0 

112.8 

115.8 

119.2 

123.3 

127.0 

132.5 

137.  5' 

Gcncnil  practitioners 

104.0 

108.0 

113.0 

116.0 

119.9 

124.3 

128.4 

134.5 

139.9 

Oflicc  visits 

103.8 

107.  5 

119.9 

115.  8 

120.4 

123.7 

127.1 

131.4 

137. 1 

Home  visits 

104.3 

107.7 

111.0 

113.5 

115.9 

120.7 

125. 3 

133. 1 

138.3: 

OB  cases 

104.2 

110.9 

122.7 

125.4 

131.2 

139.8 

144.5 

149. 8 

155.1 

‘ September  only;  latest  month  available. 


Table  2. — Medicare  : Analysis  of  Physicians’  Costs,  1957-58 

In  comparing  average  physicians’  costs  per  claim  for  care  completed  during 
July-September  1957,  after  the  medicare  program  had  fairly  well  stabilized,  with 
average  physicians’  costs  per  claim  for  care  completed  during  July-September 
1958,  there  is  an  apparent  increase  of  3.5  percent.  This  increase  cannot  be 
entirely  attributed  to  an  outright  increase  in  physicians’  costs  for  all  care. 
Part  of  the  increase  is  explained  by  the  fact  that  with  the  passage  of  time, 
the  medicare  program  has  experienced  a steady  increase  in  the  proportion  of 
maternity  cases.  The  average  physicians’  cost  for  a maternity  case  is  twice 
as  high  as  the  average  physicians’  cost  for  medical-surgical  cases  handled  under 
the  medicare  program.  The  actual  rise  in  the  maternity  care  load  (from  46.7 
percent  during  the  first  quarter  of  1957  to  61.3  percent  during  the  third  quarter 
of  1958)  has  been  a contributing  factor  in  the  apparent  3.5  percent  increase  in 
physicians’  costs. 

Table  3. — Appendectomy : Analysis  of  negotiated  maximmm  medicm'e  fees  ^ 


Lowest  fee  (Colorado  and  Wyoming) $125.  00 

Highest  fee  ^ ( Illinois  and  Minnesota  ^) 175.  00 

Most  common  fee  (in  35  contracts^) 150.00 

Average  fee 150. 38 


^ All  medicare  fees  represent  maximum  allowances.  Physicians  are  expected  to  charge 
their  customary  normal  fee  in  the  locality  in  which  they  practice  for  a family  with  income 
of  $4,500  per  annum  or  less. 

2 Excludes  Alaska.  Maximum  fees  negotiated  for  Alaska  are  higher  than  any  other 
State  in  consideration  of  the  higher  cost  of  living  in  the  area.  Maximum  fee  in  Alaska, 
,$210. 

3 The  average  fees  paid  in  these  States  have  ranged  between  $153  andi  $157. 

53  separate  contracts  are  in  effect. 

NECESSITY  EOR  SUPPLEMENTAL,  19  59 

Mr.  Thomas.  Admiral,  what  would  happeir  to  you  if  you  did  not 
get  this  money?  We  intimated  a while  ago  that  the  Army  is  a good 
creditor. 

Admiral  Hogan.  We  are  talking  about  different  ones.  One  is  the 
deficiency  for  1958,  and  the  other  is  the  supplemental  appropriation 
for  this  year. 

Mr.  Thomas.  We  are  talking  about  1959  now. 

Admiral  Hogan.  This  would  seriously  handicap  us,  sir.  We  would 
have  to  decrease  our  civilian  employment  in  our  hospitals,  and  this 
would  decrease  the  number  of  patients  we  could  admit. 

Mr.  Thomas.  'No  ; the  Army  has  already  paid  this  bill,  and  you  have 
the  Army  over  the  barrel  here  for  $7.5  million  out  of  a total  bill  of 
$8.1  million. 

They  are  good  creditors,  again ; are  they  not  ? 

The  colonel  has  no  complaint.  He  is  not  mad  about  it. 
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Admiral  Hogan.  We  cannot  by  the  direction  of  Congress — as  you 
had  in  last  year’s  conference  committee  report  certain  language — spend 
any  more  "money  than  has  been  appropriated  in  this  program  this 
year,  of  $23 -million- odd.  So,  this  medical  care  in  civilian  facilities  by 
civilian  doctors  would  have  to  be  discontinued  about  the  end  of  April. 
We  are  running  out  of  money. 

Mr.  Thomas.  You  mean  those  people  would  not  continue  to  take  care 
of  vour  people  unless  you  pay  them ; is  that  it  ? 

Admiral  Hogan.  We  would  have  to  tell  them  we  could  not  pay 
them,  sir. 

Mr.  Thomas.  Mr.  Kooney,  do  you  have  any  questions  ? 

Mr.  Eooney.  How  wide  is  this  difference  between  States  on  the 
cost  of  an  appendectomy  ? 

Colonel  Peatfield.  Major  Berrey  actually  negotiated  some  of  these 
contracts  and  he  may  be  able  to  throw  a little  light  on  what  actually 
took  place.  I would  like  to  have  him  answer  that  question. 

Major  Berrey.  What  was  the  question,  sir. 

Mr.  Rooney.  How  wide  is  the  difference  between  States  on  fees  for 
appendectomies  ? 

Major  Berrey.  The  fee  for  an  appendectomy  is  not  too  wide  a 
range. 

Mr.  Rooney.  I said  hoAv  Avide  ? 

Major  Berrey.  I can  get  that  information  for  you. 

Mr.  Rooney.  The  testimony  up  to  noAv  is  that  there  has  been  a dif- 
ference ; now  I am  inquiring  as  to  how  wide  a difference. 

Major  Berrey.  That  information  I could  furnish,  sir. 

(The  information  was  supplied  on  p.  364.) 

Mr.  Rooney.  We  have  not  had  an  answer  to  a single  question  asked 
up  to  now,  as  far  as  I can  see. 

When  you  were  negotiating  these  contracts.  Colonel,  or  your  prece- 
dessors  were  negotiating  these  contracts,  Avas  the  scale  of  the  Vet- 
erans’ Administration  taken  into  consideration  in  arriving  at  them? 

Colonel  Peatfield.  I am  not  in  a position  to  say ; I do  not  know. 

Mr.  Rooney.  Does  anyone  know  ? 

Colonel  Peatfield.  I am  sure  that  it  was  probably  considered,  but 
I do  not  know  how  much  it  was  taken  into  consideration. 

Mr.  Rooney’.  That  is  all. 

AYIOUNT  OAVED  TO  PRIVATE  HOSPITALS 

Mr.  Boland.  Item  6 on  the  $7,457,000  in  the  supplemental,  how  much 
of  that  is  owed  to  prwate  hospitals  ? 

Admiral  Hogan.  $4,243,000,  sir,  to  both  private  hospitals  and 
civilian  physicians. 

Mr.  Boland.  So,  really,  there  is  not  so  much  owing  to  the  Army 
or  to  nonnaval  facilities,  but  actually  the  lion’s  share  of  this  amount 
is  owed  to  private  institutions ; is  it  not  ? 

Admiral  Hogan.  Yes,  sir,  but  through  the  Army  as  fiscal  agent. 

Mr.  Boland.  That  is  all.  Thank  you. 
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BASIS  FOR  ESTIMATE  FOR  AVERAGE  COST  PER  DAY 

^fr.  Jensen.  Admiral,  did  I understand  that  in  some  cases  the 
Navy  pays  as  much  as  $50-plus  for  Navy  personnel  and  their  de- 
pendents who  ji;o  into  these  private  hospitals?  ^ 

Admiral  Hogan.  Sir,  it  averages  out — the  number  of  people  we 
have  now — to  approximately  426  dependents  in  civilian  hospitals 
daily  under  civilian  physicians’  care,  and  these  bills  are  submitted, 
perhaps,  2 montlis  following  the  completion  of  the  treatment,  after 
they  are  paid  by  the  local  contractors  such  as  the  Blue  Cross  or  Blue 
Shield  or  Mutual  of  Omaha,  the  insurance  agent.  These  bills  are 
then  submitted  to  the  Army  who  is  the  fiscal  agent  for  this  whole 
program  for  the  Army,  Air  Force,  Navy  and  Public  Health  Service, 
and  they  pay  these  contractors,  and  then  they  submit  to  the  Navy  our 
part  of  this  total  bill. 

Mr.  Jensen.  I understand. 

Admiral  Hogan.  Then  we  divide  up  how  many  daily  patients  this 
represents  into  how  much  we  pay,  and  this  has  averaged  out  at  $53.66 
per  patient  day  this  past  year. 

Mr.  Jensen.  Is  that  due  to  the  fact  that  the  agencies  of  the  mili- 
tary— the  Navy,  the  Army  and  the  Air  Force — do  not  have  adequate 
facilities  to  take  care  of  these  people? 

Admiral  Hogan.  Yes,  sir. 

Mr.  Jensen.  That  is,  the  military  personnel  and  their  dependents? 

Admiral  Hogan.  That  is  partially  true.  Either  the  dependent  is 
living  away  from  an  area  where  we  have  military  medical  facilities 
available,  or  there  are  so  many  dependents  in  an  area  that  the  facilities 
are  inadequate  either  by  number  of  personnel  giving  the  services  or 
the  number  of  beds  in  that  facility  to  take  care  of  the  total  population 
there.  i 

Mr.  Jensen.  Admiral,  does  this  mean  that  a private  citizen,  gener- 
ally speaking,  who  enters  the  hospital,  and  is  kept  there  for  a number 
of  days  or  weeks  pays  as  much  as  $50  a day  ? That  includes,  I pre- 
sume, surgical  operations  ? 

Mr.  Thomas.  That  includes  his  doctor’s  bill  also. 

Admiral  Hogan.  That  includes  everything — nursing,  drugs,  and 
everything  spent  on  that  patient  whether  he  is  there  3 days  or  30  days, 
and  this  has  averaged  out  at  this  price. 

Mr.  Thomas.  That  includes  medicine.  X-rays,  doctors’  bills,  room 
and  board,  and  everything  ? 

Admiral  Hogan.  Yes,  sir.  You  asked,  Mr.  Chairman,  a while  ago 
about  the  breakdown  between  doctors’  fees  and  hospital  costs.  About 
53  percent  of  the  moneys  we  spend  on  this  program  in  the  civilian 
communities  goes  to  doctors  and  47  percent  approximately  to  the 
hospitals. 

Mr.  Thomas.  It  is  about  50-50,  then  ? 

Admiral  Hogan.  Yes,  sir. 

AVERAGE  COST  IN  MILITARY  HOSPITALS 

Mr.  Jensen.  Do  I understand  that  the  average  cost  to  the  taxpayer 
of  America  in  a comparison  of  your  military  hospitals  is  about  $23 
or  $25  a day  against  some  $50  a day  in  private  hospitals? 
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Admiral  Hogan.  For  our  dependents  in  an  Army  hospital,  or  an 
Air  Force  hospital,  we  reimburse  them  and  they  reimburse  us  for  the 
dependents  we  take  care  of  at  $22.50  a day.  That  cost  is  set  by  the 
Bureau  of  the  Budget. 

Mr.  Jensen.  How  is  that  figure  arrived  at? 

Admiral  Hogan.  I want  to  correct  this.  I am  sorry. 

I was  looking  at  the  active  duty  rate.  On  dependents  in  other  Gov- 
ernment hospitals,  it  now  is  $29.25.  It  was  jumped  about  $2  a day. 
The  Bureau  of  the  Budget  determines  that  figure  and  gives  it  to  us. 

Mr.  Jensen.  What  comprises  that  $29  and  some  cents?  Does 
the  pay  of  all  of  the  personnel  have  anything  to  do  with  the  running 
of  the  hospital,  the  nursing,  and  such  ? _ 

Admiral  Hogan.  Yes,  everybody ; civilian  personnel,  grounds,  med- 
icine, military  personnel,  food,  equipment,  drugs,  bandages,  anes- 
thesia agents,  and  everything  that  goes  into  the  cost  of  that  hospital 
is  included  in  that  $29  and  some  cents. 

Mr.  Jensen.  I can  understand  that  a private  hospital  has  to  buy  an 
awful  lot  of  equipment.  They  also  have  to  amortize  the  cost  of  the 
hospital  and  have  to  pay  interest  on  the  capital  investment. 

I presume  that  would  make  up  some  of  the  difference. 

Admiral  Hogan.  Yes,  sir. 

Mr.  Jensen.  Thank  you,  Mr.  Chairman. 

Mr.  Thomas.  Thank  you  very  much  gentlemen. 

PROVISION  FOR  preparation  FOR  DISPOSAL  OF  SURPLUS  PROPERTY 

Admiral,  do  you  want  to  justify  your  general  provision  right  quick  ? 

Admiral  Beardsley.  Yes,  sir. 

I have  been  asked  by  the  Department  of  Defense  to  request  that 
section  611  of  the  Department  of  Defense  Appropriation  Act,  1959, 
Public  Law  85-724,  be  amended  by  deleting  th6  figure  $49  million  in 
the  first  line  and  inserting  in  lieu  thereof,  $55  million. 

This  is  in  connection  with  the  preparation  for  disposal  of  surplus 
property.  I would  like  the  privilege  at  this  time  to  insert  in  the 
record  a full  justification  of  this  need. 

(The  material  referred  to  follows:) 

Inventory  of  surplus  and  excess  property 


[In  thousands] 


June  30,  1956 

June  30,  1957 

June  30, 1958 

Dec.  31,  1958 

Estimated 
June  30,  1959 

Estimated 
June  30,  1980 

DOD  total. 
Army 

$1,  564.  925 

$2, 383, 518 

$4, 175, 446 

$4, 313, 819 

$5,  200, 000 

$6, 000, 000 

668, 471 
506, 197 
390,  257 

767, 339 
853, 360 
762,  819 

1, 199,  802 
1,  873,  399 
1, 102,  245 

1, 693, 045 
1,  757,  408 
953,  366 

Navy 

Air  Force 

37458—59 24 
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Generations  of  surplus  and  excess  property 

[In  thousands] 


Fiscal  year 
1957 

Fiscal  year 
1958 

First  6 
months 
1958 

Estimated 
fiscal  year 
1959 

Estimated 
fiscal  year 
1960 

DO  I)  total - 

Army 

$5,  025,  614 

$7.  9.53,  472 

$4,  383,  874 

$9, 000, 000 

$10, 800, 000 

1.784,  970 
1,  733.  681 
1.  506,  963 

2,  897,  546 
2,  894,  386 
2.  161,  54C 

1.  893,  528 
1,  656,  777 
833,  569 

N’iivv  - 

Air  Forrx;..  

Disposals  of  surplus  and  excess  property 
[In  thousands] 

Fiscal  year 
1957 

Fiscal  year 
1958 

First  6 
months 
1958 

Estimated 
fiscal  year 
1959 

Estimated 
fiscal  year 
1960 

DOD  total - 

.$4, 077, 359 

$6, 044, 775 

. $4, 079,  712 

$8, 000, 000 

$10, 000, 000 

Army 

1,  661, 017 
1,  346,  .501 
1.  069,  841 

2,  422,  890 
1. 840,  995 
1,  780.  890 

1.  478,  068 
1,  631, 242 
970, 402 

Navy 

Air  Force 

Proceeds  from  sales 


[In  thousands] 


Fiscal  year 
1957 

Fiscal  year 
1958 

First  6 
months 
1958 

Estimated 
fiscal  year 
1959 

Estimated 
fiscal  year 
1960 

DOD  total 

$192,054 

$200, 732 

$100, 754 

$225, 000 

$250, 000 

During  the  first  half  of  fiscal  year  1959,  the  surplus  disposal  program  has  been 
greatly  accelerated  in  line  with  this  committee’s  expressed  desires  for  a vigorous 
program  for  eliminating  such  materiel  from  the  military  supply  systems. 
Expenses  of  the  program  during  the  first  6 months  were  $27.8  million,  or  57 
percent  of  the  $49  million  limitation  on  reimbursements  for  the  expenses  of  the 
program.  Last  year,  at  the  same  time,  expenses  were  only  44  percent  of  the 
annual  limitation.  In  order  to  finance  the  program  during  the  remainder  of 
fiscal  year  1959  at  the  high  level  achieved  during  the  first  half,  an  increase  of 
$6  million  in  the  limitation  is  required. 

Supporting  financial  and  program  data  is  as  follows : 

Status  of : fiscal  year  1959  limitation  on  reimbursements  for  expenses 


[In  thousands] 


Limitation 

Obligation 
through 
Dec.  31, 1958 

DOD  total..  

$49, 000 

$27,  798 

Army  . . ..  

22, 000 
14,  000 
13,  000 

12,  530 
7,  892 
7,376 

Navy  . . _.  ._  ..  

Air  Force  . 
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Mr.  Thomas.  What  about  section  615  ? 

Admiral  Beardsley.  I do  not  know  anything  about  that.  I am 
not  prepai'ed  to  talk  about  that  at  all,  just  611. 

I know  that  you  are  in  a hurry  to  get  away  but  this  is  the  money 
that  you  are  letting  us  use  to  get  rid  of  the  scrap  and  surplus  thereby 
reducing  the  total  inventories. 

Mr.  Thomas.  How  much  money  is  involved  in  it  ? 

Admiral  Beardsley.  The  increase  is  $6  million  for  this  purpose. 
It  wall  reduce  our  inventories  for  all  three  services. 

Mr.  Thomas.  Is  it  urgent  or  should  it  go  into  the  regular  bill  ? 

Admiral  Beardsley.  No,  sir.  It  is  urgent  this  year.  For  example, 
in  the  Navy  we  have  a large  program  for  getting  rid  of  old'ammu- 
nition. 

Mr.  Thomas.  This  does  not  require  any  appropriation.  It  is  just 
a language  change. 

Admiral  Beardsley.  Just  a language  change. 

Mr.  Taber.  How  much  will  you  gain  ? 

Admiral  Beardsley.  As  far  as  the  Navy  is  concerned,  I believe  we 
generate  between  $30  million  and  $40  million  that  goes  into  “Miscel- 
laneous receipts”  every  year. 

Mr.  Thomas.  Under  the  GS  A Act  you  dispose  of  that  ? 

Admiral  Beardsley.  This  is  new  language  that  you  inserted  last 
year  and  under  which  you  permit  us  to  use  up  to  $49  million. 

I imagine  all  of  the  Department  of  Defense  generates  $100  million 
over  and  above  costs  that  goes  into  the  U.S.  Treasury. 

We  are  faced  with  the  scrapping  of  a lot  of  ammunition  from 
World  IVar  II  and  we  have  this  type  of  program 

Mr.  Thomas.  It  gets  rid  of  a lot  of  junk  and  saves  storage  space 
and  everything. 

Admiral  Beardsley.  Absolutely,  and  it  puts  more  money  in  the 
Treasury,  too. 

Mr.  Thomas.  Thank  you  a lot. 
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Thursday,  February  26,  1959. 
DEPARTMENT  OF  THE  AIR  FORCE 

WITNESSES 

MAJ.  GEN.  J.  J.  NAZZABO,  DIRECTOR  OF  PERSONNEL  PLANNING^ 
DEPUTY  CHIEF  OF  STAFF,  PERSONNEL 
BRIG.  GEN.  J.  G.  MERRELL,  DEPUTY  DIRECTOR  OF  PERSONNEL 
PLANNING,  DEPUTY  CHIEF  OF  STAFF,  PERSONNEL 
COL.  ROBERT  I.  FLETCHER,  DEPUTY  DIRECTOR  OF  BUDGET,  C01O»~ 
TROLLER 

COL.  DERRYFIELD  N.  SMITH,  CHIEF,  BUDGET  BRANCH,  DIRECTO- 
RATE OF  PERSONNEL  PLANNING,  DCS/PERSONNEL 
LT.  COL.  R.  H.  COOK,  DEPUTY  CHIEF,  PROGRAM  BRANCH,  DIREC- 
TORATE OF  PERSONNEL  PLANNING,  DCS/PERSONNEL 
BRAINARD  S.  CHARLTON,  CHIEF,  MILITARY  PERSONNEL  BRANCH, 
DIRECTORATE  OF  BUDGET,  COMPTROLLER 
LT.  COL.  HARRY  E.  KOCH,  ASSISTANT  FOR  CONGRESSIONAL  LIAISON, 
DIRECTORATE  OF  BUDGET,  COMPTROLLER 
MAURICE  H.  LANMAN,  JR.,  ASSISTANT  GENERAL  COUNSEL,  DE- 
PARTMENT OF  DEFENSE 

Military  Personnel 


Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

Increase 

Program  by  activities: 

Direct  obligations: 

1.  Pay  and  allowances 

2.  Subsistence  in  kind _ 

$3,522,121,000 
133, 250, 000 
262,  705, 000 
4, 997, 000 

$3,549,661,000 
133, 250, 000 
262,  705,  000 
5, 285, 000 

+$27, 540,000 

3.  Movements,  permanent  change  of  station 

4.  Other  costs - 

+288, 000 

Total  direct  obligations  

Reimbursable  obligations: 

1.  Pav  and  allowances 

3, 923, 073, 000 

3, 950, 901, 000 

+27, 828, 000 

4, 400, 000 
23, 000, 000 
325,  000 
225, 000 

4, 400, 000 
23,000,000 

325.000 

225. 000 

2.  Subsistence  in  kind 

3.  Movements,  permanent  change  of  station 

4.  Other  costs  ^ 

Total  reimbursable  obligations 

Total  obligations. 

Financing: 

Advances  and  reimbursements  from— 

Other  accounts  

27, 950, 000 

27, 950, 000 

3, 951, 023, 000 

3. 978, 851, 000 

+27, 828, 000 

-11,930,000 
-16, 020, 000 

-11,930, 000 
-16, 020, 000 

Non-Federal  sources  (123  Stat.  108)  

New  obligational  authority 

3, 923,073, 000 

3, 950, 901, 000 

+27,828,000 
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Object  classification 


Direct  obligations: 

01  Person^  services:  Military 

02  ~ Travel.. 

03  Transportation  of  things. 

05  Rents  and  utility  services 

07  Other  contractual  services 

08  Supplies  and  materials... 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions 

12  Pensions,  annuities,  and  insurance  claims 

14  Interest 

15  Taxes  and  assessments.. 

Total  direct  obligations 

Reimbursable  obligations: 

01  Personal  services:  Military 

02  Travel 

08  Supplies  and  materials 

Total  reimbursable  obligations 

Total  obligations 


1959  presently 
available 

1969  revised 
estimate 

1959  increase 

$3,425,422,000 

183. 796. 000 
62, 606, 000 

33. 625. 000 

32. 559.000 

133. 250. 000 

10. 336. 000 
19, 000 

4, 312,000 
666,000 

46. 482. 000 

$3,449,361,000 

183. 796. 000 

52.606.000 
33,625,000^ 

32. 559. 000 

133. 250. 000 

10. 336. 000 
19, 000 

4, 600, 000 
666, 000 

50.083.000 

+$23,939,009 

+288,000 

+3, 601,000 

3, 923, 073, 000 

3, 950, 901, 000 

+27, 828,000 

4,  m,  000 
550, 000 
23, 000, 000 

4,400,000 
550, 000 
23, 000, 000 

27, 950, 000 

27, 950, 000 

3,951, 023,000 

3, 978, 851, 000 

+27,828,000 

Mr.  Thomas.  General  Nazzaro,  do  you  have  a statement? 
General  Nazzaro.  Yes. 


GENERAL  STATEMENT 

Mr.  Chairman  and  members  of  the  committee,  my  purpose  in  ap- 
pearing before  you  today  is  to  review  the  significant  developments 
which  have  made  it  necessary  to  request  a supplemental  appropria- 
tion for  the  fiscal  year  1959  military  personnel  program  as  provided 
in  House  Document  No.  58.  In  this  brief  review,  I will  present  first 
the  new  and  unforeseen  developments,  which  had  a direct  impact  on 
the  military  personnel  costs  for  fiscal  year  1959.  These  developments 
included  new  legislation  enacted  subsequent  to  the  passage  of  the 
Appropriation  Act  of  fiscal  year  1959  (Public  Law  85-724).  Sec- 
ondly, I will  present  an  analysis  of  the  financial  reprograming  neces- 
sary to  carry  out  the  fiscal  year  1959  military  personnel  program. 
This  reprograming  was  necessary  notwithstanding  all  of  the  economy 
actions  which  the  Air  Force  has  taken  to  reduce  the  deficiency.  As 
indicated  in  the  “green  sheets”  before  you,  the  funds  initially  made 
available  in  the  fiscal  year  1959  military  personnel  appropriation 
totaled  $3,923,073,000.  The  revised  fund  requirements  are  now  esti- 
mated at  $3,950,901,000,  or  an  increase  of  $27,828,000,  which  is  the 
amount  included  in  this  supplemental  request. 

NEW  DEVELOPMENTS  INCREASING  FISCAL  TEAR  19  59  MILITARY  PERSONNEL 

COSTS 

The  basis  for  the  supplemental  request  is  illustrated  on  this  chart 
(chart  A).  Shown  are  each  of  the  developments  with  the  associated 
increased  costs  to  the  military  personnel  appropriation.  The  first  of 
these  developments  was  the  result  of  the  international  crises  in  the 
Middle  East  and  the  Far  East.  The  Air  Force  during  this  period 
was  authorized  to  maintain  strength  to  assure  mission  capability.- 
Consequently  early  release  of  military  personnel  as  initially  planned 


372 


ill  till*  liscal  year  1959  program  was  suspended.  The  resulting  over- 
si  reiigth  amoimted  to  an  unprogramed  2,000  man-years  at  a cost  of 
$()  million. 

'Hk*  second  development  was  the  social  security  amendment  of  1958 
( Puhlic  Law  85-840)  enacted  subsequent  to  the  Appropriation  Act 
for  fiscal  year  1959  (Public  Law  85-724) . This  amendment  increased 
the  contributions  for  social  security  of  Air  Force  military  personnel 
elhM'live  January  1,  1959.  This  greater  social  security  contribution 
increased  military  personnel  costs  in  fiscal  year  1959  by  $3,fi01,000. 

Tliirdly,  in  accordance  with  section  617  of  Public  Law  179,  83d 
("ongress,  the  Secretary  of  Defense  authorized  an  increase  in  the 
commuted  rations  rate  for  airmen  from  $1.10  to  $1.15  per  day,  effec- 
tive January  1,  1959.  This  5-cent-per-day  increase  is  estimated  to 
raise  fiscal  year  1959  military  personnel  costs  by  $3,100,000. 

Finally,  there  have  been  significant  increases  in  the  dependency 
and  longevity  factors  directly  affecting  the  pay  and  allowances  of 
military  personnel.  For  example,  the  number  of  military  personnel 
wlio  are  married  and  the  average  size  of  their  families  has  risen 
sharply  in  the  last  18  months.  To  illustrate,  11.6  percent  of  the 
airmen  in  the  grade  of  first  class  had  three  or  more  dependents  at 
the  time  the  initial  fiscal  year  1959  military  personnel  budget  was 
computed.  In  comparison  to  this,  the  latest  sample  survey  sliows 
this  group  has  increased  to  17.1  percent.  This  dependency  factor 
directly  affects  the  quarters  allowance  entitlement  of  military  per- 
sonnel. Translated  to  dollar  terms,  this  allowance  for  all  ainnen 
has  increased  from  an  average  of  $474  per  year,  as  contained  in  the 
initial  budget  estimate,  to  $562  per  year  as  currently  being  ex- 
perienced. 

Another  example  illustrates  the  cost  impact  of  the  increase  in 
average  longevity.  Again,  I refer  to  airmen  in  the  grade  of  fii*st 
class.  At  the  time  of  the  initial  fiscal  year  1959  budget  estimate, 
9.5  percent  of  this  group  had  between  6 and  8 years’  total  service. 
At  the  present  time,  21  percent  of  this  group  have  between  6 and 
8 years’  service.  As  a result  of  this  increased  longevity  factor,  the 
average  yearly  base  pay  for  all  airmen  increased  over  this  period 
from  $1,984  to  $2,061. 

The  combined  effect  of  these  higher  dependency  and  longevity 
factors  for  airmen  and  officers  results  in  an  increase  cost  of  $15,- 

127.000  for  the  pay  and  allowances  of  military  personnel  in  fiscal 
year  1959. 

REPROGRAMING  ACTIONS  FOR  THIe  FISCAL  YEAR  195  9 MILITARY 

PERSONNEL  PROGRAM 

Because  of  the  increased  fund  requirements,  resulting  from  the 
new  and  unforeseen  developments  just  discussed,  the  Air  Force  lias 
carefully  evaluated  possible  economy  actions  it  can  take  to  decrease 
personnel  costs.  Examples  of  personnel  actions  now  being  imple- 
mented to  achieve  this  objective  are  as  follows:  ProcuT;ement  of 
non-prior-service  airmen  has  been  phased  later  in  the  year  to  save 
man-year  costs.  Prior-service-airmen  procurement  was  reduced  from 

14.000  to  8,7000.  The  recall  and  direct  appointment  of  officers  has 
been  rephased  to  later  in  the  year.  The  early  release  program  for 
noncareer  aiimen  has  been  extended  from  2 months  to  4 months. 


Also,  the  early  release  of  iioncareer  officers  has  been  increased  from 
6 months  to  12  months,  if  such  officers  become  surplus  due  to  unit 
moves,  inactivations,  and  oversea  rotation. 

The  financial  reprograming  of  the  fiscal  year  1959  “Military  per- 
sonnel” appropriation  is  summarized  by  budget  programs  on  thiS: 
chart  (chart  B).  This  revision  incorporates  the  economy  action& 
which  have  been  taken. 

The  most  significant  adjustment  necessary  is  the  increase  of  pay 
and  allowances  by  $27,540,000.  The  increase  in  this  budget  program  is 
related  directly  to  the  new  developments  which  were  enumerated  on 
the  previous  chart  (chart  A).  No  adjustment  was  necessary  for  sub- 
sistence in  kind  and  for  permanent  change  of  station  travel  costs. 
A relatively  small  increase  of  $288,000  is  necessary  for  other  personnel 
costs.  This  is  due  primarily  to  an  increase  in  the  number  of  military 
personnel  participating  in  the  mortgage  insurance  program  which  is 
related  to  the  increase  in  the  dependency  factor,  previously  mentioned. 

After  making  these  adjustments,  there  is  a net  requirement  for 
supplemental  funds  of  $27,828,000  to  finance  the  fiscal  year  1959  mili- 
tary personnel  program  now  estimated  at  $3,950,901,000. 

This  $27,828,000  represents  the  net  deficiency  remaining,  notwith- 
standing the  economy  actions  which  the  Air  Force  has  taken  to  reduce 
military  personnel  costs. 

JUSTiniCATTON  OF  THE  ESTIMATE 

Mr.  Thomas.  We  will  insert  page  5 of  the  justifications. 

(The  justification  referred  to  follows:) 

Narrative  Justification 

The  supplemental  estimate  for  this  appropriation  in  the  amount  of  $27,828,000 
is  required  to  carry  on  the  approved  Air  Force  military  personnel  program  for 
fiscal  year  1959  which  provides  for  programed  end-year  strength  of  850,000  and 
man-years  of  858,787.  The  estimate  represents  the  net  additional  amount  re- 
quired to  cover  increased  requirements  in  the  programs  “Pay  and  allowances’' 
and  “Other  costs”  which  cannot  be  offset  by  funds  made  available  from  reduced 
requirements  in  other  program  areas  of  the  appropriation.  Increased  costs 
in  these  two  programs  have  occurred  because  of  the  following  reasons : 

1.  The  higher  active  duty  strength  authorized  the  Air  Force  in  support  of 
the  Middle  East  and  Far  East  situation  has  resulted  in  increased  costs  under  the 
“Pay  and  allowances”  program  by  $6  million. 

2.  The  additive  social  security  cost  generated  by  legislation  (Public  Law  85— 
840)  enacted  subsequent  to  passage  of  the  fiscal  year  1959  appropriation  act  has 
increased  fund  requirements  under  program  “Pay  and  allowances”  by  $3,601,000. 

3.  An  increase  in  the  commuted  ration  rate  from  $1.10  to  $1.15  per  day,  to  be 
authorized  effective  January  1,  1959,  pursuant  to  section  617,  Public  Law  179, 
83d  Congress,  increases  costs  by  $3,100,000. 

4.  The  higher  dependency  factors  and  increased  years  of  service  by  grade 
which  were  not  anticipated  have  resulted  in  higher  average  pay  and  allowances 
per  grade  than  were  provided  for  in  the  appropriation  act,  thereby  increasing 
costs  by  $15,127,000. 

Mr.  Thomas.  You  are  asking  for  $27,828,000,  and  it  is  all  for  mili- 
tary personnel  and  is  broken  down  into  four  items.  We  are  going  to 
ask  you  for  detailed  justifications  on  your  first  three  items.  You  have 
done  very  well  on  your  fourth,  but  we  want  to  know  how  you  came 
not  to  anticipate  this  last  year.  You  knew  that  these  boys  were  going 
to  stay  in  the  service;  that  they  were  not  going  to  leave  you.  You 
know  that  the  American  boys  are  having  larger  families. 
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OVERSTRENGTH  DUE  TO  INTERNATIONAL  CRISIS 

I^et  US  go  to  the  first  item,  “Overstrength  authorized  to  maintain 
mission  capabilities  during  international  crisis  in  the  Middle  East 
and  Far  P2ast,”  $6  million.  How  do  you  arrive  at  that  $6  million  fig- 
ure ? How  much  of  that  is  guesswork  ? 

General  Nazzaro.  We  arrived  at  it  by  estimating  the  number  of  peo- 
ple who  should  have  been  early  released  that  were  not  early  released 
when  this  crisis  developed  in  the  Far  East  and  in  the  Middle  East. 
We  permitted  the  commanders  to  retain  the  people  until  they  com- 
pleted their  overseas  enlistments  and  tour. 

Mr.  Thomas.  The  Air  Force  has  a lot  of  money.  You  can  absorb 
this  without  hurting  anybody,  and  none  of  the  boys  will  miss  a payday. 

General  Nazzaro.  It  is  a small  amount,  Mr.  Chairman.  However^ 
this  could  have  been  absorbed  under  normal  conditions,  but  we  did 
not  have  a normal  year  with  the  increased  cost  factors. 

Mr.  Thomas.  What  was  your  original  program?  Put  that  in 
the  record  at  this  point,  and  how  many  men  did  you  have  to  retain  on 
account  of  the  Middle  East  and  Far  East  situations  ? 

General  Nazzaro.  We  will  insert  that  in  the  record. 

(The  information  requested  follows:) 

The  overstrength  that  has  been  experienced  through  the  suspension  of  early 
release  has  been  in  the  airman  area  as  shown  in  the  following  table : 


Month 

Airman 

program 

Actual 

strength 

Over- 

strength 

Month 

Airman 

program 

Actual 

strength 

Over- 

strength 

July 

734.900 

736. 078 

1, 178 

November... 

718, 860 

724, 956 

6,096 

August 

727, 460 

733. 097 

5.637 

December. . . 

714,  570 

716. 321 

1, 751 

September... 
October 

725.  500 
725, 130 

728. 683 
728, 396 

3, 183 
3,266 

January 

713, 370 

715, 606 

2, 236 

Mr.  Thomas.  Do  you  have  the  figure  handy? 

General  Nazzaro.  Our  pro^^m  was  to  reduce  from  875,000  to 
850,000. 

Mr.  Thomas.  Twenty-five  thousand  ? 

General  Nazzaro.  In  a period  of  1 fiscal  year. 

Mr.  Thomas.  Have  you  let  the  25,000  go  now  ? 

General  Nazzaro.  No,  sir.  We  are  in  the  process  of  doing  that. 
We  are  now  going  down  to  about  852,000. 

Mr.  Thomas.  As  a matter  of  fact,  you  can  get  along  without  $6 
million.  It  is  not  going  to  make  or  break  the  Air  Force  either  way ; 
is  it? 

General  Nazzaro.  If  it  were  a normal  year  we  could  handle  the 
$6  million  within  our  own  resources.  However,  the  cost  factors  actu- 
ally would  require  more  than  $15  million.  We  have  taken  action 
to  reduce  our  deficiency. 

Mr.  Thomas.  W as  the  original  cost  $15  million  ? 

General  Nazzaro.  The  cost  factors,  I believe,  if  we  absorbed  this 
$6  million,  would  have  amounted  to  more  than  $15  million. 

Mr.  Thomas.  You  have  absorbed  already  $9  million  ? 

General  Nazzaro.  We  have  absorbed  by  actions  that  we  have 
taken 

Mr.  Thomas.  How  long  do  you  figure  you  are  going  to  keep  these 
boys  over  and  beyond  the  original  plan  or  schedule — 6 or  7 months? 
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General  Nazzaro*  Two  months. 

Mr.  Thomas.  Two  months  at  a total  cost  of  what  ? $15  million  ? 

General  Nazzaro.  At  a total  cost  of  $6  million. 

Mr.  Thomas.  I thought  you  said  that  you  absorbed  $9  million  ? 

General  Nazzaro.  We  absorbed  some  deficiency  by  virtue  of  dou- 
bling the  early  release  time  subsequent  to  the  date  that  the  Office 
of  Secretary  of  Defense  told  us  we  could  start  reducing  again.  We 
are  now  releasing  airmen  4 months  prior  to  the  time  they  complete 
their  enlistment  rather  than  2 months. 

RISE  IN  SOCIAL.  SECURITY  RATES 

Mr.  Thomas.  “Higher  social  security  rates,”  $3,601,000.  How  did 
you  arrive  at  that  ? That  is  your  social  security  ? 

General  Nazzaro.  Social  security ; yes,  sir. 

Mr.  Thomas.  When  was  the  act  passed?  Year  before  last;  was 
it  not  ? 

Colonel  Smith.  It  was  the  27th  of  August. 

Mr.  Thomas.  Last  year? 

Colonel  Smith.  Five  days  after  the  passage  of  the  Appropriation 
Act  last  year. 

Mr.  Thomas.  Last  year? 

Colonel  Smith.  Yes,  sir. 

Mr.  Thomas.  And  what  did  that  act  do  for  the  military  personnel  ? 

Colonel  Smith.  That  act  increased  the  maximum  base  for  social- 
security  purposes  from  $4,200  to  $4,800,  and  it  increased  the  contribu- 
tion from  2.25  to  2.50  percent  per  month. 

Mr.  Thomas.  The  Air  Force  has  to  pay  the  soldiers’  contribution? 

Colonel  Smith.  Yes,  sir. 

Mr.  Thomas.  And,  of  course,  as  a mathematical  calculation  there 
is  not  much  room  for  guesswork,  is  there  ? 

Colonel  Smith.  That  is  correct,  sir. 

HIGHER  RATIONS  RATE 

Mr.  Thomas.  Was  this  increase  in  rations  here  from  $1.10  to  $1.15 
across  the  board  ? 

General  Nazzaro.  You  mean  for  the  Department  of  Defense? 

Mr.  Thomas.  Yes. 

General  Nazzaro.  Yes,  sir. 

Mr.  Thomas.  Of  this  $3  million,  did  any  of  that  come  about  by 
virtue  of  the  Korean  war,  or  were  your  ration  costs  increased  by  virtue 
of  that  ? 

General  Nazzaro.  No,  sir;  this  was  an  increase  subsequent  to  the 
Appropriation  Act  passage,  and  became  effective  January  1,  1959. 

Mr.  Thomas.  You  mean  it  is  not  effective  yet  ? 

General  Nazzaro.  Yes,  sir ; it  was  effective  January  1. 

Mr.  Thomas.  The  first  of  1959  ? 

General  Nazzaro,  Yes,  sir. 

Mr.  Thomas.  And  this  had  nothing  to  do  with  the  Korean  situa- 
tion ? It  was  a general  increase,  servicewide,  was  it  not  ? 

General  Nazzaro.  It  was^throughout  the  Department  of  Defense. 

Mr.  Thomas.  For  what  period  of  time  is  this  $3.1  million  going  to- 
cover  ? 
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(ienonil  Xazzaro.  It  will  cover  from  January  1 to  July  1,  1959. 

Mr.  T HOMAs.  What  is  the  status  of  your  account  there  now?  Do 
you  have  some  unexpended  funds,  or  unobligated  funds  ? 

^'ou  are  not  obligated  right  up  to  the  hilt;  are  you,  in  your  supply 
funds? 

Mr.  C iiARLTox.  Mr.  Chairman,  through  January,  we  have  obligated 
$2, ‘129,70 1,000,  or.  59  percent  obligated. 

Mr.  { iroMAs.  You  mean  in  all  your  funds  for  supplies  and  materials 
and  everything,  or  what? 

Mr.  (biARLTON.  That  figure  represents  the  obligations  under  the 
military  personnel  appropriation  which  provides  for  pay,  clothing, 
subsistence,  and  PCS  travel. 

!Mr.  Thomas.  Do  you  buy  this  food  through  the  Army  ? 

Mr.  Charlton.  This  is  our  own  food;  yes,  sir,  through  the  stock 
fund. 

Mr.  T HOMAS.  Does  the  Army  procure  this  for  you  ? 

Mr.  Charlton.  They  procure  it  through  the  single-manager  process^. 

Mr.  Thomas.  The  Army  is  the  procurer  ? 

Mr.  Charlton.  Yes,  sir. 

]Mr.  Thomas.  Do  you  have  plenty  funds  in  the  stock  fund? 

Y oil  do  not  really  need  this  money  at  this  time ; do  you  ? 

Mr.  Charlton.  This  is  a case  of  reimbursing  the  stock  fund  on 
a consumption  basis. 

Mr.  Thomas.  The  stock  fund  is  not  going  broke  if  you  do  not  put 
this  money  in  there  now,  is  it  ? 

Mr.  Charlton.  No,  sir;  it  would  not  go  broke  now. 

Mr.  Thomas.  MJiat  I am  trying  to  say  is  this : If  you  waited  and  got 
it  in  the  regular  bill  30  or  60  days  from  now,  it  will  not  amount  to  a 
hill  of  beans?  You  have  to  have  money  to  feed  the  troops  and  no 
one  will  deny  that. 

HIGHER  COST  FACTORS 

Mr.  Thomas.  Will  you  please  break  down  this  next  item,  which 
is  in  the  amount  of  $15,127,000,  for  pay  and  allowances  of  military 
personnel  ? 

You  state: 

The  higher  dependency  and  longevity  factor  for  airmen  and  officers  results  in 
an  increased  cost  of  $15,127,000  for  the.pay  and  allowances  of  military  personnel 
during  fiscal  year  1959,  which  were  not  anticipated  and  resulted  in  a higher 
average  pay  and  allowance  per  grade  than  was  provided  in  the  appropriations 
act,  which  increased  the  bill  by  $15,127,000.  ' 

How  much  money  is  in  the  fund  already?  You  have  plenty  to  pay 
this ; have  you  not  ? It  is  a debt  that  you  are  going  to  have  to  pay,  and 
pay  it  when  it  is  due.  There  is  no  argument  about  that.  You  do  not 
want  to  shortchange  any  of  your  troops. 

How  urgent  is  this  item  of  $15,127,000  ? 

General  Xazzaro.  It  is  urgent  to  the  point  that  if  we  do  not  get 
this  supplemental  we  will  have  a deficiency  in  fiscal  year  1959.  The 
general  breakdown  of  the  $15  million  is  approximately  $9  million 
required  for  higher  longevity  factors.  The  balance  of  $6  million  is 
due  to  higher  quarters  allowance  costs  directly  related  to  the  higher 
■dependency  factors. 

Mr.  Thomas.  How  much  is  iii  the  Pay  and  Allowance  Act  how? 
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Mr.  Charlton.  Mr.  Chairman,  we  currently  have  available  in  the 
pay  and  allowances  program  $3,526,521,000,  including  $4,400,000  an- 
ticipated reimbursements. 

. Mr.  Thomas.  $3,526,521,000  ? 

Mr.  Charlton.  Yes,  sir. 

Mr.  Thomas.  Well,  this  little  $15  million,  if  you  put  that  in  there, 
it  would  get  lost,  and  you  never  could  find  it. 

Mr.  Charlton.  It  would  appear  that  way,  but  that  is  not  exactly 
true. 

Mr.  Thomas.  Well,  go  ahead  and  explain  it.  If  you  have  to  have 
it,  you  have  to  have  it.  However,  if  you  can  lay  over  for  60  or  90 
days  without  hurting  anybody,  can  you  not  do  that  ? 

Mr.  Charlton.  This  is  a 1-year  appropriation,  sir,  and  we  have 
these  men  on  board  and  we  pay  them  and  feed  them  each  month.  The 
obligation  is  incurred  each  month.  No  deferral  of  these  obligations 
are  possible. 

Mr.  Thomas.  What  is  the  obligation  on  a monthly  basis,  say  be- 
ginning in  F ebruary  ? What  will  it  be  ? 

Mr.  Charlton.  It  is  running  around  $300  million  a month, 

Mr.  Thomas.  $300  million,  and  you  have  only  4 months  left,  and 
you  have  $3.5  billion.  You  will  have  a surplus.  You  will  have  a 
$0.5  million  at  the  end  of  fiscal  year  in  your  pay  and  allowance 
account  ? 

Mr.  Charlton.  No,  sir. 

Mr.  Thomas.  Is  my  arithmetic  a little  too  quick  ? 

Mr.  Charlton.  I believe  it  is  a little  off,  sir.  There  are  5 months 
remaining  for  obligation. 

Thank  you,  gentlemen.  It  is  nice  to  have  seen  you. 

General  Moore,  we  thank  you  and  we  apologize  to  these  gentlemen 
for  the  little  slip  which  occurred  yesterday.  We  got  a little  mixed 
up  yesterday,  and  there  was  no  occasion  for  it.  We  take  the  blame 
for  calling  you  back.  We  are  sorry. 

Language  Change 


' General  Moore.  Mr.  Chairman,  we  have  a general  provision  on 
page  26  of  the  document  which  currently  pertains  only  to  the  Air  Force 
which  reads  as  follows  : 

General  Provision 

Sec.  — . Section  615  of  the  Department  of  Defense  Appropriations  Act,  1959, 
is  amended,  effective  January  3,  1959,  hy  adding  the  words  ''or  in  Alaska'\  after 
the  words  "outside  the  United  States” . 

Mr.  Thomas.  We  have  already  put  Alaska  in  the  Union.  I thought 
they  were  already  in  the  Union,  General  Moore. 
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General  Moore.  But  we  have  seven  officers  who  are  up  there  who 
are  being  deprived  of  pay.  Mr.  Chairman,  Mr.  Lanman  has  about  a 
6-minute  statement. 

Mr.  Thomas.  We  would  be  delighted  to  hear  him* 

Mr.  Lanman.  Mr.  Chairman,  this  is  an  amendment  to  section  616 
of  the  Department  of  Defense  Appropriation  Act  of  1959,  and  it 
is  necessary  to  permit  a small  number  of  military  personnel  stationed 
in  certain  parts  of  Alaska  to  continue  to  receive  flight  pay  after 
January  3,  1959,  which  was  the  date  of  admission  of  Alaska  into  the 
Union. 

Under  a.  provision  which  has  appeared  in  the  Department  of  De- 
fense Appropriation  Act  since  1954— — 

Mr.  Thomas.  Mr.  Lanman,  may  I interrupt  you  ? 

Do  you  not  think  you  had  better  go  before  the  legislative  com- 
mittee and  let  them  do  this  legislating  for  you  ? 

Mr.  Lanman.  Normally  they  do  help  us,  Mr.  Chairman,  but,  how- 
ever, since  this  provision  is  now  contained  in  the  Defense  Appropria- 
tion Act  .and  since  it  was  included  by  the  Appropriations  Committee 
to  apply  to  all  of  the  services  in  the  Department  of  Defense,  we  feel 
that 

Mr.  Thomas.  Wliat  is  the  urgency  for  it?  Could  you  wait  for 
about  2 or  3 weeks  ? 

Mr.  Lanman.  It  would  be  most  difficult,  and  almost  impossible 
from  a practical  standpoint  to  amend  a provision  of  the  Defense 
Appropriation  Act  such  as  this  through  the  legislative  committee’s 
processes,  Mr.  Thomas. 

Mr.  Thomas.  Go  ahead. 

Mr.  Lanman.  Under  this  provision  which  has  appeared  in  the  De- 
partment of  Defense  Appropriation  Act  since  1954,  military  personnel 
whose  particular  assignment  outside  the  United  States  makes  it  im- 
practical to  participate  in  regular  and  frequent  aerial  flights  have 
continued  to  receive  flying  pay,  even  though  they  are  unable  to  fly 
the  hours  required  by  current  regulation 

Mr.  Thomas.  Mr.  Lanman,  you  would  not  call  that  an  appropria- 
tion, would  you  ? 

Mr.  Lanman.  Insofar  as  the  technique  under  which  the  Appropria- 
tion Act 

Mr.  Thomas.  Oh,  if  you  are  going  to  put  it  on  that  basis,  we  eannot 
argue  with  you. 

Mr.  Lanman.  The  section  we  propose  to  amend  is  an  economy 
provision,  Mr.  Chairman,  actually  in  order  to 

Mr.  Thomas.  Well,  you  need  the  language.  That  is  what  you  are 
saying? 

Mr.  Lanman.  That  is  correct. 

Mr.  Thomas.  You  need  it  to  take  care  of  what  ? 

Mr.  Lanman.  Seven  officers  on  duty 


379 


Mr.  Thomas.  Seven  flying  officers,  and  this  is  a part  of  the  Appro- 
priations Act  ? 

Mr.  Lanman.  That  is  correct. 

Mr.  Thomas.  It  is  purely  100  percent  legislating,  and  we  will  see 
what  we  can  do  for  you. 

Mr.  Lanman.  Thank  you,  Mr.  Thomas. 

May  I leave  this  statement  with  the  reporter? 

Mr.  Thomas.  Put  it  all  in  the  record. 

Mr.  Lanman.  Yes,  sir.  Thank  you. 

(The  statement  referred  to  follows :) 

This  amendment  to  section  615  of  the  Department  of  Defense  Appropriation 
Act,  1959,  is  necessary  to  permit  a small  number  of  military  personnel  stationed 
in  certain  parts  of  Alaska  to  continue  to  receive  flying  pay  after  January  3,  1959, 
the  date  of  admission  of  Alaska  into  the  Union. 

Under  a provision  which  has  appeared  in  Department  of  Defense  Appropriation 
Acts  since  1954.  military  personnel  whose  particular  assignment  “outside  the 
United  States”  makes  it  impractical  to  participate  in  regular  and  frequent  aerial 
flights  have  continued  to  receive  flying  pay,  even  though  they  are  unable  to  fly 
the  hours  required  by  current  regulations.  Conditions  in  certain  parts  of  Alaska 
are  such  that  a few  qualified  members  are  unable  to  get  in  the  flying  time  neces- 
sary to  qualify  for  flying  pay. 

Since  Alaska  no  longer  is  “outside  the  United  States,”  it  is  necessary  to  amend 
section  615,  effective  January  3,  1959,  to  specifically  include  Alaska,  if  these 
members  are  not  to  lose  their  flying  pay  after  January  3,  1959.  This  conclusion 
is  based  upon  a decision  by  the  Comptroller  General  construing  a statute  con- 
taining substantially  similar  language. 

The  President  in  his  budget  message  for  fiscal  year  1960  has  also  recommended 
language  necessary  for  the  Department  of  Defense  Appropriation  Act  for  fiscal 
year  1960. 

Mr.  Thomas.  General,  I apologize  again  to  our  distinguished 
friends.  It  is  nice  to  have  seen  you. 

General  Moore.  Mr.  Chairman,  if  I may  say  off  the  record 

( Discussion  off  the  record. ) 

Mr.  Thomas.  Thank  you  very  much. 
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Thursday,  February  26,  1959. 

DEPAiriMENT  OF  COMMERCE 

WITNESSES 

OFFICE  OF  THE  SECRETARY 

GEORGE  T.  MOORE,  ASSISTANT  SECRETARY  FOR  ADMINISTRATION 
OSCAR  H.  NIELSON,  DEPARTMENTAL  BUDGET  OFFICER 

MARITIME  ADMINISTRATION 

CLARENCE  G.  MORSE,  MARITIME  ADMINISTRATOR 
ADM.  WALTER  C.  FORD,  DEPUTY  MARITIME  ADMINISTRATOR 
RICHARD  P.  GODWIN,  NUCLEAR  PROJECTS  OFFICER 
LOYAL  C.  FISHER,  BUDGET  OFFICER 

PATENT  OFFICE 

ROBERT  C.  WATSON,  COMMISSIONER  OF  PATENTS 

A.  W.  CROCKER,  FIRST  ASSISTANT  COMMISSIONER 

MAURICE  A.  CREWS,  ASSISTANT  COMMISSIONER  OF  PATENTS 

C.  A.  KALK,  DIRECTOR  OF  ADMINISTRATION 

D.  R.  ELLIS,  HEAD,  BUDGET  AND  FINANCE  DIVISION 
R.  L.  FRANZ,  HEAD,  BUDGET  BRANCH 

NATIONAL  BUREAU  OF  STANDARDS 

ROBERT  S.  WALLEIGH,  ASSOCIATE  DIRECTOR  FOR  ADMINISTRA- 
TION 

N.  L.  CHRISTELLER,  CHIEF,  BUDGET  DIVISION 

HOWARD  CHAPMAN,  DIRECTOR,  CONSTRUCTION  DIVISION,  PUBLIC 
BUILDINGS  SERVICE,  GENERAL  SERVICES  ADMINISTRATION 

Mr.  Thomas.  The  committee  will  please  come  to  order. 

We  have  with  us  this  afternoon  our  friends  from  the  Department  of 
Commerce. 

Who  has  a statement  for  us  ? 

Mr.  Moore.  I have  a very  short  statement. 

Mr.  Thomas.  You  may  proceed. 

General  Statement 

Mr.  Moore.  Mr.  Chairman  and  gentlemen  of  the  subcommittee,  we 
are  here  today  in  support  of  supplemental  estimates  of  appropriations 
for  the  current  fiscal  year,  contained  in  House  Document  Yo.  58,  86th 
Congress.  These  estimates  total  $12,695,793  of  which  $2,290,500  is  for 
increased  pa}^  costs  enacted  by  Public  Law  85-462.  In  addition,  there 
is  requested  a change  in  the  limitation  for  the  nuclear-powered  mer- 
chant ship  now  under  construction,  but  not  involving  any  additional 
appropriation. 

None  of  these  estimates  represent  new  or  expanded  programs. 
Rather,  as  you  will  see,  they  result  from  circumstances  beyond  the 
control  of  the  activities  involved  and  which  could  not  be  foreseen  at 
the  time  the  1959  appropriations  were  enacted.  The  additional 
amounts  requested  were  anticipated  in  the  totals  reflected  in  the  Presi- 
dent’s budget,  and  will  not  exceed  the  expenditure  estimates  in  that 
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document.  Representatives  of  the  Maritime  Administration,  the  Pat- 
ent Office,  and  the  National  Bureau  of  Standards  are  here  with  me,, 
and  are  prepared  to  furnish  information  on  each  estimate  in  whatever 
detail  you  may  desire. 

Maritime  Administration 

At  this  time  I would  like  to  present  Mr.  Clarence  Morse,  Maritime 
Administrator. 

Mr.  Thomas.  He  needs  no  introduction.  He  is  well  and  favorably 
known  to  everybody.  It  is  nice  to  have  you  all  here. 

The  Maritime  Administration  has  four  items  before  the  committee  r 
Ship  construction,  operating-differential  subsidies,  salaries  and  ex- 
penses, and  State  marine  schools. 

Ship  Construction 

Turning  to  the  first  item,  we  have  the  proposed  language  for  ship- 
construction. 

We  will  insert  pages  3 and  4 of  the  justifications  in  the  record  at 
this  point. 

(The  pages  follow :) 

PURPOSE  AND  NEED  FOR  LANGUAGE 

Under  the  Second  Supplemental  Appropriation  Act,  1957,  an  additional  $18 
million  was  appropriated  to  the  Maritime  Administration  under  this  head  for 
the  design  and  construction  of  the  NS  Savannah,  Funds  for  the  nuclear  power- 
plant  were  budgeted  separately  by  the  Atomic  Energy  Commission. 

The  Comptroller  General  has  advised  that  the  appropriation  language  as  ap- 
proved limits  the  amount  available  to  the  Maritime  Administration  for  construct- 
ing the  NS  Savannah  to  $18  million. 

Every  effort  has  been  made  to  effect  the  construction  of  this  ship  within  this 
amount.  In  so  doing,  many  desirable  and,  to  a degree,  essential  features  were 
omitted  so  as  to  avoid  any  unnecessary  delay  in  the  project.  Stabilizers,  included 
in  the  initial  design  of  the  NS  Savannah  were  deleted  because  of  budgetary 
limitations.  The  importance  of  stabilizers  as  a safety  factor  in  this  “first”^ 
nuclear-powered  merchant  ship  necessitates  this  request  to  provide  language 
which  will  permit  costs  in  excess  of  $18  million  for  the  NS  Savamiah  by  repro- 
graming funds  previously  appropriated  for  ship  construction  activities. 

JUSTIFICATION 

Throughout  the  entire  Savannah  project,  safety  of  the  crew,  the  ship,  and  the 
general  public  is  of  first  concern.  Steps  have  been  taken  to  assure  accomplish- 
ment of  this  objective  to  the  extent  possible  within  the  imposed  limitation  of  $18 
million.  Stabilizers,  the  primary  purpose  of  which  is  to  provde  a greater  degree 
of  safety,  are  precluded  by  this  limitation. 

Normally,  prototype  reactor  plants  are  constructed  on  land  where  considerable 
technical  information  becomes  available  prior  to  installation  of  such  plants  in 
ships.  In  the  Savannah  case,  in  the  interest  of  economy,  the  prototype  is  to  be 
installed  directly  into  the  ship  with  the  intention  of  performing  experimentation 
during  the  ship’s  early  operating  life.  In  all  probability  the  Savannah  nuclear 
powerplant  cannot  be  brought  to  full  power  at  dockside,  therefore  much  of  the 
necessary  testing  must  be  done  at  sea.  Further,  the  testing  of  new  and  im- 
proved components  will  be  carried  out  during  much  of  the  ship’s  early  life.  Since 
much  of  this  testing  must  be  done  at  sea  under  conditions  which  cannot  be  pre- 
dicted, utmost  care  must  be  exercised  to  assure  a stable  ship  condition  in  this 
initial  period. 

The  importance  of  complete  reliability  of  the  control  system  cannot  be  over- 
emphasized. It  is  by  necessity  a complex  system  designed  for  rapid,  dependable 
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response  under  all  expected  conditions.  It  is  essential  that  it  be  operable  at  all 
times.  When  the  ship  is  roliing,  there  is  undoubtedly  a greater  chance  for  mal- 
functioning of  the  control  rod  drive  than  when  the  ship  is  stable.  Stabilizers 
would  substantially  improve  the  working  conditions  for  the  control  rod  drive 
and  thus  add  to  the  ship’s  safety. 

A second  condition  which  stabilizers  would  improve  is  the  fact  that  integrity 
of  the  reactor  system  must  be  maintained  at  all  times  to  prevent  the  spread  of 
radioactive  contamination.  The  Savannah  reactor  system  is  of  course  designed 
with  this  in  mind,  but  the  problem  is  much  greater  than  for  a central  station 
reactor  where  space  is  not  a premium,  nor  mobility  a factor.  Heavy  components 
and  intricate  piping  in  a confined  space  as  on  the  Savannah,  impose  involved 
arrangement  and  support  problems.  If  ship  motion  can  be  minimized,  there  is 
much  less  chance  of  there  being  excessive  strains  in  the  system  which  could 
cause  hazardous  leaks  or  ruptures. 

When  more  experience  has  been  gained  in  nuclear-powered  ships,  it  is  expected 
that  same  of  the  safety  factors  being  built  into  the  Savannah  will  not  be  needed ; 
until  this  time  has  been  reached,  however,  it  is  believed  unwise  not  to  include 
those  practical  features  such  as  stabilizers  which  add  to  the  overall  safety  of 
the  nuclear  aspects  of  the  ship. 

It  is  estimated  that  $700,000  will  be  required  for  installation  of  stabilizers  on 
the  NS  Savannah.  Supplemental  language  permitting  this  amount  to  be  made 
available  by  reprograming  funds  previously  appropriated  for  ship  construction 
activities  is  required  to  provide  for  construction  and  delivery  of  the  stabilizers 
prior  to  loading  fuel  on  the  ship.  Deferral  until  a later  date  will  result  in 
excessive  costs  due  to  special  handling  of  the  nuclear  fuel. 

Operating-Differential  Subsidies 


Program  and  financing 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de- 
crease (— ) 

Prnffram  by  activities:  1.  Payment  of  subsidies  (total  obliga- 
tions)   --  - - _ - - _ . 

$120, 360, 887 
-360, 887 

$130, 360, 887 
-360, 887 

-f$10,000,000 

Financing;  Unobligated  balance  brought  forward __ 

New  obligational  authority 

120, 000, 000 

130, 000, 000 

-fl0,000,000 

Obligations  bp  objects 


1959, 

1959, 

1959,  increase 

presently 

revised 

(-f ) or  de- 

available 

estimate 

crease  (— ) 

Object  classification:  11  Grants,  subsidies,  and  contributions. 

$120, 360, 887 

$130,360, 887 

-f  $10, 000, 000 

Mr.  Thomas.  The  next  is  for  operating-differential  subsidies. 
We  will  insert  pages  7 and  8 in  the  record  at  this  point. 

(The  pages  follow:) 

Maritime  Administration 
(H.  Doc.  58) 

Operating -differential  subsidies 


Request ! $10, 000,  000 

Appropriation  to  date 120,  000,  000 

Obligations  to  December  31,  1958 - 64,  782,  460 

Expenditures  to  December  31,  1958 64,  782,  460 

Budget  estimate  next  fiscal  year 130,  000,  000 
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PURPOSE  AND  NEED  FOR  THE  SUPPLEMENTAL  FUNDS 

Operating-differential  subsidies,  paid  under  authority  of  title  VI  of  the  Mer- 
chant Marine  Act,  1936,  as  amended,  are  designed  to  place  the  operators  of 
American-flag  ships  in  an  equitable  position,  as  to  certain  operating  costs,  with 
the  foreign-flag  ship  operators  with  which  they  compete.  Since  cargo  rates  of 
American  operators,  the  source  of  income,  must  be  competitive  with  those  of 
foreign  operators  which  have  much  lower  costs  of  operation,  the  American 
operators  could  not  continue  to  maintain  scheduled  services  without  a means  of 
offsetting  the  considerably  higher  costs.  The  Government  pays  the  difference 
between  the  costs  of  operating  the  subsidized  American-flag  ships  and  compara- 
able  foreign-flag  ships,  operating  over  the  same  essential  trade  routes,  on  flve 
major  elements  of  ship  operating  cost:  Wages  (officers  and  crew),  subsistence 
(officers  and  crew),  maintenance  and  repair,  voyage  stores,  and  insurance.  In 
return  for  this  payment,  the  operators  agree,  among  other  things,  to  maintain 
regularly  scheduled  services  over  the  specifled  routes  and  to  provide  for  the 
replacement  of  obsolete  vessels  by  vessels  suitable  to  conversion  as  naval  auxil- 
iaries or  otherwise  useful  to  the  United  States  in  times  of  emergency. 

The  requested  supplemental  of  $10  million  represents  an  additional  amount 
currently  required  over  and  above  cash  on  hand  on  December  31,  1958,  to  meet 
the  obligations  of  the  Government  for  payments  due  the  subsidized  operators 
under  the  provisions  of  long-term  subsidy  contracts. 

The  requested  funds  will  make  $65.5  million  available  for  the  last  half  of 
flscal  year  1959.  These  funds  are  required  to  meet  obligations  of  approximately 
$11.9  for  final  10  percent  payments  through  calendar  year  1953  and  to  some 
operators  for  calendar  years  1954  and  1955 ; and  $52.8  million  for  the  cur- 
rent payments  for  the  last  quarter  of  calendar  year  1958  (October-December) 
and  the  first  quarter  of  calendar  year  1959  ( January-March) . 

The  need  for  the  additional  funds  arises  primarily  from  the  following : 

1.  Every  effort  is  being  made  to  liquidate  the  backlog  of  final  payments  from 
prior  years.  The  audit  of  final  accountings  for  prior  years  is  progressing  most 
satisfactorily.  In  several  cases  final  payments  through  calendar  year  1955  have 
been  made.  Only  two  operators  have  not  submitted  vouchers  for  calendar  years 
1948-53.  However,  indications  are  that  final  payments  for  these  operators  will 
be  made  during  the  current  fiscal  year.  Final  payments  to  date  through  calendar 
year  1955  have  been  made  to  three  operators,  and  through  calendar  year  1954  to 
two  operators. 

2.  Present  trends  in  current  quarterly  payments  indicate  that  profits  for  cal- 
endar years  1957  and  1958  are  slightly  less  than  the  1956  actuals  (which  was 
used  as  a basis  for  subsequent  year  estimates  at  the  time  the  1959  estimate  was 
prepared),  thus  resulting  in  a reduction  in  recapture  and  an  increase  in  subsidy 
payable.  In  addition  it  appears  that  rising  costs  to  the  operators  on  subsidiz- 
able  items  of  expense  have  created  higher  subsidy  accruals  than  the  actual  1956 
costs  used  in  preparing  the  budget  estimate. 

As  a result,  payments  for  the  1959  fiscal  year  are  approximately  $10  million 
above  the  amount  estimated  in  the  budget. 

JUSTIFICATION 

Quarterly  payments  to  operators  are  made  on  a cumulative  basis.  The  esti- 
mated subsidy  accrual  is  determined  by  multiplying  the  domestic  cost  of  sub- 
sidizable  items  of  expense  for  each  operator  by  the  subsidy  rates  for  each  item 
approved  by  the  Federal  Maritime  Board  for  each  calendar  year.  The  result 
(subsidy  accrual)  represents  the  Government’s  maximum  liability.  The 
estimated  accrual,  however,  is  subject  to  change  as  later  rates  are  approved  by 
the  Board.  For  example,  if  the  latest  rate  approved  for  a particular  item  for  a 
specific  operator  is  a 1956  rate,  this  rate  is  used  as  a basis  for  making  payments 
against  calendar  years  1957  and  1958,  or  until  such  time  as  rates  applicable  to 
these  years  are  established.  When  such  rates  are  established,  an  adjustment  is 
effected  in  subsequent  quarters  to  give  effect  to  whatever  increases  or  decreases 
are  reflected  in  the  later  rates.  The  latest  rates  upon  M^hich  most  payments  will 
be  made  during  the  remainder  of  fiscal  year  1959  will  be  1955  and  1956  rates. 

The  amount  of  subsidy  payable  is  determined  by  deducting  from  the  subsidy 
accrual  the  estimated  Government’s  share  of  the  recapturable  profits  on  a cumu- 
lative basis — that  is  50  percent  of  cumulative  profits  in  excess  of  10  percent  of 
the  operators’  capital  investment.  This  estimated  amount  is  withheld  from 
payment. 

37458—59—25 
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111  making  payments  to  the  operators  it  is  current  policy  to  pay  up  to  75  percent 
of  the  estimated  subsidy  accrual  or  90  percent  of  the  estimated  payable,  which- 
ever is  the  lesser.  In  those  cases  where  the  initial  advance  payment  is  for  75 
percent  of  the  subsidy  accrual,  an  additional  advance  payment  of  15  percent  is 
made  as  soon  as  the  expense  items  subject  to  subsidy  have  been  audited  pro- 
viding? a tinal  rate  has  been  established  for  the  year  for  which  the  payment  is 
beiiif?  made. 

T iio:\rAS.  You  are  looking  for  $10  million  for  the  operating 
(li  Il'eriMitial  subsidies. 

^'ou  say  in  your  justifications  that  the  requested  funds  will  make 
$05.5  million  available  for  the  last  half  of  fiscal  year  1959.  You  had 
$120  million  last  year,  and  when  we  used  to  put  these  limitations  on 
you,  you  liad  $60  million.  How  you  have  grown.  We  used  to  argue 
over  $00  million  right  in  the  same  chair  where  you  are  sitting  now. 
The  chair  has  not  grown,  but  look  how  you  have  groAvn,  from  $60 
million  to  $130  million  in  that  length  of  time.  Times  do  change,  do 
they  not,  i\Ir.  Administrator? 

CALCULATION  OF  SUBSIDY  RATES  FOR  FREIGHT  SERVICES 

We  will  insert  pages  9 and  10  of  the  justifications  in  the  record  at 
this  ])oint. 

(The  page  referred  to  follows :) 

The  calculation  of  subsidy  rates  for  freighter  services  is  on  a fairly  current 
basis.  In  general  the  following  rates  for  freighter  services  are  approved  for 
payment  of  subsidy : 

Calendar  year  1956,  wages  rates,  all  operators. 

Calendar  year  1956,  subsistence  rates,  all  operators. 

Calendar  year  1956,  maintenance  and  repair,  all  operators. 

Calendar  year  1955,  stores,  supplies,  and  expendable  equipment,  all  operators.^ 

Calendar  year  1956,  hull  and  machinery  insurance,  all  operators. 

Calendar  year  1956,  protection  and  indemnity  insurance,  all  operators. 

The  final  10  percent  for  any  calendar  year  is  not  made  until  all  rates  for 
subsidizable  items  have  been  approved  for  the  respective  calendar  year  and  final 
audits  have  been  made  of  the  operators’  accounts  for  that  year. 

In  arriving  at  total  cash  requirements  for  the  balance  of  fiscal  year  1959,  the 
following  indicates  the  amount  presently  available  and  amounts  required  to  cover 


estimated  billings : 

Cash  available  July  1,  1958 — $120,  360,  887 

Expenditures  through  Dec.  31, 1958 : 

Vouchers  for  periods  prior  to  calendar  year  1958-  $12,  098,  524 
Vouchers  for  2d  quarter  calendar  year  1958 

(April- June) 26,439,373 

Vouchers  for  3d  quarter  calendar  year  1958 

( July-September) 26,244,563 

64,  782,  460 


Balance  available  Dec.  31,  1958 55,  578,  427 

Unpaid  vouchers  on  hand  Dec.  31, 1958 : Vouchers  for 
periods  prior  to  calendar  year  1958 2,  408,476 


Unobligated  balance  Dec.  31,  1958 53, 169,  951 


^ Final  rates  approved;  effective  Jan.  1,  1956,  the  PMB  determined  that  this  item  was 
was  no  longer  to  be  considered  as  a subsidizable  item  of  expense. 
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Vouchers  to  be  submitted  for  payment  fiscal  year 
1959 : 

Final  10  percent  payments  calendar  year 

1948-53 — 

Payments  up  to  90  percent  for  calendar  year  1956 
Fourth  quarter  calendar  year  1958 

(October-December) 

First  quarter  calendar  year  1959 

( January-March)  


Total  request 

No  provision  is  made  in  this  estimate  nor  is  cash  requested  for  the  following : 

1.  Payment  of  any  subsidy  earned  subsequent  to  March  31,  1959.  These 
vouchers  would  not  be  submitted  until  after  the  beginning  of  fiscal  year  1960. 

2.  The  making  of  10  percent  final  payments  (100  percent  of  subsidy  payable) 
to  the  various  operators  for  any  calendar  year  subsequent  to  1954,  although  in. 
some  instances  such  payments  have  been  made  through  1955. 

Mr.  Thomas.  Let  me  read  this  into  the  record : 

The  calculation  of  subsidy  rates  for  freighter  services  is  on  a fairly  current 
basis.  In  general  the  following  rates  for  freighter  services  are  approved  for 
payment  of  subsidy. 

Calendar  year  1956,  wage  rates,  all  operators. 

Calendar  year  1956,  subsistence  rates,  all  operators. 

Calendar  j-ear  1956,  maintenance  and  repair,  all  operators. 

Calendar  year  1955,  stores,  supplies  and  expendable  equipment,  all  operators. 

Calendar  year  1956,  hull  and  machinery  insurance,  all  operators. 

Calendar  year  1956,  protection  and  indemnity  insurance,  all  operators. 

Which  one  is  lacking  ? 

Mr.  Morse.  Stores,  supplies  and  expendable  equipment,  1955. 

FORESEEABLE  LIMIT  FOR  SUBSIDY 

Mr.  Thomas.  What  is  going  to  be  the  foreseeable  limit  to  this  op- 
erating differential  subsidy  in  the  next  5 or  6 years  ? 

Mr.  Morse.  It  depends  entirely  upon  the  voyage  limitations.  About 
$200  million  a year  appears  to  be  the  maximum,  assuming  that  the 
Board  approves  all  pending  applications. 

Mr.  Thomas.  In  other  words,  you  go  up  about  $7 0 million  more  ? 

Mr.  Morse.  Yes.  The  accrual  will  be  about  $200  million  a year. 

Mr.  Thomas.  There  will  not  be  much  difference  between  the  payable 
and  the  accrual. 

Mr.  Morse.  They  will  come  closer  and  closer  together. 

VOYAGE  LIMITATION 

Mr.  Thomas.  How  many  voyages  will  that  $200  million  give  you? 
What  is  the  limitation  now  ? 

Mr.  Morse.  $200  million  would  be  about  2,600  voyages.  The  pres- 
ent limitation  is  2,225. 

Mr.  Thomas.  You  will  go  up  to  2,600  ? 

Mr.  Morse.  That  is  the  maximum  request  pending. 

Mr.  Thomas.  At  an  annual  cost  of  $200  million  ? 

Mr.  Morse.  Yes. 


_ $7,  369,  951 

_ 3,  000,  000 

_ 26,  400,  000 

_ 26,  400,  000 
$63, 169,  951 
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NEW  SHIPS 

Mr.  Thomas.  How  many  new  ships  will  we  get  built  for  that? 

Mr.  AfoRSE.  That  will  be  the  replacement  of  an  additional  140  in 
exce.ss  of  the  310  that  are  now  subsidized  and  replaceable. 

Mr.  T iioAiAS.  How  many  are  you  going  to  get  built? 

Mr.  Morse.  140,  in  addition  to  those  now  subsidized. 

Mr.  Thomas.  How  many  have  been  built  in  the  last  10  years? 

>Ir.  Morse.  As  you  know,  most  of  the  ships  are  World  War  II  built 
slops,  and  there  lias  been  no  urgent  reason  to  replace  them  in  the 
last  10  years.  During  calendar  year  1958  we  contracted  for  19  new 
cargo  vessels. 

Mr.  Thomas.  If  there  was  not  any  need  for  them,  then  why  the  need 
for  the  subsidy  ? The  whole  subsidy  hung  on  the  proposition  of  build- 
ing new  ships  for  national  defense.  You  did  not  build  any  new  ships, 
so  why  did  you  not  stop  paying  the  subsidy? 

Mr.  Morse.  Building  new  ships  was  only  a part  of  the  1936  act’s 
requirement,  as  you  know. 

Air.  Thomas.  Do  not  assume  that  I know  too  much. 

State  Marine  Schools 

We  will  take  up  now  State  marine  schools. 

Please  insert  pages  13  and  14  in  the  record  at  this  point. 

(The  pages  follow:) 


Program  and  financing 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de- 
crease (— ) 

Program  by  aetivities: 

1.  Grants  for  State  marine  schools 

$190, 000 
320, 200 
149, 800 

$190, 000 
317, 700 
187, 300 

2.  Uniforms,  textbooks,  and  subsistence  of  cadets..  

3.  Maintenance  and  repair  of  vessels 

Total  obligations 

-$2, 500 
+37, 500 

660, 000 

695, 000 

+35, 000 

Financing:  New  obligational  authority.. 

660, 000 

695, 000 

+35, 000 

OJ)ject  classification 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de- 
crease (— ) 

07  Other  contractual  services.  .....  ..  .. 

$149, 800 
510,  200 

$187, 300 
507, 700 

+$37, 500 
-2,  500 

11  Grants,  subsidies,  and  contributions . 

Total  obligations  . . 

660,  000 

695, 000 

+35, 000 
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State  Marine  Schools 


RoQiiost  * 

Additional  funds $35,  000 

Transfer  between  limitations 2,  500 


Total 37,500 

Appropriation  to  date 660,  000 

Obligations  to  Dec.  31,  1958 344,  468 

Expenditures  to  Dec.  31,  1958 246, 257 

Budget  estimate  next  fiscal  year 1, 110,  000 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  purpose  of  this  supplemental  request  is  to  cover  the  cost  of  purchase  and 
installation  of  400  tons  of  permanent  ballast  aboard  the  SS.  State  of  Maine 
(ex-H.S.  Comfort),  cadet  training  vessel. 

For  several  years  the  appropriation  for  State  marine  schools  has  provided 
only  $149,800  for  the  maintenance  and  repair  of  the  four  training  vessels  on  loan 
to  the  States.  Since  the  language  stipulates  this  amount  as  a ceiling,  each  school 
must  perform  the  annual  drydocking  and  repairs  for  no  more  than  $37,450, 
regardless  of  the  condition  of  the  vessel  and  the  extent  to  which  repairs  must  be 
made  in  order  to  place  the  vessel  in  class.  This  amount  is  no  more  than  adequate 
for  normal  voyage  repair  and  it  is  impossible  to  cover  the  cost  of  this  unusual 
requirement  within  the  limitation. 

JUSTIFICATION 

The  requested  funds  are  necessary  to  comply  with  the  revised  temporary 
stability  letter  issued  by  the  United  States  Coast  Guard  valid  only  for  the  1958-59 
winter  season.  The  Coast  Guard,  in  a letter  of  December  3,  1958,  stated  that  at 
the  end  of  this  period  “a  minimum  of  400  long  tons  of  additional  solid  ballast  at 
a vertical  center  of  gravity  of  not  higher  than  5.4  feet  above  the  vessel’s  molded 
baseline  is  required  to  be  installed  to  provide  the  flexibility  in  liquid  loading 
deemed  necessary  to  efficient  operation  of  the  vessel.”  It  is  further  stated  that 
additional  ballast  may  be  necessary  to  offset  the  ve>ssel’s  apparent  limited  evap- 
orator capacity  for  fresh  water  ballast  production,  particularly  if  the  vessel  is 
to  engage  in  transatlantic  voyages.  The  final  amount  of  ballast  is  to  be  agreed 
upon  at  which  time  the  commandant  of  the  ship  will  be  advised.  When  the 
required  solid  ballast  has  been  installed,  a revised  permanent  stability  letter  for 
the  vessel  will  be  issued. 

In  view  of  this  action  it  is  deemed  essential  that  the  funds  herein  requested  be 
provided  in  order  that  the  school  ship  may  be  available  to  carry  forward  the 
required  academic  training. 

The  estimate  of  $37,500  has  been  developed  on  the  following  basis  : 


500  tons  of  solid  ballast $18,  705 

Fabrication  of  frames  to  contain  ballast 8,  750 

Installation  of  ballast  aboard  vessel 10, 000 

Total  estimate 37,  500 


It  is  proposed  to  place  500  tons  of  solid  ballast  aboard  the  vessel  instead  of  the 
400  tons  minimum  Coast  Guard  requirement.  The  additional  ballast  would  thus 
eliminate  the  restriction  against  transatlantic  voyages  in  which  the  vessel  may 
participate. 

There  are  223  cadets  enrolled  in  this  school  and  it  is  essential  that  every  safety 
precaution  possible  be  taken  to  assure  that  not  only  do  the  cadets  receive  the 
best  training  possible  but  that  it  be  done  under  ideal  conditions.  The  criticism 
which  might  result  from  not  taking  minimum  action  as  required  by  the  Coast 
Guard  to  comply  with  regulations  to  place  the  ship  in  proper  class  makes  this  a 
matter  which  cannot  be  deferred.  In  view  of  the  limited  funds  available  for 
normal  maintenance  and  repair  it  is  of  paramount  importance  that  the  requested 
funds  be  provided  to  cover  this  deficiency. 

Of  the  total  requirement,  $2,500  will  be  made  available  by  transfer  of  savings 
in  uniforms,  textbooks,  and  subsistence  allowances  to  the  vessel  repair  limitation. 

Mr.  Thomas.  This  deals  with  the  Maritime  Administration  in  the 
amount  of  $37,500.  You  have  four  State  maritime  academies  in 
Maine,  California,  New  York,  and  Massachusetts  ? 
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Mr.  Morse.  That  is  correct. 

Mr.  Thomas.  F or  Maine,  $37,500  on  a ship  owned  by  whom  ? 

Mr.  Morse.  The  United  States  Government. 

Mr.  Thomas.  And  loaned  to  them? 

Mr.  Morse.  Their  school. 

Mr.  Thomas.  We  loaned  them  the  ships? 

Mr.  Morse.  That  is  right. 

Mr.  Thomas.  And  now  we  are  going  to  fix  it  up  ? 

Mr.  Morse.  It  is  a part  of  our  assistance  to  the  State  maritime 
schools. 

Mr.  Thomas.  We  cannot  deny  that.  If  you  fix  it  up  in  Maine  here 
will  come  New  York,  Massachusetts,  and  California. 

Mr.  Morse.  They  have  ships  of  good  quality. 

Mr.  Thomas.  Did  they  pay  for  it,  or  did  the  Federal  Government 
pay  for  it  ? 

Mr.  Morse.  We  paid  for  most  of  it. 

Mr.  Thomas.  From  your  regular  repair  money.  What  do  we  allow 
a year  for  the  repair  of  ships  ? 

Mr.  Ford.  $35,000. 

Mr.  Thomas.  And  this  is  in  addition  ? 

Mr.  Ford.  This  is  an  additional  item. 

Mr.  Thomas.  They  are  going  to  have  to  come  back,  the  other  three? 

Mr.  Ford.  They  do  not  require  this.  This  is  a special  one-time 
requirement. 

Mr.  Thomas.  Mr.  F ord,  they  do  not  require  it  today.  They  may 
require  it  next  year  when  they  see  that  Maine  gets  this  $37,500.  Do 
you  not  think  that  that  will  help  them  require  it  ? 

Mr.  Morse.  That  will  be  an  inducement  to  them. 

Mr.  Thomas.  You  are  getting  practical  now. 

Salaries  and  Expenses 


Program  and,  financing 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de- 
crease (-^) 

Program  by  activities: 

1.  Administrative  expenses 

$7, 632, 500 
705,450 
714, 650 
36,  900 
6,  241, 000 
-218,282 
-805,  500 

$7,  632, 500 
740, 450 
714,  650 
36,  900 
6, 206, 000 
-218,282 

2,  Maintenance  of  shipyard  facilities 

3.  Operation  of  warehouses  _ 

-f$35, 000 

4.  Maintenance  of  reserve  training  station.  

5.  Reserve  fleet  expenses 

6.  1959  program  obligated  in  1958 

-35, 000 

Supplemental  required 

-1-805, 500 

Total  obligations 

14, 306,  718 
218, 282 

15, 112, 218 
218,  282 

-^805, 500 

Financing:  1959  appropriation  available  in  1958.. — 

New  obligational  authority. — 

14, 525, 000 

15, 330, 500 

4-805, 500 
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Object  classification 


1959, 

presently 

available 


1959, 

revised 

estimate 


1959,  increase 
(+)  or  de- 
crease (— •) 


MARITIME  ACTIVITIES 


Total  number  of  permanent  positions.-. 

Full-time  equivalent  of  all  other  positions 

-\verage  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions-.i 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel  

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies. 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

13  Refunds,  awards,  and  indemnities-. 

15  Taxes  and  assessments 

Supplemental  required 

Total  obligations 


2,209 

1 

2,055 

1,861 


2,209 

1 

2,055 

1,861 


$12, 363,  700 
5,  000 
131,  700 


$12, 363,  700 
5,  000 
131,  700 


12,  500,  400 
109,  800 
54,  600 
158, 000 
362,  000 
54,  400 
405,  750 
67,  950 
528,  948 
57,  770 
784,  400 
8,800 
19,  400 
-805,  500 


12,  500,  400 
109,  800 
54,  600 
158,  000 
362,  000 
54,  400 
410,  750 
67,  950 
523,  948 
57,  770 
784,  400 
8,  800 
19,  400 


+$5, 000 
'-5,'000 


-1-805,  500 


14, 306, 718 


15, 112,  218 


4-805,  500 


Average  salaries  and  grades 


1957  actual 

1958  actual 

1959  estimate 

General  schedule  grades: 

Average  salary  ...  ...  __ 

$6,115 
GS-8.  0 
$4, 260 

$6, 188 
GS-8. 1 
$4, 697 

$6, 936 
GS-8. 2 
$4,  756 

Average  grade  _ _ 

Ungraded  positions:  Average  salary __ 

Mr.  Thomas.  Now,  we  take  up  salaries  and  expenses. 
We  will  insert  pages  18  and  19  in  the  record  at  this  point. 
( The  pages  follow : ) 

Salaries  and  Expenses 


Request $805,  500 

Appropriation  to  date $14,  525,  000 

Obligations  to  Dec.  31, 1958 $7,  606,  977 

Expenditures  to  Dec.  31,  1958 $7, 163,  510 

Budget  estimate  next  fiscal  year $14,  070,  000 


Employment : 

Average  number  current  appropriation 2,  055 

Number  involved  this  estimate 0 

Actual  employment  Dec.  31,  1958 2,  075 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

1.  To  cover  the  cost  of  pay  increases  granted  by  Public  Law  85-462,  Federal 
Employees’  Salary  Increase  Act  of  1958,  $770,500. 

2.  To  coyer  cost  of  repair  of  hurricane  damage  to  buildings  at  the  Wilmington 
Shipyard,  $35,000. 

1.  Pay  increases  granted  by  Public  Law  85-462,  $770,500 
Analysis  of  additional  costs  attributable  to  Public  Law  85-462  indicate  a gross 
cost  of  $805,500,  the  amount  shown  in  the  1959  column  of  the  1960  budget  estimate 
as  the  supplemental  requirement  for  1959.  However,  since  preparation  of  that 
document,  savings  have  developed  in  the  other  objects  costs  of  the  reserve 
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Hoot  program  which  have  resulted  in  reducing  additional  appropriation  require- 
ments for  pay  raise  costs  by  $35,000. 

There  is  no  possibility  of  absorbing  any  part  of  this  supplemental  without 
making  substantial  reductions  in  employment  above  that  already  planned. 

During  the  year,  this  approi)riation  has  had  to  absorb  $25,000  in  salary  increases 
granted  scientific  and  engineering  x>ei‘sonnel,  and  $135,000  in  salary  increases 
granted  the  wage  board  personnel.  The  estimated  requirement  gives  full  effect 
to  reductions  being  made  during  the  latter  half  of  this  fiscal  year  in  the  mainte- 
nance of  shipyards,  warehouses,  training  station,  and  reserve  fleet  programs  in 
order  to  bring  these  programs  down  to  the  reduced  level  planned  for  fiscal  year 
lOOO. 

The  following  table  indicates  the  distribution  of  the  additional  funds  between 
the  three  limitations  within  the  appropriation  : 


Activity 

Increase 
in  01  and 
related 
costs 

Net 

amount  for 
payment 
to  other 
appropria- 
tions 

Net 

absorption 

Additional 

appropria- 

tion 

required 

Ghang« 
(+)  or  (-) 
from  1960 
budget 

Administrative  expenses  . _ 

$656,  500 

57, 000 
91,  000 

$1, 000 

$657,  500 

57. 000 

56. 000 

Shipyards,  warehouses,  and  training 
stations 

Reserve  fleet  expenses 

Total  salaries  and  expenses. 

$35, 000 

-$35, 000 

804,  500 

1, 000 

35, 000 

770,  500 

-35,000 

2.  Hurricane  damage  repairs,  $35,000 

Hurricane  Helene,  on  September  27,  1958,  caused  considerable  damage  to  the 
roofs  of  buildings  at  the  Wilmington,  N.O.,  shipyard.  Approximately  100,000 
square  feet  of  roofing  on  5 buildings  must  be  either  totally  replaced  or  exten- 
sively repaired.  In  addition,  less  extensive  roof  repairs  and  patching  must  be 
done  on  several  additional  buildings. 

Consideration  is  now  being  given  to  declaration  to  the  GSA  of  the  four  re- 
serve shipyards  as  surplus.  However,  if  such  a decision  is  reached.  Maritime 
will  continue  to  have  responsibility  for  the  maintenance  and  protection  of  the 
properties  for  a period  up  to  one  year  from  the  date  of  the  declaration.  In  view 
of  the  foregoing,  the  repairs  should  be  made  as  soon  as  possible  to  prevent  fur- 
ther damage  to  the  buildings  and  structures  and  to  provide  protection  from  the 
elements  of  costly  machinery  and  materials  stored  in  some  of  the  buildings. 

Mr.  Thomas.  This  is  for  salaries  and  expenses  of  the  Maritime  Ad- 
ministration. You  have  two  items  in  here. 

The  shipyard  got  the  roof  lifted  off  at  Wilmington,  Y.C.  Can  we 
repair  that  for  $15,000  ? 

Mr.  Morse.  Our  best  estimate  is  $35,000.  I think  our  answer  is 
“No”. 

Mr.  Thomas.  The  Pay  Act  is  $770,500.  How  much  of  that  have 
you  absorbed,  or  is  that  the  total  bill  ? 

Mr.  Morse.  We  are  absorbing  $195,000  above  that. 

Mr.  Thomas.  What  was  the  total  bill  then  ? 

Mr.  Morse.  $965,500. 

Mr.  Thomas.  You  have  broken  the  record,  then,  have  you  not? 

Mr.  Morse.  We  hope  to.  We  are  being  squeezed  in  eveiy  direc- 
tion. 

Mr.  Thomas.  Did  you  take  it  from  Pay  Act  money?  Where  did 
you  take  it  from  ? Did  you  take  it  from  other  objects  ? How  did  you 
absorb  the  $195,000  ? 

Mr.  Fisher.  The  major  share  of  that  is  for  wage  board  increases, 
and  we  have  just  had,  to  absorb  it. 

Mr.  Thomas.  Is  that  in  here? 

Mr.  Fisher.  Yes. 
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Mr.  Thomas.  Wliere? 

Mr.  Fisher.  On  page  18,  the  final  paragraph. 

Mr.  Thomas.  You  are  right  and  I am  wrong.  One  hundred  and 
thirty-five  thousand  dollars  is  wage  board  ? 

Mr.  Fisher.  Yes. 

Mr.  Thomas.  So  you  have  not  absorbed  any  of  the  Pay  Act 
increase  ? 

Mr.  Fisher.  $35,000. 

Mr.  Thomas.  There  is  a lot  of  difference  between  that  and  $200,000. 

Mr.  Fisher.  It  is  $60,000.  It  is  $25,000  for  the  scientific  and  engi- 
neering personnel  and  $35,000  in  other  funds. 

Mr.  Thomas.  What  was  your  entire  Pay  Act  increase?  Do  not 
give  me  the  wage  board. 

Mr.  Fisher.  $830,500. 

Mr.  Thomas.  How  much  have  you  absorbed?  You  state  up  here 
it  is  $805,500. 

Mr.  Fisher.  That  is  exclusive  of  the  $25,000  for  the  pay  raise  for 
the  engineering  and  scientific  personnel. 

Mr.  Thomas.  Do  you  have  $25,000  for  that  ? 

Mr.  Fisher.  Yes. 

Mr.  Thomas.  You  have  adsorbed  of  the  pay  raise  for  your  scien- 
tists and  your  regular  civil  service  employees  $60,000  ? 

Mr.  Fisher.  Yes. 

Mr.  Thomas.  And  your  total  base  was  $830,500  ? 

Mr.  Fisher.  That  is  right. 

Mr.  Thomas.  In  addition  to  that  you  have  $135,000  wage  board? 

Mr.  Fisher.  Right. 

Patent  Oeeice 

SALARIES  AND  EXPENSES 


Program  and  financing 


1959, ' ^ 
presently 
available 

' 1959, 

revised 
estimate 

1959,  increase 
(-f ) or  de- 
crease (— ) 

Program  by  activities: 

1.  Administration  of  patent  and  trademark  system  

2.  Printing  and  publication  of  patent  and  trademark  ma- 

terial.. _.  _ _ -.  

$16, 578, 000 

3, 135, 000 
807, 000 
-1,520, 000 

$16, 578, 000 

3, 450, 000 
807, 000 

-f  $315, 000 
-f 1, 520, 000 

3.  Executive  direction  and  administrative  services 

Supplemental  required  for  my  increases  

Total  obligations  ..  

19, 000,  000 
19,  000, 000 

20, 835,  000 
20, 835,  000 

+1, 835, 000 
-f 1, 835, 000 

Financing;  Appropriation  (new  obligational  authority) 

4 
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Object  classification 


1959, 

presently 

available 


1959, 

revised 

estimate 


1959,  mcreaso 
(+)  or  de^ 
crease  (— ) 


ToUil  number  of  permanent  positions 

AveruKe  number  of  all  employees 

Number  of  employees  at  end  of  year., 

01  Personal  services: 


2,310 
2, 210 
2, 165 


2,310 
2, 210 
2, 165 


Permanent  positions 

Other  personal  services 

Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions... 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Total  obligations 


$15, 302, 000 
148, 000 


15, 450,  000 

17. 000 

7. 000 

115. 000 

80. 000 
3, 135, 000 

175. 000 

150. 000 
180,  000 

210. 000 

1, 000, 000 

1. 000 

-1,520,000 


19, 000, 000 


$15, 302, 000 
148, 000 


15, 450, 000 
17, 000 

7. 000 

115. 000 
80,  000 

3, 450, 000 
175,  000 

150. 000 
180, 000, 

210. 000 

1, 000, 000 

1. 000 


20, 835, 000 


+$315, 000 


+1,  520,  OOO 
+1, 835, 000 


Mr.  Thomas.  We  have  a couple  of  items  here  for  the  Patent  Office. 
You  liave  two  items  here,  $1,520,000  to  cover  the  cost  of  pay  increases 
and  $315,000  attributable  to  an  increase  in  the  Government  Printing 
Office  rates  and  an  increase  in  the  number  of  patents. 

Mr.  Watson.  That  is  correct. 

Mr.  Thomas.  You  really  turned  the  work  out;  is  that  correct? 

Mr.  Watson.  That  is  correct,  we  are  beginning  to  do  that. 

Mr.  Thomas.  You  have  for  the  Pay  Act  $1,520,000.  Was  that  the 
total  cost  of  the  Pay  Act  to  you  ? 

Mr.  Watson.  That  is  it. 

Mr.  Thomas.  You  did  not  absorb  any  of  it? 

Mr.  Watson.  We  cannot  absorb  it. 

Mr.  Thomas.  How  many  unfilled  jobs  do  you  have  on  your  staff? 

Mr.  Watson.  We  think  we  have  need  for  additional  personnel. 

Mr.  Thomas.  We  will  insert  pages  6,  7,  and  8 in  the  record  at  this 
point.  , 

(The  pages  referred  to  are  as  follows :)  ; 


I 


Justification  statement 
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ADDITIOXAI.  PKINTING  KEQUIREMENTS  ($315,000) 


Hy  of  Soptoinber  8,  1958,  the  Government  Printing  OflEice  announced 

iiK-reascs  in  rates  for  printing  work  done  for  the  Patent  Office,  retroactively 
effective  with  printing  work  ordered  in  July  1958,  and  thus  applicable  to  the 
entire  tiscal  year  1959.  Increased  costs  for  the  current  fiscal  year  are  estimated 
to  he  .'<s0,()00  for  the  volume  of  patent,  design,  and  trademark  issuances  for  which 
provision  was  made  in  the  current  year  appropriation  at  the  former  prices.  The 
effect  on  the  current  year  budget  is  summarized  as  follows  : 


Provided  for 
in  current 
year  appro- 
priation 

Percent  of 
increase  in 
rates 

Increased 
cost,  current 
year 

OlHriiil  Gnzottc 

$194, 000 

2, 160, 000 
8,  340 
44,  820 

3.11 

$6, 033 

72, 792 
210 

Spocincptlons; 

I’atf'nts 

3.  37 

nosipns 

2.  52 

Trademarks 

2.  81 

1, 259 

Total  (rounded) 

80, 000 

Successful  applications  eventuate  into  patents  and  create  a liability  for 
printing  and  publishing  their  issuance  approximately  6 months  after  allowance. 
Statutory  time  limitations  apply  both  to  the  payment  of  final  fee  by  the  success- 
ful applicant  after  allowance,  and  to  the  issue  of  the  patent  by  the  Patent  Office 
after  payment  of  the  final  fee.  Hence,  the  incidence  of  issuance  after  allow- 
ance is  relatively  uncontrollable  by  the  Patent  Office.  Only  very  limited  leeway 
exists  under  the  statute  for  deferral  of  issuance  by  the  Patent  Office  after  the 
final  fees  are  paid  by  the  applicant.  It  is  not  practicable  to  anticipate  deferral 
of  this  liability  to  1960,  since  such  action  would — 

(a)  create  undue  delay  in  the  issuance  and  publication  of  patents,  con- 
trary to  the  interests  of  both  the  patentees  and  the  public ; 

(ft)  create  risks  of  violating  the  law  requiring  the  issuance  of  patents 
within  prescribed  time  limitations ; 

(c)  cause  costly  disruption  in  the  orderly  processing  of  patents  in  both 
the  Patent  Office,  and  the  Government  Printing  Office,  the  facilities  of  which 
would  need  to  be  overtaxed  early  in  fiscal  1960  to  handle  the  deferred 
volume  of  work  in  addition  to  anticipated  current  volume  of  work,  with 
resultant  probability  of  premium  cost  overtime,  whereas  a substantial  por- 
tion of  processing  capacity  would  be  idled  during  the  last  quarter  of  the 
current  fiscal  year ; and 

(d)  create  added  liability  for  fiscal  1960  not  presently  provided  for  in 
the  1960  budget. 

Considering  the  6-month  time  lag  usually  experienced  between  allowance  of 
the  application  and  the  issuance  of  the  related  patent,  the  estimate  of  48,000 
issues  expressed  in  the  1959  budget,  in  relation  to  estimated  disposals  of  87,000 
applications,  had  been  based  upon  prior  year  experience,  which  showed  that 
approximately  55  percent  of  total  disposals  ultimately  resulted  in  issuance  of 
patents.  The  number  of  successful  applications  in  relation  to  total  applications 
disposed  of  has  been  somewhat  higher  than  originally  estimated,  with  the  result 
that  about  58  percent  of  related  disposals  are  eventuating  into  patents.  Also, 
total  disposals  for  the  period  affecting  the  issuance  for  fiscal  1959  have  been 
running  about  2.3  percent  higher  than  the  original  estimate. 

The  following  summary  establishes  the  probable  issue  of  an  estimated  52,500 
patents  for  which  the  printing  is  chargeable  to  current  year  funds ; 

Actual  issuances,  first  7 months 30,  000 

Estimated  issuances,  balance  of  fiscal  year 22,  500 


Probable  issues  chargeable  to  fiscal  1959  funds 52,  500 

Provided  from  1959  appropriation  (without  regard  to  effect  of  recent 
price  increases) 48,000 


Additional  issuances  not  provided  for. 


4,  500 
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The  estimated  issuance  of  22,500  patents  chargeable  to  the  last  5 months  of 
the  fiscal  year  is  based  on  actual  patent  application  allowances  of  22,569  for 
the  months  of  September  through  January.  This  estimate  is  consistent  with  the 
usual  6-month  time  lag  experienced  between  allowance  of  the  application  and 
issuance  of  the  patent. 

At  an  average  printing  cost  of  $52.50  per  patent,  this  increased  volume  will 
require  an  estimated  sum  of  $235,000  in  addition  to  the  $80,000  which  covers 
price  increases  on  the  volume  of  printing  heretofore  estimated,  or  a total  of 
$315,000  for  printing. 

Mr.  Thomas.  How  many  unfilled  jobs  do  you  have  now  ? 

Mr.  Watson.  We  have  2,200  employees,  having  dropped  52  since  the 
beginning  of  the  fiscal  year.  We  are  on  an  attrition  basis  this  year, 
and  we  will  have  by  the  end  of  the  year,  only  2,165  jobs,  filled  to  keep 
within  our  budget.  We  have  for  the  coming  year  a budgetary  request 
which  will  include  75  additional  jobs  in  the  examining  staff  over  the 
average  number  for  this  year. 

Mr.  Thomas.  Were  you  not  given  some  increase  in  jobs  last  year 
in  1959  over  1958  ? 

Mr.  Watson.  No. 

Mr.  Thomas.  What  was  the  number  of  jobs  you  had  ? 

Mr.  Watson.  We  were  given  a year  of  decreasing  staff. 

Mr.  Thomas.  How  many  minus  jobs  did  you  have  in  1959  under 

1958  ? 

Mr.  Watson.  We  will  have  an  average  of  1,255  in  the  examining 
staff,  whereas  in  1958  we  had  1,270 

Mr.  Thomas.  I am  talking  about  your  total  personnel,  Mr.  Commis- 
sioner. You  had  2,310  for  1959.  What  were  your  total  jobs  for  1958  ? 

Mr.  Watson.  2,255  was  the  average  number. 

Mr.  Thomas.  So  you  had  an  increase  of  about  55  or  60  jobs  from 

1959  over  1958 ; is  that  correct  ? 

Mr.  Watson.  That  is  correct,  comparing  average  employment  for 
last  year  with  total  positions  for  1959.  However,  the  average  number 
employed  during  1959  will  be  2,210,  or  45  fewer  than  the  average  of 
2,255  for  1958. 

Mr.  Thomas.  How  many  vacancies  do  you  have  now  in  all  of  your 
departments,  not  in  examiners  alone  ? 

Mr.  Watson.  I cannot  give  you  the  precise  number. 

Mr.  Thomas.  Can  you  give  me  a litle  guess  and  you  can  straighten 
it  out  later  for  the  record  ? 

Mr.  Watson.  We  will  need  by  the  end  of  the  year  75  additional 
positions  in  the  examining  staff. 

Mr.  Thomas.  You  misunderstood  me.  Do  you  have  any  unfilled 
jobs  as  of  J anuary  1,  or  December  1 ? 

Mr.  Watson.  None  that  we  can  pay  for. 

Mr.  Thomas.  If  you  do  not,  you  are  an  unusual  agency. 

Mr.  Watson.  There  are  no  vacancies. 

Mr.  Thomas.  All  your  jobs  are  filled  ? 

Mr.  Watson.  Yes. 

Mr.  Thomas.  That  is  remarkable. 

Mr.  Watson.  As  a matter  of  fact,  we  are  almost  overfilled. 

Mr.  Jonas.  Your  total  budget  is  $19  million  for  1959,  and  it  is 
up  $22  million  for  1960.  What  is  the  total  in  fees  that  you  collect? 

Mr.  Watson.  About  $7  million. 

Mr.  J ONAs.  And  that  goes  to  the  Treasury  ? 
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Mr.  ATSON.  Yes.  We  have  a bill  pending  in  the  House  tor  an 
increase  in  our  fees. 

Mr.  Jonas.  Has  it  been  running  about  $7  million  for  several  years? 
Mr.  M ATSON.  On  the  basis  of  the  present  schedule ; yes. 

National  Bureau  or  Standards 

CONSTRUCTION  OF  LABORATORIES 


Program  and  financing 


Presently 
available, 
fiscal  year 
1959 

Revised 
estimate, 
fiscal  year 
1959 

Increase 

Propram  by  activities:  Radio  laboratory . 

$50,  207 
-.50,  207 

$70, 000 
-50.  207 

$19, 793 

Financing:  Unobligated  balance  brought  forward..  . . ...  . 

Appropriation  (new  obligation  authority) . . 

' 19, 793 

19,793 

Object  classification 


Presently 
available, 
fiscal  year 
1959 

Reyised 
.estimate, 
fiscal  year 
1959 

1 

Increase 

ALLOCATION  TO  PUBLIC  BUILDIN'~:S  SERVICE,  oeneRAL 
SERVICES  ADMINISTRATION 

07  Other  contractual  services  . . . . 

$50, 207 

$70, 000 

$19,  793 

Mr.  Thomas.  We  will  now  take  up  the  Bureau  of  Standards.,  We 
willplacethe  justifications  in  the  record.  , , , 

(The  justification  follows :) 

Construction  of  Laboratories 

This  additional  appropriation  is  required  to  satisfy  a contractor’s  claim  for 
additional  payments  under  the  terms  of  his  contract  with  the  General  Services 
Administration  for  construction  of  the  National  Bureau  of  Standards  radio 
laboratory  at  Boulder,  Colo. 

In  fiscal  year  1951  an  appropriation  and  contract  authorization  was  made 
available  to  NBS  to  provide  for  the  construction  of  the  radio  laboratory.  The 
construction  funds  were  transferred  to  GSA,  who  awarded  the  construction  con- 
tract to  the  Olson  Construction  Co.  In  June  1953  during  the  course  of  construc- 
tion, the  contractor  filed  a claim  with  GSA  for  additional  payments  which  the 
contractor  claimed  were  due  him  because  of  the  subsurface  conditions  materially 
different  from  those  shown  on  the  drawings  and  specifications.  The  contractor 
claimed  that  these  conditions  required  him  to  spend  more  on  the  caissons  than 
contemplated  in  the  original  bid.  His  claim  as  finally  submitted  was  for 
$81,554.50. 

Based  upon  the  facts  presented  by  the  contractor,  the  claim  was  rejected  by  the 
GSA  Regional  Commissioner  at  Denver,  Colo.  In  December  1953  this  decision 
was  appealed  to  the  GSA  Board  of  Review.  On  August  11,  1958,  the  Review 
Board  found  as  follows : ( 1 ) The  appellant  encountered  a generally  bouldery 
subsurface  condition  which  materially  differed  from  the  subsurface  condition 
shown  by  the  contract  documents,  this  constituting  a changed  condition  within 
the  meaning  of  article  4 of  the  contract;  and  (2)  the  Public  Buildings  Service 
should  determine  the  amount  by  which  this  contract  should  be  modified  to  provide 
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for  any  proper  increase  in  cost  by  reason  of  the  changed  conditions,  which  were 
encountered.” 

This  determination,  reached  during  December  1958,  resulted  in  a final  settle- 
ment of  $70,000.  At  present  NBS  has  $50,207  unobligated  and  available  in  the 
construction  of  laboratories  appropriation.  In  addition  to  this  balance,  an  appro- 
priation of  $19,793  is  required  to  finance  the  payment  of  this  claim. 

NBS  first  became  aware  of  the  pending  claim  early  in  fiscal  year  1956.  Prior 
to  that  time  an  unobligated  balance  of  $90,000  was  transferred  to  the  Weather 
Bureau  for  payments  authorized  under  the  Fringe  Benefits  Act,  this  transfer 
having  been  authorized  by  the  Second  Supplemental  Appropriation  Act,  1955. 
Had  the  pending  claim  been  known  to  NBS,  the  Department  of  Commerce  would 
probably  not  have  proposed  to  make  that  transfer.  Although  an  additional 
appropriation  is  now  required  to  finance  this  claim,  the  total  cost  of  the  radio 
laboratory  has  not  exceeded  the  funding  originally  available  for  the  construction 
of  this  laboratory. 

Mr.  Thomas.  You  have  presently  available  $50,207,  and  you  are 
asking  for  $19,793  more. 

You  say : 

This  proposed  supplemental  appropriation  is  to  liquidate  a contractor’s  claim 
adjudicated  by  the  General  Services  Administration  Board  of  Review. 

You  are  building  a laboratory  out  in  Colorado  and  you  changed 
the  plans  and  specifications.  You  ought  not  to  do  those  contractors 
like  that.  You  see  what  it  costs  Uncle  Sam.  You  didn’t  want  to  pay 
it  so  you  ran  over  to  the  General  Services  Administration  and  they 
got  after  the  Review  Board,  and  now  you  want  $19,793  over  and  above 
what  you  had  to  pay  the  final  award. 

Mr.  Christeller.  That  is  correct. 

Mr.  Thomas.  You  cannot  do  anything  about  it,  can  you? 

Mr.  Christeller.  We  cannot. 

Mr.' Thomas.  You  need  $70,000? 

Mr.  Christeller.  I might  give  you  this  table.  The  original  balance 
was  $121,000.  There  was  a transfer  of  $90,000  from  this  appropria- 
tion to  the  Weather  Bureau. 

Mr.  Thomas.  This  is  the  final  figure  now,  $70,000  damages  by 
virtue  of  the  changing  of  the  terms  of  the  contract  ? 

Mr.  Christeller.  Yes. 

Mr.  Thomas.  It  is  the  foundation,  I understand  ? 

Mr.  Chapman.  That  is  correct. 

Mr.  Thomas.  That  is  the  award,  $70,000? 

Mr.  Chapman.  The  contract  is  all  completed,  and  all  is  settled  ex- 
cept this  one  claim  of  $70,000,  and  when  that  is  paid  that  will  be  all. 

Mr.  Thomas.  Let  us  take  a look  at  your  unexpended  balance. 

Mr.  Christeller.  This  is  a separate  appropriation  for  this  pur- 
pose, and  this  is  the  entire  balance. 

Patent  Office 

PATENT  APPLICATION  WORKLOAD 

Mr.  Jensen.  Approximately  how  many  applications  for  patents 
do  you  have  each  year? 

Mr.  Watson.  About  76,000  in  the  last  several  years,  on  the  average, 
and  currently  about  77,000. 

Mr.  Jensen.  How  many  patents  are  issued  per  year  on  the  average? 

Mr.  Watson.  Well,  we  issue  between  40,000  and  50,000.  About  60 
percent  of  those  applications  which  are  submitted  are  found  to  con- 
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tain  allowable  patentable  subject  matter.  Forty  percent  become 
abandoned. 

81-lARCIlERS  FOR  INFRINGEMENT 

M r.  Jensen.  What  do  you  charge  now  to  search  the  records  for  an 
in  fringement  ? 

Mr.  Wa  TSON.  To  search  the  records? 

Mr.  d ENSEN.  To  determine  whether  an  application  is  an  infringe- 
ment or  not? 

Mr.  AVatson.  We  have  no  service  of  that  nature.  That  is  done  on 
the  outside. 

!Mr.  Jensen.  That  is  done  by  a patent  attorney  ? 

Mr.  AVatson.  On  the  outside. 

Mr.  Jensen.  However,  your  office  force  does  cooperate  with  them 
and  they  do  search  your  records  to  determine  whether  or  not  an  appli- 
cation is  an  infringement  upon  another  patent  ? 

Mr.  Watson.  That  is  correct. 

Mr.  Jensen.  That  is  about  the  only  place  they  have  to  go  to  de- 
termine whether  an  application  for  a patent  is  an  infringement;  is 
that  correct  ? 

Mr.  Watson.  That  is  correct,  sir,  although  copies  of  U.S.  patents 
are  contained  in  bound  volumes  in  many  libraries  of  this  country. 

Mr.  J ENSEN.  They  are  not  complete  ? 

Mr.  Watson.  They  are  not  classified  and  you  cannot  search  them. 
In  our  search  room  we  have  a collection  of  patents,  which  are  thor- 
oughly classified  into  about  50,000  subclasses.  It  is  necessary,  to 
make  an  intelligent  search,  to  go  to  that  subclass  which  includes  those 
patents  in  which  you  are  interested ; otherwise  you  would  be  lost  in  a 
haystack. 

Mr.  Jensen.  In  the  event  a patent  has  been  issued  in  France  and  an 
application  is  made  for  a similar  patent  possibly  just  a little  differ- 
ent, to  our  office  here  in  the  United  States,  is  there  any  reason  why 
such  a U.S.  patent  should  not  be  issued  ? 

Mr.  Watson.  The  invention  was  the  same  in  both  France  and  the 
United  States  ? 

Mr.  Jensen.  Similar,  and  a patent  has  already  been  issued  in 
France.  I have  such  a situation  that  arose  just  recently  where  one  of 
our  constituents  made  application  for  a patent  and  he  was  told  that 
that  patent  has  been  issued  in  France  for  a similar  device.  He  con- 
tended, however,  that  his  device  was  a superior  device  over  and  above 
the  French  patent.  He  was  told  that  because  a patent  had  been  issued 
in  France  for  a similar  device  the  Patent  Office  of  the  United  States 
could  not  honor  an  application  for  such  a patent,  or  issue  such  a 
patent.  What  is  the  situation  ? 

Mr.  Watson.  I think  that  your  constituent  received  very  sound 
advice. 

Mr.  Jensen.  I just  wanted  to  know. 

Mr.  Watson.  The  U.S.  Patent  Office  is  charged  with  knowing  the 
details  of  the  disclosure  of  every  publication  issued  in  every  country 
of  the  world  in  any  language.  In  order  to  issue  a valid  patent  in  this 
country,  the  subject  matter  of  the  application  must  be  new  in  a world- 
wide sense,  so  we  are  charged  with  the  duty  of  searching  the  French 
patents  as  well  as  the  German  patents,  the  Russian  patents,  and  all 
other  patents  in  which  there  might  be  a technological  disclosure  of  a 
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pertinent  character.  If  that  disclosure,  no  matter  in  what  language, 
or  where  published,  anticipates  the  invention  described  in  the  applica- 
tion submitted  in  the  United  States,  we  are  unable  to  issue  a patent. 

]\Ir.  Jexsen.  Now,  that  person  who  got  the  patent  for  that  particu- 
lar device  in  France,  if  he  were  to  make  application  for  a U.S.  patent, 
would  that  be  honored  ? 

Mr.  Watson.  Yes,  if  there  were  no  statutory  bars.  If  he  applied 
for  the  U.S.  patent  within  1 year  of  the  date  of  filing  his  French 
application,  he  would  be  given  a date  of  filing  in  this  country  as  of  the 
date  of  filing  in  France. 

Mr.  Jensen.  Do  you  have  reciprocity  with  all  nations  of  the  world 
on  that  score  ? 

Mr.  Watson.  We  are  one  of  the  parties  to  an  International  Con- 
vention for  the  Protection  of  Industrial  Property  together  with  47 
other  nations ; all  of  the  important  patent-issuing  nations  of  the  world. 
We  have  mutual  obligations  in  many  respects,  so  the  rights  of  the 
U.S.  citizen  in  France  are  the  same  as  the  rights  of  French  citizens  in 
that  country.  The  reverse  is  also  true. 

Mr.  Jensen.  Thank  you.  I can  understand  it  now.  That  is  exactly 
what  your  Patent  Office  told  my  constitutent.  I just  wanted  to  con- 
firm it. 

Maritime  Administration 

STABILIZERS  FOR  NS  “sAVANNAH” 

Mr.  Bow.  ^Ir.  jMorse,  with  regard  to  the  Savannah  item,  why  can- 
not that  item  be  taken  up  in  the  regular  budget  ? 

!Mr.  Morse.  Because  the  ship  will  be  launched  at  the  beginning  of 
July,  and  if  we  are  going  to  install  the  stabilizers,  some  preliminary 
work  has  to  be  done  promptly,  while  the  ship  is  still  in  drydock. 
Also,  there  is  a leadtime  of  a number  of  months  for  the  stabilizers 
themselves  and  we  must  enter  into  a contract  as  soon  as  possible  in 
order  to  have  them  installed  by  the  time  the  ship  is  ready  for  operation. 

Mr.  Bow.  When  did  this  matter  first  come  to  the  attention  of  the 
Maritime  Conmiission '? 

Mr.  Morse.  We  had  it  under  consideration  for  some  time,  but  the 
importance  has  been  enhanced  recenty  bv  our  discussions  with  the 
Atomic  Energy  Connnission’s  Eeactor  Safeguards  Committee  requir- 
ing in  part  that  we  activate  the  reactor  on  a vessel  at  sea,  rather  than 
in  Camden,  as  we  had  originally  planned. 

^Ir.  Bow.  Is  this  a matter  where  the  original  estimate  of  the  cost 
of  the  Savannah  was  too  low  ? 

Mr.  Morse.  No,  sir. 

Mr.  Bow.  Why  was  not  this  discovered  prior  to  this  time  and  why 
does  it  have  to  come  in  on  a supplemental  bill  ? 

Mr.  Morse.  We  have  discussed  it  on  several  previous  occasions, 
but  it  was  concluded  not  to  include  this  particular  item  in  any  of 
our  requests. 

Mr.  Bow.  Why  was  that  determined  ? 

Mr.  Morse.  Primarily  on  the  basis  that  we  wanted  it  included  pre- 
viously for  the  stability  of  the  ship  for  the  comfort  of  the  passengers 
and  the  crew.  Our  recent  discussions  with  the  Atomic  Energy  Com- 
mission, have  brouglit  out  tlie  importance  of  the  stability  of  this 
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prototype  ship  on  tlie  safety  of  the  reactor  and  the  testing  and  opera- 
tion of  the  i*eactor. 

Mr.  P,  ow.  Did  the  plans  of  the  Savannah  originally  call  for  sta- 
bilizei-s  ( 

Mr.M(  )KSE.  No. 

Mr.  B(  )w.  Ayhen  was  it  determined  to  put  them  on  ? 

Ml’.  Mouse.  "We  included  in  the  original  design  of  the  ship  the 
foundations  for  stabilizers,  but  it  has  only  been  in  the  last  2 months 
that  we  got  the  green  light  to  go  ahead  and  ask  for  a language  change. 

Mr.  Bow.  Mdiat  does  this  language  mean : 

The  stabilizers  included  in  the  original  design  of  the  Savannah  were  deleted 
because  of  budgetary  limitations. 

Ml*.  Mouse.  I was  in  error  when  I said  that  we  did  not  consider 
it.  'We  had  $18  million  available  to  us,  and  it  was  a question  of  what 
we  were  going  to  include  in  the  ship  within  our  $18  million.  We  had 
some  “must”  items,  and  this  stabilizer  was  one  of  the  items  that  was 
o])tional.  'We  could  not  accommodate  all  of  the  optional  items,  plus 
the  “must”  items  within  the  $18  million. 

jMr.  Bow.  I do  not  recall  ever  having  had  the  question  of  stabilizers 
]:> resented  to  the  committee.  ‘ 

Mr.  IMorse.  I do  not  think  the  question  of  the  stabilizers  was  a 
]:)ai*t  of  any  particular  request  to  a committee. 

Mr.  Bow.  It  said  it  was  included  in  the  original  design  when  the 
original  plans  were  submitted  to  the  committee.  If  the  plans  were 
examined  you  would  find  there  were  stabilizers  on  them. 

Mr.  Morse.  Our  original  request  was  for  $22  million  and  we  ended 
up  getting  $18  million. 

Mr.  Bow.  That  is  about  the  best  answer  to  be  given  yet. 

Mr.  Morse.  I was  prompted  by  someone  who  knew  the  answer. 

OPERATING-DIFFERENTIAL  SUBSIDIES 

Mr.  Bow.  How  about  these  operating  subsidies?  Are  they  pre- 
pared and  ready  to  go  ? Do  you  have  all  your  bookkeeping  done  and 
investigations  made  so  that  the  only  thing  you  have  to  do  now  is 
to  recheck  ? 

Mr.  Morse.  Between  now  and  the  end  of  the  year  we  will  have 
everything  that  you  mentioned  done.  So  we  will  be  in  a position 
to  make  the  payments. 

Mr.  Bow.  At  the  end  of  the  fiscal  year? 

Mr.  Morse.  Fiscal  year. 

Mr.  Bow.  How  much  of  that  do  you  have  ready  right  now? 

Mr.  Morse.  'V^e  have  4 months  to  go  yet.  '\¥e  have  substantially 
all  of  it  done. 

Mr.  Bow.  These  go  back  as  far  as  1955  and  1956  ? 

Mr.  Morse.  Yes,  and  some  even  earlier. 

^Ir.  Bow.  And  these  are  obligations  of  the  U.S.  Government  that 
must  be  paid  ? 

Mr.  Morse.  Yes,  contractual  obligations. 

]\Ir.  Bow.  'Wliich  either  have  to  be  paid  now  or  sometime  in  the 
future  ? 'We  do  not  pay  interest  on  them  ? 

Mr.  Morse.  We  do  not  pay  interest. 
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Mr.  Bow.  How  near  current  are  you  now,  Mr.  Morse  ? i 
Mr.  Morse.  For  most  operators  we  are  current  through  1953,  for 
several  operators  we  have  made  final  payments  through  1954,  and 
some  into  1955.  We  are  progressing  with  reasonably  good  dispatch. 

STATE  MARINE  SCHOOLS 

Mr.  Bow.  This  relatively  small  amount  of  $35,000,  is  that  a proper 
matter  for  a supplemental  ? 

Mr.  Morse.  The  State  Marine  School?  | : 

Mr.  Bow.  Yes.  : ' ' * 

Mr.  Morse.  Well,  that  is  a situation  where  the  Coast  Guard  will 
not  permit  the  vessels  to  be  operated  on  the  high  seas  until  they  put 
in  additional  ballast.  j 

Mr.  Bow.  When  did  the  Coast  Guard  first  call  that  to  your  atten- 
tion ? 

Mr.  Morse.  December  of  1958.  This  is  a vessel  which  has  been 
loaned  to  the  Marine  Academy  fairly  recently. 

Mr.  Thomas.  Thank  you  very  much. 

We  have  enjoyed  having  all  of  you. 


Thursda"v,  February  26,  1959. 
MUTUAL  SECUEITY  PEOGEAM 
Development  Loan  Fund 

WITNESSES  ' 

HON.  C.  DOUGLAS  DILLON,  UNDER  SECRETARY  OF  STATE  FOR 
ECONOMIC  AFFAIRS,  AND  CHAIRMAN,  BOARD  OF  DIRECTORS, 
DEVELOPMENT  LOAN  FUND 

DEMPSTER  McIntosh,  managing  1 DIRECTOR,  DEVELOPMENT 
LOAN  FUND 

HART  PERRY,  DEPUTY  MANAGING  DIRECTOR  , FOR  LOAN  OPERA- 
TIONS, DEVELOPMENT  LOAN  FUND 
JOHN  E.  MURPHY,  ASSISTANT  DEPUTY  DIRECTOR-CONTROLLER, 
INTERNATIONAL  COOPERATION  ADMINISTRATION 

Obligations  and  expenditures,  fiscal  years  tp58-59 


[In  thousands] 


Fiseal  year 
1958,  actual 

Fiscal  year  1959 

Through 
January  31, 
actual  , 

Feb.  1-June 
30, 1959, 
estimated 

Total  fiscal 
year  1959 
estimated 

Obligations: 

Loan  and  guarantee  program  . 
Administrative  expenses 

Total  obligations-  . _ 

Expenditures,  net- 

$102, 100 

$246,  530 
'65$ 

$253, 220 
592 

$499, 750 
1,250 

102, 100 
1,500 

..  247,  isi 
16,908 

253, 812 
83, 092 

501. 000 

100. 000 

Program  and  financing 

[In  thousands] 
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Mr.  Thomas.  The  committee  will  come  to  order. 

We  are  delighted  this  morning  to  have  with  us  our  friends  from 
the  mutual  security  program.  It  is  nice  to  have  you  with  us,  Mr. 
Dillon,  the  Under  Secretary  of  State  for  Economic  Affairs  and  Chair- 
man of  the  Board  of  Directoi’s  of  the  Development  Loan  Fund.  Also, 
we  have  with  us  Mr.  Dempster  McIntosh,  the  Managing  Director  of 
the  Development  Loan  Fund,  Mr.  Hart  Perry,  the  Deputy  Managing 
Director  for  Loan  Operations,  and  Mr.  John  E.  Murphy,  the  Assist- 
ant Deputy  Director — Controller  of  the  International  Cooperation 
Administration. 

Gentlemen,  we  are  delighted  to  have  you  and  we  will  be  glad  to 
listen  to  one,  or  all  of  you,  talk  as  long  as  you  want. 

You  bring  a lot  of  sunshine.  We  have  been  having  a lot  of  rain 
around  here  for  the  last  few  weeks  and  are  glad  to  have  you. 

Now,  Mr.  Secretary,  do  you  want  to  talk  to  us  first  ? 

Mr.  DmLON.  If  I may.  I want  to  thank  you  for  letting  me  have 
3 days  of  sunshine  which  I bring  back  with  me.  I have  a prepared 
statement  that  I would  like  to  read  if  that  is  all  right. 

Mr.  Thomas.  You  may  proceed. 

General  Statement 

Mr.  Dillon.  I am  here  today  to  support  the  President’s  request  for 
a mutual  security  program  supplemental  appropriation  of  $225  million 
for  the  Development  Loan  F und. 

Two  years  ago,  the  executive  branch  originally  requested  authoriza- 
tion for  Development  Loan  Fund  appropriations  of  $500  million  for 
fiscal  year  1958  and  $750  million  for  each  of  the  fiscal  years  1959  and 
1960.  Congress  then  authorized  appropriations  of  $500  million  for 
fiscal  year  1958  and  $625  million  for  fiscal  year  1959.  Appropriations 
so  far  enacted  total  $700  million — ^$300  million  beginning  in  fiscal  year 
1958  and  $400  million  beginning  in  fiscal  year  1959.  An  appropriation 
of  $225  million  is  now  sought  against  the  remaining  valid  authoriza- 
tions of  $425  million. 

I should  like  to  make  two  observations  regarding  this  funding  situa- 
tion. First,  while  the  purposes  and  nature  of  the  Development  Loan 
Fund  were  supported  by  Congress,  there  was  also  a feeling  that  the 
Development  Loan  Fund  should  operate  with  minimum  funds  until 
a clear  demonstration  could  be  made  that  more  funds  could  be  used 
effectively. 

Second,  when  Congress  acted  on  the  executive  branch  request  for 
fiscal  year  1959  appropriations  at  the  last  session,  there  had  been  only 
a very  few  months  of  operational  experience  on  which  to  base  our  re- 
quest and  on  which  Congress  could  base  its  action.  There  was  under- 
standably considerable  doubt,  based  on  the  Development  Loan  Fund’s 
record  in  fiscal  year  1958,  as  to  whether  the  DLF  could  make  effective 
use  of  the  full  amount  of  its  $625  million  authorization  for  fiscal 
year  1959.  This  was  a question  which  only  time  and  experience  could 
answer. 

However,  some  of  the  members  of  the  conference  committee  on 
MSP  appropriations  felt  that  with  growing  experience  the  DLF 
could  effectively  use  more  than  the  $400  million  finally  allowed. 
Therefore  there  was  included  in  the  conference  report  an  expression 
of  doubt  regarding  the  sufficiency  of  the  appropriation  and  the  state- 
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me  lit  that  if  additional  funds  were  needed  the  Appropriations  Gdm- 
init tees  of  the  House  and  Senate  would  give  the  recommendations  of 
tlie  executive  branch  earnest  consideration. 

It  mi  gilt  well  be  asked  why  we  have  continued  to  operate  the  DLF 
at  a level  which  has  exhausted  its  funds  many  months  before  the 
next  fiscal  year’s  appropirations  could  be  expected.  I should  like  to 
einjihasize  that  this  was  a decision  made  personally  by  the  President. 
Our  national  interest  required  that  we  meet  the  most  urgent  needs 
of  our  allies  and  friends  for  help  in  their  economic  growth.  How- 
ever,  while  the  Congress  had  reduced  the  original  request  sharply,  the 
conference  committee  had  indicated  the  possibility  of  supplemental 
action. 

The  President  is  requesting  a supplemental  appropriation  for  the 
Development  Loan  Fund  at  this  time  because  the  DLF  has  made  loan 
commitments  amounting  to  virtually  all  of  its  available  capital. 
Until  it  receives  additional  funds  the  Development  Loan  Fund  will 
be  able  to  approve  practically  no  more  loans.  This  situation  is 
graphically  illustrated  on  page  2 of  the  presentation  book  prepared 
for  this  connnittee. 

THE  DEVELOPMENT  LOAN  FUND  AS  A PRINCIPAL  INSTRUMENT  OF  FOREIGN 

POLICY 

In  order  to  appreciate  why  the  executive  branch  attaches  such  im- 
portance to  this  supplemental  request,  I think  it  might  be  helpful  to 
describe  very  briefly  the  origins  and  purposes  of  the  Development 
Loan  Fund.  As  you  know,  it  was  created  by  the  Congress  in  August 
1957  following  searching  examinations  by  the  executive  branch  and 
by  the  Congress  of  our  foreign  policy  objectives.  This  review  con- 
cluded that  a new,  specialized  institution  was  needed  to  provide  loans 
for  the  economic  development  of  the  newly  independent  and  other 
imderdeveloped  countries.  In  a short  time,  the  DLF  has  become, 
as  intended  by  Congress,  a principal  instrument  of  U.S.  foreign  eco- 
nomic policy. 

THE  ECONOMIC  DEVELOPMENT  OF  THE  LESS-DEVELOPED  AREAS 

Today,  the  underdeveloped  two-thirds  of  the  free  world  is  pushing 
forward  in  a massive  effort  to  secure  a better  life.  The  action  of 
Congress  in  establishing  the  DLF  was  taken  in  recognition  of  the  fact 
that  their  exploding  economic  aspirations  pose  a challenge  to  the 
entire  free  world:  What  economic  and  political  systems  will  these 
people  ultimately  choose  in  their  struggle  against  poverty?  Will 
they  succumb  to  the  antihuman  materialistic  system  contrived  by  40 
years  of  communism  or  will  they  find  their  way  under  the  principles 
of  individual  liberty  and  political  freedom  which  Western  civilization 
has  painfully  evolved  through  centuries  of  effort  ? 

SINO-SOVIET  ECONOMIC  OFFENSIVE 

The  Sino- Soviet  bloc  is  well  aware  of  the  opportunities  presented 
by  this  situation.  From  1954  to  1958  the  bloc  signed  agreements  with 
18  underdeveloped  countries  for  $2.4  billion  in  economic  and  military 
credits  and  grants,  of  which  $1.6  billion  was  for  economic  aid.  This 
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does  not  include  $300  million  of  aid  to  Yugoslavia  which  was  can- 
celed when  Yugoslavia  maintained  her  refusal  to  accept  Soviet 
domination. 

Mr.  Thomas.  Does  that  mean  that  that  $1,600  million  to  other  coun- 
tries outside  of  Yugoslavia  permits  Russia  to  completely  dominate 
those  countries  to  whom  you  have  loaned  $1,600  million  ? 

Mr.  Dillon.  No,  sir.  It  is  part  of  a pattern. 

Mr.  Thomas.  You  apparently  have  a lot  of  detailed  information 
with  reference  to  Russia’s  loans  to  foreign  countries.  Your  justifica- 
tions allude  to  it  in  a sort  of  left-handed  way.  I would  like  for  you 
to  give  a whole  lot  of  detailed  information,  but  you  can  do  it  at  your 
leisure. 

Mr.  Dillon.  The  increasing  tempo  of  the  Soviet  effort  is  indicated 
by  the  fact  that  agreements  covering  approximately  $1  billion  were 
concluded  in  1958  alone.  This  aid  from  the  Soviet  bloc  is  concentrated 
and  carefully  directed  to  the  most  strategic  and  uncommitted  areas 
of  the  world. 

ESTABLISHMENT  OF  THE  DEVELOPMENT  LOAN  FUND 

In  recognition  of  these  two  major  realities,  the  pressure  for  devel- 
opment and  the  Soviet  economic  offensive.  Congress  declared  in  sec- 
tion 201  of  the  Mutual  Security  Act  establishing  the  Development 
Loan  Fund:  “The  Congress  accordingly  reaffirms  that  it  is  the  policy 
of  the  United  States  * ^ * to  strengthen  friendly  foreign  countries 
by  encouraging  the  development  of  their  economies  * * * and  to 
assist,  on  a basis  of  selfhelp  and  mutual  cooperation,  the  efforts  of 
free  peoples  to  develop  their  economic  resources  and  to  increase  their 
productive  capabilities.” 

THE  DLF  SUPPLEMENTS  OTHER  FINANCING 

The  DLF  was  created  as  a needed  supplement  to  existing  institu- 
tions—-the  World  Bank,  the  International  Monetary  Fund,  the  Inter- 
national Finance  Corporation,  the  Export-Import  Bank,  and  private 
institutions — and  it  is  carefully  designed  to  avoid  any  possible  dupli- 
cation. It  was  established  to  meet  developmental  needs  which  could 
not  be  met  in  other  ways  and  it  has  been  doing  this  job  now  for  a 
year  in  a highly  effective  way. 

DEVELOPMENT  LOAN  FUND  OPERATIONS 

The  Development  Loan  Fund  is  designed  and  operated  to  meet 
the  particular  requirements  of  long-term  economic  growth.  Its 
financing  is  exclusively  in  the  form  of  loans  or  other  forms  of  credits ; 
it  does  not  make  grants.  It  makes  loans  only  for  specific  projects 
and  there  is  a separate  loan  agreement  on  each  project  tailored  to  the 
particular  situation.  Its  repayment  terms  are  flexible.  In  recog- 
nition of  the  fact  that  at  the  present  time  foreign  exchange  is  a crit- 
ically short  resource  in  many  of  the  less  developed  countries,  repay- 
ment in  local  currencies  is  permitted.  The  DLF  does  not  program 
in  advance,  annual  levels  of  assistance  for  particular  countries.  It 
foscuses  the  primary  responsibility  for  development  on  the  govern- 
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iiuMits  or  private  l)usiiiessinen  concerned  by  responding  only  to  sound 
proposals  whicli  they  submit. 

( ’ongr(‘ss  sha])ed  tlie  DLF  in  other  ways  so  as  to  enable  it  to  operate 
in  a business-like  manner.  The  DLF  is  not  required  to  obligate  its 
capital  within  any  specified  time  period;  it  can  obligate  funds  when 
it  is  convinced  that  efficient  use  can  be  made  of  them  in  connection 
with  particular  projects.  It  is  a revolving  fund  able  to  relend  its 
ri‘payments  and  earnings.  And  it  is  now  a semi-independent  Govern- 
iiKMit.  corporation  chaired  by  myself  and  having  as  its  other  directors 
the  (4iairman  of  the  Board  of  the  Export-Import  Bank,  the  U.S. 
Executive  Director  of  the  IBBD,  the  Director  of  the  ICA  and  the 
Managing  Director  of  the  Fund.  This  corporate  form  not  only  sub- 
jects tlie  DLF  to  the  reporting  and  financial  requirements  of  the 
Government  Coi’poration  Control  Act,  it  also  gives  it  an  identity 
whicli  emphasizes  its  distinct  business-like  role  in  carrying  out  U.S. 
foreign  policy. 

DLF  EXPERIENCE  AND  STATUS 

The  DLF  now  has  behind  it  13  months  of  active  experience.  Al- 
though its  establishment  was  authorized  in  the  fall  of  1957,  there 
was  a necessary  preparatory  period  before  actual  operations  could 
get  underway.  As  a result  it  was  unable  to  handle  loan  requests 
until  January  1958,  with  one-half  of  fiscal  year  1958  remaining.  We 
now  have  the  experience  which  we  believe  demonstrates  beyond  any 
doubt  the  need  for  the  remainder  of  the  $625  million  originally  re- 
quested and  authorized  for  appropriation  beginning  in  fiscal  year 
1959.  We  now  have  not  only  a measure  of  the  amount  of  development 
financing  that  can  be  usefully  undertaken,  but  we  also  have  a measure 
of  the  Development  Loan  Fund’s  own  ability  to  make  useful  loans. 
F urthermore,  we  have  a measure  of  the  great  importance  of  this  pro- 
gram in  the  conduct  of  our  foreign  policy. 

As  you  will  note  from  the  chart  on  page  2 of  the  presentation 
book,  the  Development  Loan  Fund  had  taken  under  consideration 
proposals  totaling  $2.8  billion  by  the  end  of  January  1959.  The 
$2.8  billion  represents  573  separate  applications  from  55  countries. 
It  also  represents  screened  proposals  and  excludes  many  applications 
and  inquiries  that  were  clearly  inappropriate  for  DLF  financing  at 
the  outset.  All  have  passed  a preliminary  review  indicating  that 
they  are  the  type  of  projects  which  appear  to  be  eligible  under  DLF 
criteria  subject  to  the  outcome  of  an  intensive  evaluation. 

From  this  total,  $602  million  in  proposals  were  later  withdrawn, 
transferred  to  other  interested  financing  institutions,  or  found  on 
further  examination  to  be  inappropriate  for  DLF  financing. 

As  of  February  19,  1959,  somewhat  later  than  the  January  31  cut- 
off date  in  the  presentation  book,  $684  million  of  this  total  had  been 
committed  for  specific  sound  loans.  As  Chairman  of  the  Board,  I 
have  gone  over  each  commitment  together  with  my  colleagues  and 
am  satisfied  that  they  are  technicaly,  economically,  and  financially 
sound  and  will  contribute  to  economic  growth.  You  can  obtain 
an  impression  of  their  worth  and  variety  from  the  individual  de- 
scriptions which  begin  on  page  17  of  the  presentation  book. 
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COMMITMENTS  AND  OBLIGATIONS 

I should  like  to  emphasize  that  DLF  funds  are  cornmitted  when 
the  Board  of  Directors  approves  a loan.  The  commitment  repre- 
sents approval  of  an  applicant’s  proposal  and  a decision  to  use  funds 
for  that  purpose.  These  commitments  become  morally  binding  on 
the  United  States  when  a letter  of  advice  is  issued  to  the  borrower 
usually  1 or  2 weeks  after  the  original  action  by  the  Board  of  Di- 
rectors. Once  so  committed,  funds  are  no  longer  available  for  fur- 
ther lending.  An  obligation  is  formally  recorded  at  a later  stage 
when  the  final  detailed  loan  agreement  is  signed.  As  of  February 
19, 1959,  these  formal  obligations  total  $409  million. 

Mr.  Thomas.  May  I interrupt  you  there?  Your  jusifications  al- 
lude to  that  once  or  twice,  but  they  are  quite  indefinite.  What  is 
that  period  of  time,  12  to  18  or  24  to  36  months?  You  are  quite 
indefinite.  What  is  the  usual  period?  You  have  four  or  five  steps 
that  you  can  go  through. 

Mr.  Dillon.  The  steps  are,  first,  the  Board. 

Mr.  Thomas.  Your  justifications  are  perfectly  clear  as  to  the  steps. 
What  about  the  time  limit  ? 

Mr.  Dillon.  The  time  limit  between  a letter  of  advice  and  the 
loan  obligation  is  now  running  in  the  Development  Loan  Fund  about 
90  to  120  days. 

Mr.  Thomas.  Do  you  mean  until  the  loan  agreement  is  signed? 

Mr.  Dillon.  Yes. 

Mr.  Thomas.  How  much  additional  time  is  required  before  the  dirt 
starts  flying  ? 

Mr.  Dillon.  We  have  not  had  very  much  experience  on  that,  but 
the  average  experience  in  both  the  World  Bank  and  the  Export- 
Import  Bank  in  similar  projects  over  many  years  is  that  after  the  loan 
agreement  is  signed  they  spend  about  10  to  15  percent  of  the  money 
in  the  first  year,  and  the  total  amount  runs  over  a period  of  usually 
3 to  4 years,  so  we  would  assume  that  we  would  have  very  similar 
results. 

Mr.  Thomas.  I assume  that  a large  part  of  your  preliminary  work 
is  done  before  your  approval  is  really  granted  in  the  final  form,  and 
the  period  from  then  until  when  the  dirt  starts  flying  is  another 
indefinite  period.  I got  the  impression  that  was  a considerable  length 
of  time,  18  months  or  2 years. 

Mr.  I)iLLON.  I would  not  think  anywhere  near  as  long  as  that. 

Mr.  Thomas.  What  is  your  guess  on  that  ? 

Mr.  Dillon.  We  analyze  things  just  the  same  way  as  the  Export- 
Import  Bank  and  the  World  Bank  do,  and  our  experience  should  not 
be  any  different  from  theirs. 

Mr.  Thomas.  It  should  not  be. 

Mr.  Dillon.  It  should  not  be,  and  they  spend  on  development 
projects  about  10  to  15  percent  of  their  money  in  the  first  year. 

Mr.  Thomas.  Would  you  say  for  all  practical  purposes  there  is  about 
a year’s  delay  ? 

Mr.  Dillon.  F or  all  practical  purposes. 

Mr.  Thomas.  That  is  not  too  bad. 

Mr.  Dillon.  I would  like  to  say  one  other  thing,  the  time  between 
the  letter  of  advice,  which  is  the  moral  commitment  of  the  Govern- 
ment, and  the  actual  loan  agreement  being  signed,  which  we  say  now 
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is  avera^in^  90  to  120  days  for  us,  averages  60  to  90  days  for  the  Ex- 
])ort-Import  Bank. 

Mr.  T H0]vtAS.  Would  it  be  a fair  assumption  to  say  from  the  time 
of  the  letter  of  intent  until  the  dirt  starts  flying  in  your  first  effort 
it  is  anywhere  from  15  to  18  months  ? 

Mr.  T)ilix)N.  I would  say  about  15  months. 

Mr.  Thomas.  Is  that  guess  too  far  off  ? 

Mr.  Dillon.  About  15  months.  I think  that  that  is  about  right. 
I would  say  about  15  months. 

Mr.  Thomas.  That  clarifies  a certain  part  of  your  justifications. 

Mr.  Dillon.  As  of  today,  the  Development  Loan  Fund  has  on  hand 
for  possible  further  loans  only  $14.9  million  while  there  are  more  than 
$1.5  billion  in  screened  proposals  on  hand  and  under  consideration. 

To  complete  the  current  picture  of  the  Development  Loan  Fund’s 
fiscal  status,  expenditures,  which  for  a bank  mean  disbursements 
against  loan  agreements  pursuant  to  implementation  instructions,  are 
now  just  beginning.  As  of  February  19,  total  expenditures  were 
$19.4  million.  The  projections  for  expen toures  during  the  forth- 
coming months  show  a steady  increase. 

This  statistical  picture  of  the  DLF’s  activity  does  not  begin  to  sug- 
gest all  that  has  been  accomplished.  While  the  DLF  processed  more 
than  $2.8  billion  in  proposals,  approved  $684  million  and  turned  away 
$602  million  after  more  intensive  review,  it  was  also  developing  its 
staff  organization  and  its  basic  methods  of  operation.  The  DLF  is 
now  a going  concern  fully  capable  of  carrying  out  the  mission  assigned 
to  it  by  law.  Its  procedures  are  designed  to  insure  businesslike  opera- 
tions in  accordance  with  the  criteria  specified  by  law.  These  proce- 
dures are  described  on  pages  7 through  9 of  the  presentation  book. 

These  are  the  essential  facts  that  underlie  our  appearance  before  you 
at  this  time. 

They  show,  first,  that  the  DLF  has  used  up  practically  all  of  its 
lending  capital.  Without  additional  funds  it  can  approve  virtually 
no  more  loans.  The  DLF  has  only  about  2 percent  of  its  present  cap- 
ital available  for  additional  loans. 

Second,  the  experience  of  the  last  year  and  particularly  of  the  last 
7 months  should  dispel  earlier  doubts  that  the  DLF  would  be  able  to 
handle  in  a prudent  way  the  full  $625  million  authorized  for  fiscal 
year  1959.  In  fact,  it  is  now  operating  at  about  a $700  million  annual 
rate. 

Third,  a large  volume  of  urgent  requests  for  help  on  good  projects 
are  on  hand  from  friendly  and  underdeveloped  countries.  It  is 
clearly  in  our  interest  to  assist  these  countries.  Information  on  these 
requests  is  summarized  on  pages  13  and  14  of  our  presentation  book. 

Fourth,  the  $225  million  which  we  are  now  requesting  would  enable 
the  DLF  to  complete  the  original  2-year  trial  period  set  up  by  the 
Congress  without  serious  interruption. 

Fifth,  an  interruption  in  the  operations  of  the  DLF  will  endanger 
the  objectives  of  U.S.  foreign  policy.  The  additional  $225  million 
requested  is  required  to  enable  the  DLF  to  continue  to  extend  the 
assistance  needed  to  enable  the  less  developed  countries  of  the  world 
to  maintain  a minimum  safe  rate  of  economic  progress. 

Let  me  close  by  saying  that  we  stand  ready  to  provide  you  with  any 
further  information  you  may  wish  regarding  this  request.  The  un- 
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classified  presentation  books  supply  additional  detail.  Ambassador 
McIntosh,  the  managing  director  of  the  Development  Loan  Fund  is 
with  me,  and  he  and  his  staff  are  prepared  to  supply  whatever  further 
information  you  may  require. 

Mr.  Thomas.  That  was  a nice  comprehensive  statement  and  is  very 
much  to  the  point  and  we  are  very  grateful  to  you  for  it. 

Justification  of  the  Estimate 

At  this  point  we  will  insert  pages  1 through  15  of  your  justifications. 

( The  pages  referred  to  follow : ) 


DEVELOPMENT  LOAN  FUND 

Countries  Submitting  Applications  Thru  January  31, 1959 


Tbtol  Appllcationt..„$ 2,823  million 


411 
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Development  Loan  Fund 

SUMMARY 


Futulinf/  request 

The  executive  branch  proposes  that  the  capital  of  the  Development  Loan 
Fund  h(*ing  increased  by  $225  million  through  a fiscal  year  1959  supplemental 
appropriation. 

Two  hundred  and  twenty-five  million  dollars  constitutes  the  unappropriated 
IMu-tioii  of  the  funds  authorized  to  be  made  available  to  DLP  beginning  in  fiscal 
year  1959. 

The  DLF  is  virtually  loaned  out.  About  $679  million  of  the  $700  millioh  pres- 
ently available  to  it  was  specifically  committed  for  loans  by  January  31,;  1959. 

It  is  important  to  U.S.  foreign  policies  that  the  DLF  not  be  compelled  to 
interrupt  its  high  priority  lending  program. 

I.oan  proposals  under  consideration  and  on  hand  totaled  about  $1.5  billion 
as  of  January  31,  1959.  These  proposals  have  all  passed  a preliminary  screening. 

Role  and  nature  of  DLF 

The  Development  Loan  Fund  is  an  independent  Government  corporation  gov- 
erned by  a Board  of  Directors  who  are  subject  to  the  foreign  policy  guidance 
of  the  Secretary  of  State. 

Th(?  DLF  concentrates  in  one  element  of  the  mutual  security  program,  invest- 
ment capital  for  development  of  the  less-developed  countries  of  the  world. 

It  is  the  principal  instrument  of  the  U.S.  Government  charged  with  this 
objective.  ' 

It  provides  financing  for  sound  development  projects  through  loans  and  other 
forms  of  credit ; it  does  not  make  grants  nor  does  it  directly  purchase  Equity 
securities.  ! 

The  DLF  supplements  and  does  not  compete  with  existing  sources  of  financing. 

It  accepts  repayment  in  local  currencies  where  warranted.  , ; 

Repayment  in  local  currencies  permits  borrowers  to  secure  financing  that  Would 
not  otherwise  be  available  for  sound  projects.  It  does  not  interfere  with  a coun- 
try’s capacity  to  repay  Export-Import  Bank  and  World  Bank  (IBRD)  !loans 
and  foreign  private  investment. 

The  DLF  is  not  designed  to  allocate  funds  annually  in  advance  by  country. 
It  finances  only  specific  proposals  for  development  programs  and  projects  that 
are  economically,  technically,  and  financially  sound. 

As  with  other  lending  institutions,  the  DLF  can  use  capital  received  in  liepay- 
ment  of  principal  and  payment  of  interest  for  relending  purposes  in  the  manner  of 
a revolving  fund.  ; 

DLF  funds  are  committed  and  are,  therefore,  unavailable  for  other  uses,  when 
a specific  project  loan  or  a loan  program  for  a country  is  approved.  Obligations 
are  formally  recorded  at  a later  stage  when  a loan  agreement  is  signed. 

DLF  actively  supports  U.S.  and  local  private  investment  in  less-deveiloped 
countries  through  guarantee  of  private  loans,  seeking  private  investors  interested 
in  loan  participations,  making  direct  loans  to  private  enterprises,  financing  the 
basic  public  facilities  on  which  private  enterprise  relies  and  supporting  the  gyowth 
of  potential  markets  by  helping  to  raise  incomes.  i 

DLF  progress  and  accomplishments  j 

In  about  1 year  of  active  operations  the  DLF  has  become  a functioning  lending 
institution.  i 

It  approved  70  separate  loans  for  projects  in  34  countries.  J 

After  preliminary  screening,  the  DLF  took  under  consideration  more  than  $2.8 
billion  in  applications. 

Further  review  resulted  in  the  rejection  or  transfer  to  other  financing  institu- 
tions of  more  than  $600  million  of  this  total. 
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LOAN  COMMITMENTS 

As  of  January  3J,  1959 

($  Millions) 


Total $679 

MAJOR  COUNTRIES 


$175.0 
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St  itus  of  development  loan  fund  lending  ivith  respect  to  lending  authority 


[In  thousands  of  dollars] 


End  of  fiscal 
year  1958 
(actual) 

As  of  Jan.  31, 
1959  (cumu- 
lative) 

LcMi'iine  authority  available: 

ApprofTiatod,  fiscal  year  1958 

$300, 000 

$300, 000 
400, 000 
-1,  250 
148 

.\pi'roT'riate'l.  fiscal  year  1959 _ 

Li‘ss  administrative  expenses 

AcctirhI  interest  and  fees  received 

Total  lendinej  authority 

300, 000 

698,  898 

Commitments  against  lending  authority: 

Loans  and  guarantee  avreements  signed  (obligations) 

102, 100 
165,  536 

348, 630 
330, 476 

Loan  commitments  not  yet  signed 

Total  commitments  against  lending  authority 

267,  636 

679, 106 

Uncommitted  authority 

32,  361 

19, 792 

STATUS  OF  PROPOSALS  TAKEN  UNDER  CONSIDERATION 
[In  thousands  of  dollars] 

Commitments  against  lending  authority  (cumulative)- 

$267,  636 
1,63L  232 
312, 448 

$679, 106 
1,  .’^47, 441 
601,  753 

Proposals  under  consideration  and  on  hand  (end  of  period) . . 

Proposals  no  longer  under  consideration  (end  of  period).—  . . . _ 

Total  proposals  received  (end  of  period) __  

2,215,316 

2, 828, 300 

KOLE  AND  NATURE  OF  THE  DLF 

'The  Development  Loan  Fund  is  an  independent  Government  corporation,  estab- 
lished under  the  Mutual  Security  Act  of  1958  and  subject  to  the  Government 
Corporation  Control  Act  and  governed  by  a Board  of  Directors.  The  Board  con- 
sists of  the  Under  Secretary  of  State  for  Economic  Affairs,  Chairman ; the 
Director  of  the  ICA ; the  U.S.  Executive  Director  of  the  IBRD,  who  is  also  an 
Assistant  Secretary  of  the  Treasury ; the  President  of  the  Export-Import  Bank ; 
and  the  Managing  Director  of  the  DLF.  The  Board  carries  out  its  responsibili- 
ties subject  to  the  foreign  policy  guidance  of  the  Secretary  of  State. 

Role  of  the  DLF 

The  Development  Loan  Fund  concentrates  in  one  component  of  the  mutual 
security  program  investment  capital  to  be  used  in  accelerating  growth  in  the 
less  developed  economies  of  the  world.  It  is  the  principal  instrument  of  the 
U.S.  Government  charged  with  this  objective. 

Authorized  by  the  Congress  approximately  18  months  ago  and,  after  a period 
of  organization,  in  active  operation  for  about  1 year,  the  Development  Loan  Fund 
has  certain  features  which  are  unique  on  the  international  financing  scene. 

The  DLF  acts  only  when  financing  from  other  free  world  sources  is  unavailable 
on  reasonable  terms.  Thus,  by  statutory  requirement  and  administrative  prac- 
tice, it  supplements  and  does  not  compete  with  existing  sources  of  capital. 

Because  the  DLF  is  able  to  provide  financing  on  flexible  terms,  it  can  realis- 
tically adapt  its  repayment  requirements  to  the  capacities  of  borrowers  in 
underdeveloped  areas,  many  of  whom  cannot  meet  the  terms  which  existing 
sources  of  capital  must  impose.  A principal  feature  in  this  connection  is  the 
authority  of  the  DLF  to  accept  repayment  in  local  currencies  where  warranted. 
When  authorized,  local  currency  repayment  also  avoids  undue  impairment  of  a 
country’s  present  or  future  capacity  to  service  in  hard  currencies  loans  and 
investments  extended  by  the  International  Bank  for  Reconstruction  and  Devel- 
opment (IBRD),  the  Export-Import  Bank,  and  external  loans  by  private  indi- 
viduals and  institutions. 
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Type  of  operations 

The  DLF  also  represents  certain  significant  departures  in  the  manner  in  which 
the  U.S.  Government  provides  development  financing. 

Prior  to  fiscal  year  1958,  development  financing  in  the  mutual  security  program 
was  provided  on  both  a grant  and  loan  basis.  The  DLF  is  authorized  to  extend 
only  loans,  credits,  guarantees,  and  other  forms  of  financing,  excluding  grants 
or  direct  purchases  of  equity  securities.  The  DLF  can  enter  into  credit  arrange- 
ments with  foreign  governments,  private  American  and  foreign  business  enter- 
prises and  international  organizations,  either  singly  or  combined. 

Unlike  the  annual,  advance  allocation  of  funds  by  country,  which  existed  under 
previous  mutual  security  development  financing,  the  DLF  makes  no  advance  al- 
locations, but  is  intended  to  act  only  on  specific  development  proposals.  Such 
proposals  can  be  for  technically  and  economically  sound  projects  or  programs 
which  contribute  to  the  productive  growth  of  the  country  in  which  they  are  lo- 
cated. Loans  are  made  only  on  the  basis  of  firm  commitments  by  the  borrower 
to  repay  and  upon  a finding  that  there  are  reasonable  prospects  for  repayment. 

Funding  structure 

Unlike  other  elements  of  the  mutual  security  program,  the  DLF  is  a revolving 
fund.  Funds  made  available  to  it  by  the  Congress  need  not  be  obligated  within 
a specific  period  of  time.  Such  funds,  together  with  repayments  and  earnings, 
become  a part  of  the  organization’s  capital  structure  to  be  used  as  required. 

At  the  present  time,  the  DLF  is  capitalized  with  appropriations  authorized  in 
section  203  of  the  Mutual  Security  Act  of  1954,  as  amended.  Out  of  the  $1,125 
million  authorized  therein,  of  which  $500  million  could  have  become  available 
in  fiscal  year  1958  and  $625  million  in  fiscal  year  1959,  a total  of  $700  million  has 
been  appropriated  by  the  Congress ; $300  million  of  this  amount  was  made  avail- 
able for  use  beginning  in  fiscal  year  1958  and  $400  million  beginning  in  fiscal 
year  1959. 

It  should  be  noted  that  DLF  capital  will  in  time  be  composed  of  foreign  cur- 
rencies as  well  as  dollars  received  in  repayment.  Under  existing  agreements 
with  the  countries  of  issue,  the  DLF  will  be  free  to  lend  these  currencies  for  local 
development  activities  or  sell  these  currencies  to  other  agencies  of  the  U.S.  Gov- 
ernment for  their  use.  Agreements  also  provide  for  use  of  such  currencies  to 
finance  local  exports  and  for  their  conversion  into  other  currencies  upon  agree- 
ment with  the  country  whose  currency  is  involved. 

Internal  organization  and  staffing 

The  DLF  operates  through  four  basic  organizational  units  in  addition  to  the 
office  of  Managing  Director.  The  Office  of  the  Deputy  Managing  Director  for 
Finance  and  Development  is  responsible  for  the  development  of  financial  policies 
and  programs  and  for  various  special  programs,  such  as  the  promotion  of  private 
investment  and  of  local  development  banks.  The  review,  negotiation,  and 
implementation  of  specific  loan  proposals  is  the  responsibility  of  the  Office  of 
Deputy  Director  for  Operations.  In  addition,  the  DLF  contains  an  Office  of 
the  Secretary  which  is  responsible  for  maintaining  corporate  records  and  general 
administrative  functions  and  an  Office  of  the  General  Counsel. 

The  small  size  of  the  DLF  staff  reffects  an  effort  to  rely  as  fully  as  possible  upon 
the  technical  and  other  resources  and  services  already  available  in  other  Govern- 
ment agencies  and  private  organizations.  For  example,  the  staff  of  about  65  now 
depends  on  the  ICA  for  the  financial  administration  of  loans,  including  the 
handling  of  disbursements  and  financial  record  keeping.  ICA  also  performs 
financial  audits  of  DLF  loans  and  provides  general  housekeeping  services.  The 
DLF  also  turns  to  ICA,  other  Government  agents  and  private  consulting  firms 
for  enginering  and  other  technical  review  and  advisory  services.  The  DLF 
pays  for  such  services  out  of  its  assets  under  an  annual  administrative  expense 
limitation  contained  in  appropriations  legislation. 

Lending  policies 

The  basic  lending  policies  of  the  DLF  originate  in  specific  statutory  require- 
ments. These  require  that  it  take  into  account  in  any  financial  transaction  (1) 
whether  financing  could  be  obtained  in  whole  or  in  part  other  free  world  sources, 
(2)  the  economic  and  technical  soundness  of  the  activity  to  be  financed,  (3) 
whether  the  activity  gives  reasonable  promise  of  contributing  to  the  development 
of  economic  resources  or  to  the  increase  of  productive  capacities  * * * (4)  the 
possible  adverse  effects  upon  the  economy  of  the  United  States  with  special 
reference  to  areas  of  substantial  labor  surplus  * 
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vSinco  the  purr)ose  of  the  DLF  is  to  help  stimulate  long-range  development,  the 
Board  has  adopted  a number  of  additional  policies  intended  to  reflect  this  basic 
intention.  For  example,  it  normally  does  not  consider:  (1)  Proposals  by  ex- 
port (‘rs  to  finance  sales  to  foreign  buyers  (these  are  referred  to  the  Export-Import 
Bank  where  exports  from  the  United  States  are  involved)  ; (2)  proposals  in- 
volving imports  for  resale;  (3)  working  capital  loans;  (4)  proposals  to  refund 
or  refinance. 

Tt  is  the  DTvF  policy  to  finance  specific  projects  or  programs  where  programs 
involve  collections  of  projects.  Thus,  it  funds  such  sjieciflc  facilities  as  power- 
plants,  manufacturing  facilities,  water  and  sewage  systems,  and  port  improve- 
immts.  Underlying  this  preference  for  projects  is  the  belief  that  financing  for 
a broad  or  loosely  defined  set  of  purposes  or  activities  could  result  in  the  use 
of  funds  for  purposes  which  do  not  contribute  directly  or  efficiently  to  productive 
growth. 

The  DLF  is  normally  reluctant  to  provide  dollars  for  the  financing  of  local 
costs  of  development  activities.  In  those  instances  where  such  financing  is  con- 
sidei-ed,  clear  evidence  is  required  that  such  currencies  cannot  be  made  available 
by  the  borrower  without  serious  damage  to  the  price  and  monetary  situation  in 
the  country  concerned. 

Loan  terms  and  conditions 

Interest  rates  charged  by  the  DLF  normally  are  based  on  the  type  of  project 
involved.  If  the  activity  is  classed  as  economic  overhead  (including  roads, 
ports,  etc.),  a rate  approximating  the  current  cost  of  money  to  the  U.S.  Gov- 
ernment is  used.  Currently  the  rate  for  this  type  of  project  is  3%  percent. 

For  profitmaking  types  of  projects  the  DLF  normally  charges  a rate  com- 
parable to  that  charged  by  the  Export-Import  Bank.  At  the  present  time  this 
rate  is  about  5%  percent. 

Particularly  in  those  cases  where  DLF  funds  are  reloaned  by  intermediaries 
to  local  private  borrowers,  as  in  the  case  of  loans  to  development  banks,  excep- 
tions to  this  general  rate  policy  have  been  necessary  in  order  to  allow  for 
reasonable  charges  by  the  secondary  lender  and  a,  reasonable  rate  to  the  ultimate 
borrower. 

Where  local  currency  repayment  has  been  authorized,  the  borrower  agrees 
to  maintain  the  dollar  value  of  the  original  loan. 

Loan  maturities  are  normally  geared  to  the  useful  life  of  the  facility  to  be 
financed. 

Rerdew  and  approval  procedures 

The  DLF  accepts  applications  submitted  through  U.S.  embassies  or  operations 
missions  overseas  or  submitted  directly  to  the  DLF  in  Washington. 

When  an  initial  loan  proposal  is  received,  it  is  subjected  to  a preliminary 
review  by  the  staff  to  determine  whether,  on  the  face  of  the  information  avail- 
able at  that  point,  the  proposal  is  consistent  with  the  basic  criteria  for  DLF 
financing  and  appears  to  be  sufficiently  sound  and  important  to  warrant  further 
consideration. 

Before  an  intensive  evaluation  of  a proposed  loan  is  made,  a check  is  made  to 
determine  whether  financing  is  available  from  private  financing  sources,  the 
Export-Import  Bank,  the  International  Bank  for  Reconstruction  and  Develop- 
ment or  the  International  Finance  Corporation. 

If  the  proposal  passes  the  preliminary  review  and  financing  is  not  available 
at  reasonable  terms  from  other  sources  a decision  is  then  made  to  subject  it  to 
intensive  review  and  evaluation.  A DLF  Staff  Committee,  consisting  of  a loan 
officer,  an  engineer  and  a lawyer,  is  then  formed  tO'  examine  and  supervise  the 
loan  proposal  through  its  implementation  phase,  if  a loan  actually  results,  or 
until  it  is  rejected. 

The  applicant  is  then  invited  to  submit  such  additional  engineering,  technical, 
financial,  and  other  data  as  is  required  for  this  purpose. 

In  reviewing  the  economic  and  technical  aspects  of  a proposal,  the  DLF  loan 
officers  and  engineers  draw  upon  the  specialized  services  of  the  technical  staffs  in 
ICA,  Export-Import  Bank  and  other  Government  and  private  organizations.  The 
views  of  the  U.S.  Embassies  and  ICA  missions  in  the  country  concerned  are  also 
obtained  and  considered. 

On  completing  its  evaluation,  the  DLF  management  submits  a memorandum  to 
the  Board  of  Directors  recommending  approval,  supported  by  appropriate  justi- 
fication and  documentation.  If  the  Board  reaches  a favorable  conclusion,  it 
adopts  a formal  resolution  recommending  that  the  loan  be  established  and  specifies 
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the  basic  terms  for  the  loan.  The  Board  may  on  the  other  hand  disapprove  the 
proposal  or  send  it  back  to  the  DLF  management  for  further  information,  study 
or  negotiation. 

After  approval  by  the  Board,  the  proposal  is  referred  for  advice  to  the  National 
Advisory  Council  on  International  Monetary  and  Financial  Problems.  The  NAC 
consists  of  the  Secretary  of  the  Treasury,  the  Secretary  of  Commerce,  the  Secre- 
tary of  State,  the  Chairman  of  the  Board  of  Governors  of  the  Federal  Reserve 
System,  the  Chairman  of  the  Board  of  Directors  of  the  Export-Import  Bank  and 
their  representatives. 

Commitment  of  funds 

DLF  funds  are  committed  when  a loan  is  approved;  committed  funds  are  no 
longer  available  for  further  lending. — The  commitment  represents  approval  of  a 
borrower’s  application  and  a decision  to  use  funds  for  that  purpose.  Once  an 
application  has  passed  through  the  approval  stage,  after  considerable  inter- 
change with  the  borrower,  the  possibility  is  extremely  remote  that  it  will  not 
result  in  a firm  loan  agreement. 

In  a few  exceptional  instances,  funds  are  also  committeed  when  a loan  pro- 
gram for  a country  is  approved,  subject  to  approval  of  specific  projects  by  the 
Board  of  Directors.  Loan  agreements  are  executed  against  specific  projects, 
not  against  the  overall  programs. 

EstaMishment  of  loan 

After  a loan  is  approved,  the  Managing  Director  of  the  DLF  takes  the  neces- 
sary steps  to  establish  the  loan.  He  first  sends  to  the  applicant  a letter  which 
formally  advises  him  that  approval  of  his  application  has  been  authorized  ac- 
cording to  specified  loan  terms  and  conditions  (interest  rate  and  schedule,  terms 
of  repayment  of  principal,  obligation  to  maintain  the  value  of  repayment  if  in 
foreign  currency  and  other  basic  conditions ) . 

A loan  agreement  tailored  to  the  specific  project  is  then  prepared  by  the  DLF, 
negotiated,  and  signed.  Formal  obligation  of  funds  is  recorded  on  the  basis  of 
the  signed  loan  agreement. 

Although  formal  obligation  occurs  at  this  stage,  as  indicated  above,  the  DLF 
must  consider  that  funds  are  committed,  and  unavailable  for  further  lending 
when  an  application  is  approved,  a stage  which  precedes  formal  obligation  by 
varying  lengths  of  time. 

Disbursement  and  procurement  methods 

Disbursement  of  DLF  loans  is  made  for  particular  items  or  groups  of  items  or 
services  specified  in  the  loan  agreement  or  subsequent  documents  issued  pur- 
suant to  that  agreement. 

However,  after  a loan  agreement  is  concluded,  the  borrower  normally  must 
prepare  detailed  plans  and  specifications  for  issue  of  tenders  or  bids,  often  with 
assistance  of  consulting  engineers  hired  by  him  for  that  purpose.  He  must 
then  await  the  preparation  of  bids,  evaluate  them  when  received,  award  a con- 
tract or  contracts,  await  the  production  and  shipment  of  necessary  items  and 
begin  necessary  construction  or  installation. 

Since  disbursements  against  DLF  loans  are  normally  made  only  for  purchases 
made  or  services  rendered  and  since  the  completion  of  many  projects,  particu- 
larly in  the  construction  field,  may  take  several  years,  it  is  evident  that : 

(1)  Some  months  will  often  elapse  after  a loan  agreement  is  signed  until 
an  initial  disbursement  is  made ; and 

(2)  Final  disbursement  may  not  be  made  until  3 or  4 years  after  a loan 
agreement  is  concluded. 

DLF  experience,  in  this  respect,  is  expected  to  be  consistent  with  that  of  the 
Export-Import  Bank,  the  IBRD,  and  other  institutions  which  finance  capital 
projects. 

The  DLF  disburses  loan  proceeds  under  one  of  two  procedures.  Under  the 
“letter  of  commitment”  procedure,  the  DLF  addresses  letters  of  commitment 
to  a U.S.  bank  of  the  borrower’s  choosing  in  which  the  DLF  agrees  to  reimburse 
the  bank  for  any  money  paid  by  it  under  letters  of  credit  issued  at  the  direction 
of  the  borrower  for  those  items  of  equipment,  material  or  supplies  described  by 
the  DLF  in  the  commitment  letter.  Under  the  “reimbursement”  procedure,  the 
borrower  uses  his  own  resources  to  pay  for  goods  and  services  and  is  then 
reimbursed  by  the  DLF  on  presentation  of  proof  that  expenditures  have  been 
made  for  the  purposes  specified  by  and  under  the  conditions  of  the  loan. 
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Solicilation  of  bidding  throughout  the  free  world  is  permitted  under  DLF 
loans.  Purchases  are  normally  made  at  the  lowest  competitive  market  price 
f<»r  the  items  j)rocured — (piality,  time  of  delivery  and  other  factors  considered. 
Prior  to  tile  jilacenient  of  any  orders,  the  borrower  is  required  to  furnish  a 
(lescrij)tion  of  the  goods  to  he  purchased  and  the  manner  of  submitting  bids  to 
th(‘  i)urchas(‘r,  unless  this  requirement  is  specifically  waived  in  writing.  This 
information  is  then  normally  disseminated  through  the  Office  of  Small  Busi- 
ness in  the  ICA  for  the  information  of  potential  U.S.  suppliers. 

Jit  ricio  of  economic  feasibility 

In  evaluating  the  economic  soundness  of  proposals  placed  before  it,  the  DLF 
has  recourse  to  information  and  .iudgments  from  within  its  own  staff  and  from 
the  economic  and  technical  staffs  of  ICA,  consulting  engineering  firms  and 
Export-Import  Bank,  the  IBRD,  the  Bureau  of  Reclamation,  and  other  Gov- 
ernment agencies.  The  borrower  is  required  to  submit  sufficient  information  to 
(‘liable  the  staff  readily  to  determine  the  economic  worth  of  a project  in  rela- 
tion to  its  total  costs. 

As  the  conference  committee  report  on  the  Mutual  Security  Act  of  1958  sug- 
gested, however,  lack  of  available  data  in  many  of  the  underdeveloped  countries 
precludes  rigid  adherence  to  any  cost-benefit  formula  and  would  make  difficult 
any  mandatory  application  of  a specific  formula  to  projects  carried  out  in  under- 
developed economies. 

Impact  of  loans  on  U.S.  economy 

Consistent  with  the  statutory  requirement,  the  DLF  examines  the  possible 
adverse  impact  on  the  U.S.  economy  of  proposals  placed  before  it.  In  this  con- 
nection, it  considers  the  anticipated  output  involved,  the  equipment  to  be  procured 
under  the  loan  and  the  method  by  which  the  loan  is  to  be  financed. 

By  and  large,  activities  whose  output  suggests  a potentially  adverse  effect  on 
the  U.S.  economy  are  located  in  the  fields  of  food  and  agriculture  and  industry. 
AVhere  a potentially  adverse  impact  is  foreseen,  the  DLF  staff  consults  with  other 
interested  agencies  svch  as  Agriculture,  Commerce,  Treasury,  State,  ICA,  and 
the  Department  of  the  Interior  (Bureau  of  Mines).  Each  recommendation  for 
approval  presented  to  the  Board  now  includes  a section  indicating  what  the 
“adverse  effects,”  if  any,  might  be  on  the  U.S.  economy.  The  Board  itself  con- 
siders this  question,  bringing  to  bear  their  views  as  representatives  of  State,  ICA, 
Export-Import  Bank,  and  Treasury.  If  approved  by  the  Board,  consultation  is 
held  with  the  National  Advisory  Council  on  International  Monetary  and  Finan- 
cial Problems  (NAC)  where  Treasury,  State,  Commerce,  Federal  Reserve  Board, 
and  the  Export-Import  Bank  are  represented  plus  such  nonvoting  participants 
as  Agriculture  and  the  Bureau  of  the  Budget. 

The  loan  disbursement  methods  employed  by  the  Development  Loan  Fund 
also  utilize  the  services  of  U.S.  banking  institutions,  as  indicated  above.  In 
addition,  the  DLF  is  attempting  to  use  other  financing  techniques  which  will 
stimulate  the  use  of  funds  by  U.S.  banks  and  other  private  investors.  One  such 
technique  is  the  guarantee  of  loans  made  by  U.S.  commercial  banks. 

Support  of  private  mvestment 

Mindful  language  in  section  202(b)  of  the  Mutual  Security  Act  and  in  the 
report  of  House  Foreign  Affairs  Committee  on  the  Mutual  Security  Act  of  1958 
relative  to  the  support  of  private  investment,  the  DLF  review  of  loan  proposals 
is  concerned  with  the  extent  to  which  financing  might  be  available  from  private 
sources.  Each  applicant  for  a loan  is  required  to  state  in  writing  efforts  under- 
taken to  seek  financing  from  other  sources  and  the  terms,  if  any,  on  which  such 
capital  is  available.  The  DLF,  however,  makes  its  independent  appraisal  of  the 
availability  of  funds  to  the  applicant. 

While  every  effort  is  made  to  canvass  such  alternative  sources,  the  nature  of 
most  of  the  undertakings  presented  to  the  DLF,  such  as  railroads,  highways, 
sewage  plants,  high  tension  grids,  power  dams,  and  ports  is  not  attractive  to 
private  investors.  Often  the  current  financial  position  of  the  borrowing  country 
makes  unattractive  a project  for  which  private  financing  might  otherwise  be 
available.  Industrial  establishments  both  large  and  small,  public  and  private, 
normally  offer  more  attractive  opportunities  and  it  is  here  that  the  DLF  exerts 
its  principal  effort  to  find  other  sources  of  financing. 

At  the  present  time,  the  DLF  is  investigating  ways  of  improving  its  procedures 
for  contacting  potential  private  investors  both  in  the  United  States  and  abroad. 
In  addition  to  staff  level  surveillance  to  determine  whether  private  financing 
might  be  available,  DLF  loans  are  also  reviewed  from  this  standpoint  by  its 
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Board  of  Directors  and  the  NAC,  thereby  bringing  the  interest  and  experience  of 
other  agencies  to  bear  on  this  problem. 

The  DLF  is  particularly  interested  in  supporting  the  growth  of  small  local 
private  business  in  less  developed  countries  and  in  fostering  wherever  appropriate 
the  adoption  of  credit  practices  which  would  make  funds  available  for  such  small 
enterprises  on  reasonable  terms.  For  administrative  reasons,  however,  it  has 
not  proved  feasible  for  the  DLF  to  handle  directly  loans  of  less  than  $100,000. 
Therefore,  in  order  to  support  small  business,  it  envisages  the  use  of  local  develop- 
ment banks  where  feasible  in  underdeveloped  areas  as  a means  of  channeling 
foreign  exchange  loans  to  small  enterpreneurs.  Several  loans  to  such  banks  have 
already  been  approved  and  more  are  under  consideration. 

PROGRESS  AND  ACCOMPLISHMENTS 

Summm'i/ 

Authorized  by  the  Congress  in  August  1957,  and  established  by  Executive 
order  in  November  of  the  same  year,  the  DLF  experienced  a preparatory  period 
prior  to  the  commencement  of  actual  operations.  It  was  first  necessary  to  estab- 
lish a working  organization,  decide  on  basic  lending  policies,  and  receive  applica- 
tions based  on  these  new  technical  requirements.  The  present  Managing  Director 
was  unable  to  leave  his  post  as  Ambassador  to  Venezuela  and  take  office  with  the 
DLF  until  January  4, 1958.  The  DLF,  as  a result  of  all  these  factors,  was  unable 
to  begin  handling  loan  requests  until  January  1958  with  one-half  of  fiscal  year 
1958  remaining. 

As  the  DLF’s  capabilities  for  processing  applications  were  getting  underway 
early  last  year,  applications  began  to  mount  at  a rate  far  beyond  that  anticipated. 
By  mid- January  they  had  risen  to  $1.3  billion  and  by  the  end  of  June  to  $2.2 
billion.  By  January  31,  1959,  the  DLF  had  formally  taken  under  consideration 
proposals  totaling  more  than  $2.8  billion. 

It  should  be  noted  that  this  figure  represents  proposals  which  survived  an 
initial  screening.  It  excludes  a vast  and  indeterminable  volume  of  applications 
and  inquiries  whose  ineligibility  for  DLF  consideration  was  so  clear  at  the  out 
set  that  there  seemed  to  be  no  need  to  consider  them  further. 

The  $2.8  billion  in  proposals  actually  taken  under  consideration  were  in  the 
following  status  as  of  January  31,  1959; 

Loan  commitments  have  been  made  for  a total  of  $679  million.  The  DLF  had, 
therefore,  used  all  but  $20  million  of  its  capital  available  for  lending  as  of  that 
date. 

Another  $602  million  in  applications  were  no  longer  under  consideration  either 
because  they  had  been  found  to  be  inappropriate  for  DLF  financing,  because  they 
had  been  withdrawn  by  the  borrower,  or  because  other  institutions,  primarily 
the  Export-Import  Bank,  had  indicated  a willingness  to  consider  financing. 

This  leaves  a total  of  more  than  $1.5  billion  in  applications  still  on  hand.  These 
proposals  have  all  passed  a preliminary  review  indicating  that,  on  the  basis  of 
the  preliminary  information  available,  they  are  the  type  of  projects  which  ap- 
pear to  be  eligible  under  DLF  criteria  subject  to  the  outcome  of  an  intensive 
evaluation. 

Proposals  taken  under  consideration 

The  $2.8  billion  in  proposals  taken  under  consideration  by  the  DLF  in  the 
14  months  preceding  February  1959  emanated  from  55  countries  and  involve 
573  separate  applications. 

The  largest  single  bloc  of  proposals,  amounting  in  value  to  45  percent  of  the 
total,  has  been  received  from  south  Asia  and  the  Near  East.  An  additional  21 
percent  came  from  the  Far  East,  13  percent  from  Europe,  14  percent  from  Latin 
America,  and  7 percent  from  Africa.  The  distribution  of  the  proposals  by 
region  is  summarized  in  the  following  table : 

Proposals  taken  under  consideration  {Jan.  SI,  1959),  hy  region 


Dollar  value 
{in  thousands) 

South  Asia 660,  682 

Near  East 614,  677 

Far  East 58s’  219 

Europe 378,  081 

Latin  America 403,  739 

Africa i82,’  902 


Total. 


2,  828,  300 
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The  wide  variations  among  regions  and  countries  in  volume  of  applications 
rec-eived  is  accounted  for  by  a variety  of  reasons.  One  obvious  fact  that  emerges 
from  the  foregoing  table  is  that  the  bulk  of  the  proiwsals,  in  terms  of  value, 
f>rlginated  in  the  most  populous  areas  of  the  less-developed  world.  It  is  also 
evident  that  some  countries,  as  a result  of  past  preparations,  had  on  hand  a 
backlog  of  ready  projects;  others  did  not.  This  disparity  is  accounted  for  in 
some  instances  by  the  general  status  of  a country’s  development  efforts  and  in 
others  by  the  particular  State  of  the  country’s  or  region’s  skills.  It  might  also 
be  contended  that  responses  from  some  areas  were  fewer  than  would  have  been 
the  case  if  substantial  alternative  sources  of  financing  had  not  already  been 
available. 

The  kinds  of  development  improvements  taken  under  consideration  by  the 
DLF  are  summarized  in  the  following  table  by  functional  category.  It  should 
be  noted  that  proposals  in  the  field  of  industry,  power,  transport,  and  communi- 
cations dominate  the  picture : 

Proposals  taken  under  consideration  {Jan.  31,  1959),  "by  type 


Dollar  value 
{in  thousands) 

Food  and  agriculture,  including  irrigation $199,  801 

Mining 74,  413 

Water  resources 61,  006 

Transportation  and  communications 776,  259 

Power 475, 100 

Industry 1,  065,  307 

Health  and  sanitation,  including  water  supply  and  sewage 97, 152 

Community  development,  social  welfare,  and  housing 64,  662 

Miscellaneous 14,  600 


Total 2,828,300 


Loan  commitments 

Out  of  the  $679  million  in  loan  commitments  made  through  January  31,  1959, 
specific  project  approvals  totaled  $594  million  and  loan  program  approvals  totaled 
$85  million.  Formal  loan  agreements  had  been  signed  for  $349  million  of  this 
total  and  loan  agreement  negotiations  were  in  process  of  the  balance. 

The  bulk  of  total  DLF  loan  commitments  thus  far  have  fallen  in  the  south 
Asian  region,  where  India  and  Pakistan  dominate  the  picture,  thereby  reproduc- 
ing the  pattern  already  observed  in  connection  with  proposals  received  by  the 
DLF.  Distribution  by  major  country  is  summarized  in  the  following  table : 


Loan  commitments  {Jan.  31,  1959),  by  major  country 


Dollar  value 

Country millions) 

India $175.0 

Pakistan 70.  2 

Philippines 50.  0 

Iran 47.  5 

Turkey 47.  5 

Taiwan 39.  5 

Yugoslavia 27.  5 

Argentina 24.  8 

Spain 22.  6 


Dollar  value 

Country — Continued  millions) 

Thailand $21.  8 

Malaya 20.  0 

Israel 20.  0 

Vietnam 19.  5 

Greece 12.  0 

Sudan 10.  0 

Others 71.  2 


Total 679.  1 


Specific  project  commitments,  which  are  individually  described  in  a separate 
section  below  entitled  “Approved  Loans,”  involve  such  varied  activities  as  road, 
railway  and  port  development,  a sawmill,  cement  plants,  telecommunications  fa- 
cilities, power  generation  and  distribution  facilities,  local  development  banks, 
fertilizer  plants,  a coke  oven,  and  a sugar  mill.  When  classified  by  broad  activity 
fields,  they  fall  into  the  following  categories  : 


421 


Specific  project  commitments  {Jan.  31, 1959)  dp  type 

Loan  commitments 


Functional  categories : (in  thousands) 

Food  and  agriculture,  including  irrigation $24,  906 

Mining 1,  400 

Transportation  and  communications 225, 380 

Power 114,  800 

Industry 188,  220 

Health  and  sanitation,  including  water  supply  and  sewage 26,  600 

Community  development,  social  welfare  and  housing 12,  300 


Total 593,606 


In  addition  to  these  loans  for  approved  projects  it  was  found  to  be  in  the  U.S. 
interest  to  make  several  commitments  for  loan  programs  in  advance  of  agree- 
ment on  specific  projects,  to  several  countries  experiencing  an  emergency  situa- 
tion in  connection  with  their  development  programs.  In  two  instances  such  DLF 
funding  was  undertaken  as  part  of  a multilateral  assistance  effort.  DLF  joined 
with  member  governments  of  the  Organization  for  European  Economic  Coopera- 
tion in  an  effort  to  place  the  development  efforts  of  Turkey  on  a stable  basis. 
It  also  cooperated  with  the  International  Monetary  Fund  in  a comparable  under- 
taking with  respect  to  Argentina. 

Disbursements  against  these  commitments  are  being  and  will  be  made  only  in 
accordance  with  loan  agreements  authorizing  expenditures  for  specified  develoi)- 
ment  projects.  Such  commitments  still  outstanding  on  January  31,  1959,  for 
which  project  details  were  being  determined,  totaled  $85.5  million  and  consisted 
of  the  following : 

Argentina  {$2Jj,'150,000) . — For  projects  in  transportation  (including  locomotive 
spare  parts,  machinery  for  railway  repair  shops,  bogies  for  railway  cars  and 
other  railway  machinery)  and  power  (including  hydroelectric  machinery,  gas 
turbines  and  other  related  machinery) . 

Lebanon  {$Jj  million). — For  projects  in  the  private  sector. 

Philippines  {$26,250,000) . — For  public  and  private  projects  to  be  selected 
from  the  following  proposals : Urea  and  ammonium  sulphate  plant  and  other 
private  projects  totaling  $26.5  million  provincial  waterworks,  Gotabo  flood 
control,  Manila  and  suburbs  water  supply  and  sewage  systems,  and  5 flood- 
control  projects. 

Turkey  {$30,500,000) . — Among  the  proposals  to  be  considered  are  those  for 
the  Zonguldak  coal  project,  power  distribution  project  under  the  electric  power 
survey  administration,  two  sulfuric  acid  tankers,  improvement  of  Turkish 
airlines,  Yakal  boracite  project,  Koruma  Agricultural  Chemical  Co.,  Minne- 
apolis Moline  Machinery  Co.,  and  Federal  trucks. 

Loans  to  private  enterprise 

Almost  $225  million,  or  about  one-third,  of  committed  funds  will  directly 
benefit  private  enterprise.  Agreements  totaling  $92  million  have  been  or  are 
expected  to  be  concluded  directly  with  privately  owned  firms.  The  balance, 
or  about  $132  million  of  the  total,  involves  commitments  to  governments  for 
the  purchase  of  imported  capital  items  which  are  being  placed  directly  at  the 
disposal  of  local  private  industry. 

Currencies  of  repayment 

Out  of  the  $679  million  in  loan  commitments,  more  than  $133  million  or  about 
19  percent  are  expected  to  be  repaid  in  dollars  or  other  “hard”  currencies. 
Realization  of  dollars  or  other  hard  currencies  in  this  amount  exceeds  the 
expectations  which  were  reflected  in  last  year’s  presentation  to  the  Congress. 
Such  repayments  were  then  estimated  at  about  7^  percent  of  approved  loans. 

Some  uses  of  loan  funds 

Several  additional  characteristics  of  the  DLF’s  first  year  of  activity  are  also 
worth  noting.  In  a number  of  cases  the  DLF  participated  with  other  lending 
institutions  in  financing  common  or  complementary  undertakings  in  a particu- 
lar country.  Thus,  shortfalls  in  project  financing  under  India’s  second  5-year 
plan  were  met  with  2 loans  totaling  $175  million,  in  conjunction  with  credits 
extended  by  the  Export-Import  Bank  and  the  International  Bank  for  Recon- 
struction and  Development.  The  DLF  also  loaned  $5  million  to  Honduras  to 
meet  residual  costs  of  a highway  development  program  financed  also  by  the 


422 


IBKD.  A DLF  loan  to  Thailand  to  finance  a power-distributing  system  for 
r.angkok  was  developed  in  conjunction  with  an  Export-Import  Bank  loan  for 
generation  facilities  in  the  same  area. 

In  its  effort  to  support  an  enlarged  fiow  of  private  U.S.  capital  to  the  less- 
dovelop('(i  areas,  the  DLF  was  able  to  conclude  its  first  loan  guarantee  several 
months  ago.  Under  this  arrangement  the  DLF  guarantees  collectibility  for  a 
loan  to  he  (‘xtended  by  two  American  banks  to  the  Ingalls-Taiwan  Shipbuilding 
Corp.  to  iHu-mit  increased  ship  construction.  This  transaction  is  described  in 
detail  below  in  the  separate  section  entitled  “Approved  Loans.” 

Effect  of  first  year's  loans 

Thv'  full  impact  of  the  DLP’s  first  year  of  active  operations  remains  to  be 
nieasm-ed.  The  actual  contribution  of  the  DLF  to  economic  growth  will  be  evident 
and  measurable  when  factories  begin  to  produce,  dams  begin  to  generate  power, 
and  roads  and  railways  are  in  full  operation.  These  results  will  normally  come 
about  only  several  years  after  DLF  loan  agreements  are  signed.  In  many  cases 
the  loan  agreements  must  be  followed  by  detailed  engineering  designs,  solicitation 
of  bids,  a period  of  variable  length  for  construction,  and  a period  for  the  startup 
of  operations. 

Proposals  no  longer  under  consideration 

Of  the  $602  million  in  proposals  no  longer  under  consideration  as  of  January 
31,  lOuO,  .50  separate  applications,  totaling  $208  million  had  been  accepted  for 
consideration  by  other  lending  institutions,  largely  by  the  Export-Import  Bank. 
A total  of  $138  million  had  been  found,  in  addition,  to  be  inappropriate  for  DLF 
financing  as  a result  of  more  intensive  evaluation  and  $256  million  were  judged 
to  contain  information  insufficient  on  which  to  base  a judgment  or  were  with- 
drawn by  the  borrower. 

Proposals  still  under  consideration  and  on  hand 

Having  disposed  of  $1.28  billion  in  proposals  in  the  manner  described  above,  the 
DLF  had  on  hand  as  of  January  31,  1959,  348  separate  proposals  totaling  $1,547 
million.  These  are  summarized  by  region  and  type  of  activity  in  the  following 
table : 

Proposals  under  consideration  and  on  hand  (Jan.  31,  1959)  hy  region  and  type 


[In  millions  of  dollars] 


Total 

South 

Asia 

Near 

East 

Far 

East 

Europe 

Africa 

Latin 

America 

Food  and  agriculture,  including  irrigation.. 
Mining  _ . 

113.0 
37.9 
61.0 

371.9 

319.0 
560.6 

33.4 

36.6 

14.0 

22.8 

5.1 

28.8 

16.3 

1.3 

9.0 

45.2 

74.3 

94.1 

17.1 

1.7 

5.0 

25.0 

7.6 

29.6 

0.3 

30.0 

11.5 

30.3 

7.6 

8.5 

12.9 

14.4 

Water  resources  _ ..  ..  

22.0 

142.5 

69.0 

127.2 

5.4 

Transportation  and  communications.  ... 
Power 

101.7 

78.8 

122.6 

20.9 

66.3 

186.5 

50.1 

0.4 

22.6 

2. 5 

19.6 

Industry . . . . _ . 

Health  and  sanitation,  including  water 
supply  and  sewage.  - 

Cornmunity  development,  social  welfare 
and  housing 

2.5 

Miscellaneous.  

9.0 

Total 

1,  547. 4 

397.9 

339.3 

263.8 

306.3 

130.6 

109.5 

Note. — May  not  add  due  to  rounding. 


Obligations  and  expenditures 

Total  obligations  or  signed  loan  agreements  amounted  to  $102.1  million  in 
fiscal  year  1958.  They  rose  to  $349  million  by  January  31,  1959,  and  are  ex- 
pected to  total  about  $500  million  by  the  end  of  this  fiscal  year.  In  addition,  the 
DLF  expects  to  obligate  an  estimated  $1,250,000  for  administrative  expenses 
under  a limitation  contained  in  the  Mutual  Security  Appropriations  Act. 

Gross  expenditures  amounted  to  $1.5  million  in  fiscal  year  1958  and  are  esti- 
mated at  $102.4  million  in  fiscal  year  1959. 

Since  the  DLF  obligates  funds  for  the  full  cost  of  a project  rather  than  in 
annual  increments,  full  expenditure  under  any  loan  agreement  is  not  expected 
to  take  place  until  2 to  4 years  after  its  signing.  This  is  comparable  to  the 
experience  of  other  lending  institutions  engaged  in  similar  financing. 
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Repayments  and  earnings 

Since  payments  of  interest  and  repayments  of  principal  begin  to  flow  back  to 
the  DLF  normally  6 months  and  1 year,  respectively,  following  the  initial  ex- 
penditure of  funds,  and  since  loan  repayments  are  often  of  token  size  in  the  early 
years  of  the  loan,  realization  of  liquid  assets  from  this  source  will  not  be  signifi- 
cant for  some  time.  By  the  end  of  flscal  year  1959  such  receipts  are  expected  to 
total  $2.4  million  as  follows  : 


Dollars 

Foreign 

currencies 

(dollar 

equivalent) 

Total 

receipts 

Interest  earned  from  loans 

400. 000 

500. 000 

$1, 000, 000 

$1, 400, 000 
500, 000 
500, 000 

Fees  for  guarantees  issued...  _.  

Repayment  of  loans  outstanding 

500, 000 

Total  income 

900, 000 

1, 500, 000 

2, 400, 000 

It  should  be  noted,  however,  that  the  bulk  of  such  earnings  will  be  in  the  form 
of  local  currencies  and  while  the  DLF  expects  to  relend  such  currencies  for 
local  development  projects  as  rapidly  as  possible,  needs  for  such  local  funds 
in  economies  whose  basic  requirement  is  foreign  exchange  are  expected  to  be 
limited  within  the  next  few  years. 

PROPOSED  INCREASE  IN  CAPITAL 

A $225  million  increase  in  capital  is  being  requested  at  this  time  because 
the  DLF  can  approve  virtually  no  more  loans  without  additional  capital. 

A total  of  $679  million  was  committed  for  loans  as  of  January  31,  1959,  in 
the  manner  described  in  the  foregoing  section,  out  of  approximately  $700  million 
in  loanable  capital  now  available  to  the  DLF. 

Foreign  policy  ohjectives 

When  the  Congress  established  the  DLF  in  1957,  it  recognized  “that  the  prog- 
ress of  free  peoples  in  their  efforts  to  further  their  economic  development,  and 
thus  to  strengthen  their  freedom  is  important  to  the  freedom  and  general  welfare 
to  the  United  States.”  It  reaffirmed  that  it  is  the  policy  of  the  United  States 
“to  help  free  peoples  to  develop  their  economic  resources  and  to  increase  their 
productive  capabilities.” 

A further  dimension  of  this  policy  was  described  recently  by  President  Eisen- 
hower before  representatives  of  the  nations  of  the  Colombia  plan,  when  he 
stated  that  it  is  “our  goal  * * * to  enable  free  nations  to  achieve  a momentum 
of  economic  progress  which  will  make  it  possible  for  them  to  go  forward  in 
self-reliant  growth.”  Within  this  context,  development  assistance  should  work 
to  eliminate  the  need  for  its  own  presence.  Only  when  incomes  rise  to  the  point 
where  further  growth  can  be  sustained  through  savings,  conventional  borrowing 
and  foreign  earnings,  can  the  need  for  external  public  assistance  end. 

After  centuries  of  poverty,  the  peoples  of  the  less-developed  parts  of  the  world 
are  taking  aim  on  their  age-old  plight.  The  drive  for  economic  growth  is  on. 
However,  these  economies  are  short  of  capital  as  well  as  other  resources  neces- 
sary for  economic  growth. 

The  Soviet  bloc  is  not  unmindful  of  the  opportunities  presented  by  this 
situation.  The  Communists  recognize  the  profound  rise  in  aspirations  that 
characterizes  these  areas  and  they  see  an  opportunity  to  woo  uncommitted 
governments  with  substantial  offers  of  aid.  They  support  development  for 
their  own  purposes. 

Some  leaders  in  the  less-developed  countries  are  questioning  whether  free 
institutions  and  methods  are  truly  applicable  to  the  problems  of  their  countries 
today.  There  is  danger  that  some  will  turn  to  authoritarian.  Communist 
methods  in  desperation  rather  than  accept  continuing  poverty. 

The  very  existence  of  the  DLF  reflects  in  part  the  conviction  that  a substantial 
increase  in  development  flnancing  by  the  United  States,  beyond  the  estimated 
annual  level  of  about  $400  million  prevailing  prior  to  the  DLF,  is  needed  to 
fulflll  U.S.  objectives. 

Without  the  requested  increase  in  capitalization,  the  DLF  will  be  unable  to 
meet  the  needs  for  development  assistance  originally  contemplated  to  be  met  in 
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the  recommendations  of  the  executive  branch  for  fiscal  year  1959.  The  execu- 
tive branch  believed  then  and  still  believes  that  the  full  $625  million  which  it 
orif^inally  requested  out  of  fiscal  year  1959  funds  is  required  in  this  fiscal  year 
to  enable  the  DLF  to  extend  assistance  which  must  be  extended  if  U.S.  foreign 
policy  objectives  are  not  to  be  endangered. 

DLF  capabilities 

The  rate  of  DLF  activity  in  the  first  7 months  of  the  fiscal  year  has  dispelled 
any  doubts  that  may  have  existed  that  the  DLF  would  be  able  to  handle  more 
than  $400  million  in  a prudent  way  during  the  entire  fiscal  year.  The  need  re- 
mains for  DLF  funding  in  the  amount  originally  authorized  by  the  Congress. 
Good  projects  are  on  hand.  However,  no  additional  loan  approvals  are  possible 
until  additional  capital  is  made  available. 

Thus,  the  DLF  is  now  confronted  with  the  situation  which  was  foreseen  in  the 
conference  report  on  mutual  security  appropriations : 

“The  amounts  contained  in  the  bill  agreed  to  by  the  conferees  were  too  small 
in  the  view  of  some  of  the  conferees,  especially  in  the  Development  Loan  Fund. 
It  is  understood  that  if  additional  funds  are  needed  next  January,  for  the  pur- 
poses contained  in  this  bill,  the  Appropriations  Committee  of  the  House  and 
Senate  will  give  earnest  consideration  to  the  recommendations  of  the  Executive 
in  view  of  the  importance  of  maintaining  our  friendly  relations  with  countries 
with  whom  we  have  undertakings.” 

Backlog 

A backlog  of  more  than  $1.5  billion  in  proposals  was  on  hand  as  of  January  31, 
1959.  The  nature  and  source  of  these  applications  has  been  described  in  the 
preceding  section.  All  have  passed  a preliminary  review  which  confirmed  that 
they  are  in  a geographic  area  eligible  for  DLF  loans,  present  no  obvious  conflicts 
with  DLF  lending  criteria  and  meet  minimum  requirements  for  preliminary 
information. 

Mr.  Thomas.  Where  is  our  friend,  Mr.  Smith,  from  Aspen,  Colo.  ? 
Is  he  with  us,  or  has  he  definitely  decided  to  leave  ? 

Mr.  Dillon.  Yes. 

Mr.  Thomas.  He  was  the  Director. 

Mr.  Dillon.  He  submitted  his  resignation. 

Mr.  Thomas.  It  has  been  accepted  ? 

Mr.  Dillon.  Yes. 

Mr.  Thomas.  He  has  gone? 

Mr.  Dillon.  On  the  31st  of  January. 

Mr.  Thomas.  Has  the  job  been  filled  ? 

Mr.  Dillon.  Yes,  but  his  successor  has  not  been  confirmed  by  the 
Senate. 

Mr.  Thomas.  Who  is  that? 

Mr.  Dillon.  Ambassador  James  Kiddleberger  a career  Foreign 
Service  officer,  who  has  been  serving  the  last  year  and  a half  in 
Greece. 

Mr.  Thomas.  He  is  a career  man  ? 

Mr.  Dillon.  Yes. 

Mr.  Thomas.  He  has  not  been  confirmed  yet  ? 

Mr.  Dillon.  No,  sir.  He  will  be  appearing  next  week  before  the 
Senate  committee. 

NUMBER  OF  EMPLOYEES 

Mr.  Thomas.  I believe  you  stated  that  the  Board  has  about  65  em- 
ployees and  that  the  limitation  against  the  administration  expense 
throughout  the  agency  is  $1,250,000  in  the  1959  bill.  The  Board  has 
65  employees  ? 

Mr.  McIntosh.  Yes. 

Mr.  Thomas.  How  many  employees  are  there  throughout  the  entire 
administration  ? 
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Mr.  McIntosh.  That  is  our  whole  staff,  clerks  and  stenographers 
and  everybody. 

Mr.  Thomas.  For  the  Development  Loan  Fund? 

Mr.  McIntosh.  That  is  the  entire  staff,  not  including  the  five  mem- 
bers of  the  Board. 

Mr.  Thomas.  What  about  your  field  offices  ? 

Mr.  McIntosh.  We  have  no  field  offices  and  neither  does  the  Export- 
Import  Bank. 

Mr.  Thomas.  Do  you  need  your  entire  $1,250,000  ? Do  you  make  any 
contributions  to  your  cooperating  agencies  ? 

Mr.  McIntosh.  Oh,  yes.  We  pay  substantial  amounts  to  ICA,  par- 
ticularly for  engineering  services  and  the  services  of  the  controller’s 
office. 

Mr.  Thomas.  How  much  do  you  pay  to  ICA  ? 

Mr.  Mukphy.  $230,000  in  this  fiscal  year. 

Mr.  Thomas.  You  do  not  commingle  your  funds  with  their  opera- 
tions ? 

Mr.  McIntosh.  No,  sir. 

Mr.  Thomas.  Your  administration  costs  are  kept  separate  from 
theirs  all  the  way  through  ? 

Mr.  McIntosh.  Yes. 

Mr.  Thomas.  And  this  deals  entirely  with  the  corporate  fund  of 
the  Board  ? 

Mr.  McIntosh.  Yes.  Although  we  have  no  foreign  offices,  and  the 
Export-Import  Bank  does  not  either,  we  do  considerable  traveling. 

CONSULTANTS 

Mr.  Thomas.  How  many  consulting  firms  do  you  use  ? 

Mr.  McIntosh.  We  are  only  using  one  consulting  firm  at  the  pres- 
ent time. 

Mr.  Thomas.  Who  is  that  firm  ? 

Mr.  McIntosh.  Alex.  Brown.  We  have  used  them  as  consultants. 

Mr.  Thomas.  Where  are  they  ? 

Mr.  McIntosh.  In  Washin^on  and  New  York.  They  are  private 
investment  bankers.  We  use  them  as  consultants  in  connection  with 
techniques  and  mechanics  of  operating  development  banks. 

Mr.  Thomas.  Can  you  speak  for  the  ICA  ? 

Mr.  McIntosh.  I work  only  for  the  Development  Loan  Fund. 

Mr.  Thomas.  It  is  a little  hard  to  separate  the  two.  It  might  be 
well  to  have  our  distinguished  friend  from  the  ICA  here  because  even 
though  they  are  two  separate  legal  entities  they  are  certainly  over- 
lapping. 

How  many  consultants  do  you  have  at  ICA,  outside  firms  not  regu- 
larly on  the  employee  list  ? 

Mr.  Murphy.  I do  not  know. 

Mr.  Thomas.  Are  they  numerous  ? Do  you  know  the  total  amount 
of  dollars  that  you  spend  for  that  ? 

Mr.  Murphy.  No,  sir;  I do  not.  I would  have  to  look  that  infor- 
mation up  and  supply  it  for  the  committee.  I know  that  we  have  one 
engineering  consulting  firm  that  we  use  very  frequently  here  in  Wash- 
ington, the  Tudor  Engineering  firm. 

Mr.  Thomas.  I imagine  that  you  are  spending  your  funds  liberally 
with  those  people. 


M I-.  Mrupii  Y.  We  liave  them  review  all  capital  projects. 

Mr.  I iioMAS.  Just  one  outside  engineering  consulting  firm? 

.Mr.  Mi  kimiy.  Tliis  is  the  one  that  we  use  most  frequently  and  most 
e.xl  eiisi  vely,  Mr.  Chairman.  Y^e  may  have  others. 

Mr.  Thomas.  Why  not  split  it  up?  I would  rather  have  a half 
dozen  t han  one. 

(The  information  requested  is  as  follows :) 

Iiitoriiational  Cooperation  Administration  currently  is  a party  to  the  three  con- 
tracts listed  below  under  which  ICA  may  obtain  advice  on  the  practicability, 
includin}'  technical  feasibility  of  proposed  projects.  Under  two  of  the  contracts 
(Ralph  M.  Parsons  Co.  and  Smith,  Hinchman  & Grylls  Associates,  Inc.)  advice 
may  also  be  provided  to  the  Governments  of  Pakistan  and  Korea  respectively. 
In  addition  ICA  finances  some  other  contracts  to  which  it  is  not  a party  and 
under  which  the  contractor  is  required  only  to  advise  the  government  receiving 
the  assistance. 

Ralph  M.  Parsons  Co.  and  ICA 


CONTRACT  ICA-W-152 


Furnish  technical  advice  and  assistance  on  projects  requiring  engineering  and 
other  services. 

Peri('d  : June  25,  1956,  through  June  30,  1959. 

Amount : $1,015,740. 


Disbursements : 
Fiscal  year 


1957  $272,247.67 

1958  343,  349.  99 

1959  256,  380.  81 


Total 


871,  978.  47 


Smith,  Hinchman  & Grylls  Associates,  Inc.,  Government  of  Korea  and  ICA 


CONTRACT  ICA-X-4 


Provide  management,  advisory,  consultation,  engineering,  and  other  services. 
Period;  January  18,  1957,  through  March  20,  1959  (being  extended). 
Amount : $4,450,000. 


Disbursements : 
Fiscal  year 

1957  

1958  

1959  

Total 


$26,  410.  51 
1,  010,  660.  54 
1,  258,  441.  47 


2,  295,  512.  52 


Tudor  Engineering  Co.  and  ICA 


CONTRACTS  ICA-W-118  AND  646 

Review  reports,  investigations,  recommendations,  and  plans  prepared  by  others, 
related  to  technical  and  economic  development  projects  proposed  and  under 
consideration. 

$80,009  for  period  March  27, 1956,  through  June  30, 1956. 

$600,000  for  each  fiscal  year  from  July  1, 1956. 

Disbursements : 

Fiscal  year 


1957  - $415, 106.  64 

1958  362,  077.  40 

1959  279,  409.  86 


Total. 


1,  056,  593.  90 
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LOANS  PRIOR  TO  INCORPORATION  OF  LOAN  FUND 

Mr.  Thomas.  Now,  you  were  incorporated  in  August  of  1957? 

Mr.  Dillon.  Yes,  set  up  in  August  of  1957  and  incorporated  in 
June  1958. 

Mr.  Thomas.  Prior  to  1957  were  you  making  loans  and  grants? 
The  IC  A was? 

Mr.  Dillon.  The  ICA  was. 

Mr.  Thomas.  So  that  the  fund  came  in  without  any  authority  to 
make  any  grants  but  purely  loans.  As  a part  of  your  capitalization, 
though,  you  are  granted  an  authority  of  $700  million,  plus  what  was 
owing  to  you  in  the  form  of  loans  prior  to  1957  ? 

Mr.  McIntosh.  No,  sir. 

Mr.  Thomas.  What  became  of  that  money  ? 

Mr.  McIntosh.  That  has  nothing  to  do  with  the  Development 
Loan  Fund.  We  had  no  activities  prior  to  that  date. 

Mr.  Thomas.  I know.  As  a legal  entity  you  did  not  exist,  but  you 
had  been  doing  the  same  business  ? 

Mr.  McIntosh.  ICA. 

Mr.  Thomas.  Wliat  becomes  of  those  repayments?  Do  those  go 
back  to  the  ICA,  or  to  the  F und  ? 

Mr.  Murphy.  Neither.  They  go  back  to  the  Treasury  and  are  not 
available  for  use  except  as  authorized  by  CongresB. 

Mr.  Thomas.  What  was  the  total  of  your  loans  made  prior  to  the 
establishment  of  the  Fimd?  Do  you  have  tliat  information? 

Mr.  Mltrphy.  It  was  in  excess  of  $2  billion. 

Mr.  Thomas.  How  much  of  that  $2  billion  in  loans  has  been  repaid 
to  date? 

Mr.  Murphy.  The  principal  repayments  run  somewhere  under 
$100  million.  Interest  repayments  are  in  excess  of  that. 

Mr.  Thomas.  We  are  talking  about  amortization  of  capital. 

Mr.  Murphy.  Under  $100  million. 

Mr.  Thomas.  Of  your  $2  billion  ? 

Mr.  Murphy.  Yes.  Normally  those  loans  had  a grace  period  of 
payment  of  principal  and  interest  of  from  3 to  4 years. 

Mr.  Thomas.  If  there  has  been  a payment  of  $100  million  out  of 
a total  grant  of  $2  billion,  that  is  about  5 percent  ? 

Mr.  Murphy.  Yes. 

Mr.  Thomas.  What  part  of  the  loans  made  during  that  period  are 
delinquent  ? 

Mr.  Murphy.  There  is  only  one  country  on  which  there  has  been 
a default  on  capital  amortization,  and  that  is  in  the  case  of  Turkey. 
The  loan  agreement  required  repayment  in  dollars  each  6 months. 

Mr.  Thomas.  I wonder  if  you  would  be  good  enough  to  furnish 
for  the  record  at  this  point  a table  showing  by  years  the  names  of 
the  countries  prior  to  the  establishment  of  the  Fund  and  the  amounts 
borrowed  and  the  due  date  of  the  amount  of  funds  granted  in  the  way 
of  loans  and  then  give  us  another  column  showing  the  repayment 
dates  and  if  the  loan  is  delinquent.  Show  whether  it  is  really  and 
truly  delinquent,  or  whether  they  are  taking  advantage  of  a grace 
period.  There  are  some  grace  periods  in  there  ? 

Mr.  Murphy.  That  is  correct.  ' 

Mr.  Thomas.  Will  you  do  that  for  us  ? 
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Mr.  Murphy.  Yes. 

(Note. — The  information  supplied  for  the  record  may  be  found 
befrinnin^  on  p.  467.) 

Mr.  Thomas.  You  summarized  it  by  saying  that  the  amount  of  re- 
payments up  to  the  creation  of  the  Fund  was  about  $100  million  on 
$2  billion  outlay  of  loans,  and  perhaps  only  one  loan  was  delinquent? 

Mr.  Murphy.  That  is  correct.  In  that  case  Turkey  offered  to  make 
the  payment. 

Mr.  Thomas.  Do  you  know  how  many  of  the  loans  did  not  become 
delinquent  because  of  the  use  of  the  grace  period  ? 

Mr.  Murphy.  I could  determine  that. 

Mr.  Thomas.  Please  do  that,  sir.  Give  us  a bird’s-eye  view  of  that 
in  a table. 

Mr.  Murphy.  Yes. 

Mr.  Thomas.  The  status  of  your  fund  is  shown  here  on  page  4. 
You  really  have  been  in  operation  about  20  months,  have  you  not? 

Mr.  McIntosh.  We  have  really  been  in  operation  13  months.  We 
started  effective  operations  in  January  1958. 

Mr.  Thomas.  You  are  making  a limitation  by  that  word  “effective.” 

Mr.  Dillon.  The  first  6 months  we  had  to  hire  people. 

Mr.  Thomas.  You  have  been  in  legal  existence  about  20  months  and 
in  effective  operation  about  13  months  ? 

Mr.  Dillon.  That  is  right. 

Mr.  Thomas.  Does  that  accurately  portray  the  situation  ? 

Mr.  Dillon.  Yes. 

Mr.  Thomas.  You  do  not  mean  to  say  it  took  you  9 months  to  get 
into  business  ? The  borrowers  are  a little  more  active  than  you  ? 

Mr.  Dillon.  It  took  us  from  August  to  January,  about  5 months. 

UNCOMMITTED  FUNDS 

Mr.  Thomas.  As  of  about  this  time  you  have  about  $20  million 
uncommitted  ? 

Mr.  Dillon.  Twenty  million  as  of  the  end  of  January.  Now  we 
have  just  about  $15  million. 

Mr.  Thomas.  Can  we  be  a little  bit  more  accurate  about  it?  The 
first  thing  you  say  is — we  look  with  favor  upon  this  loan.  That  is 
your  first  step.  The  next  step  is,  we  are  going  to  sign,  and  the  third 
step  is,  12  or  15  months  later  we  are  going  to  put  some  money  out  here 
and  the  dirt  is  going  to  start  flying. 

POSTPONEMENT  OF  CONSIDERATION  OF  SUPPLEMENTAL  FUNDS 

On  the  basis  of  your  own  timetable,  would  it  seriously  slow  down 
your  operations  for  you  to  take  a look  at  this  thing  for  about  90 
days? 

Mr.  McIntosh.  We  could  not  make  any  more  loans.  We  could  not 
approve  any  more  loan  applications. 

Mr.  Thomas.  I understand  that  if  you  are  out  of  money,  but  you 
still  have,  as  of  today,  $15  million.  On  paper  it  would  slow  you 
down  for  90  days,  but  in  truth  and  in  fact,  if  you  did  not  have  any 
money  for  90  days  would  it  slow  you  down  15  minutes  in  getting  the 
dirt  flying  and  everything  else,  and  that  is  the  ultimate  test,  is  it  not  ? 

Mr.  McIntosh.  Except  that  the  dirt  flying  comes  as  a result  of 
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loans  being  approved.  If  we  do  not  receive  any  additional  funds  for 
90  days  our  operations  will  come  to  a complete  stop,  as  far  as  approv- 
ing new  loans  is  concerned. 

Mr.  Thomas.  What  is  your  backlog  here  in  terms  of  projects? 

Mr.  McIntosh.  Any  delay  in  approving  loans  means  that  much 
delay  in  having  the  dirt  fly. 

Mr.  Thomas.  Theoretically  that  is  true,  but  in  truth  and  in  fact 
it  does  not  work  that  way. 

Mr.  Dillon.  I think  that  it  does  because  without  capital  we  can 
process  the  loans  in  advance  only  to  a point  where  the  Board  is  ready 
to  act  on  them.  If  we  have  the  money  at  the  time  the  Board  acts, 
the  borrower  would  be  ready  to  act  rapidly.  But  it  takes  time  to 
work  out  the  loan  agreement  with  the  individual  borrower,  and  this 
cannot  be  done  ahead  of  having  funds  because  we  are  not  sure  whether 
we  can  go  ahead.  There  is  also  required  some  expenditure  of  money 
and  more  important  time  on  the  part  of  the  borrowers,  which  they  are 
not  prepared  to  make  if  they  do  not  know  there  is  money  in  the  till. 

Mr.  Thomas.  I can  cite  for  you  some  other  Government  agencies 
who,  with  $15  million  in  their  pockets,  can  create  liabilities  for  the 
Government  that  will  run  in  excess  of  $1  billion.  Are  you  not  in  just 
about  the  same  situation  ? 

Mr.  McIntosh.  We  are  very  careful  not  to  approve  any  loans 
except  from  the  funds  that  we  have. 

Mr.  Dillon.  Teclinically  maybe  yes,  but  as  a part  of  history 

Mr.  Thomas.  In  other  words,  a limitation  to  the  effect  that  no 
loans  can  be  approved  until  the  full  amount  of  the  ultimate  comple- 
tion cost  is  in  the  till.  That  limitation  is  not  necessary? 

Mr.  Dillon.  That  is  our  full  policy,  and  we  have  never  varied  from 
that  policy.  That  was  made  very  clear  in  the  legislative  history  estab- 
lishing the  Development  Loan  Fund. 

Mr.  Thomas.  So  that  limitation  in  the  appropriation  language  is 
not  necessary  because  you  do  that  anyway  ? 

Mr.  Dillon.  That  is  right.  That  is  why  we  cannot  do  more.  For 
instance,  we  cannot  start  a piece  of  a dam  and  say  we  need  more 
money 

FUTURE  size  OF  LOAN  PROGRAM 

Mr.  Thomas.  On  the  basis  of  the  applications  coming  in,  and  on 
the  basis  of  what  you  approve,  this  statement  in  the  record  here  that 
you  need  about  $400  million  a year  is  accurate  as  of  today. 

Mr.  Dillon.  We  think  we  need  about  $100  million.  That  is  what 
we  are  asking  for. 

Mr.  Thomas.  On  an  annual  basis  ? 

Mr.  Dillon.  That  is  what  we  are  asking  for  next  year ; yes. 

Mr.  Thomas.  $700  million  rather  than  $400  million  ? 

Mr.  Dillon.  Yes.  We  asked  for  $625  million  last  year,  and  the 
request  for  next  year  is  $700  million. 

Mr.  Thomas.  How  many  years  do  you  think  that  tempo  will  last? 

Mr.  Dillon.  I think  it  will  last,  as  far  as  we  can  see  now,  for  quite 
some  time  in  the  future. 

Mr.  Thomas.  How  long  is  that  ? 

Mr.  Dillon.  At  least  10  to  15  years.  We  cannot  see  beyond  that. 
I do  not  say  it  will  be  over  then,  either.  This  is  a long-term  problem 
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tliat  we  are  faced  with.  I do  not  think  that  there  is  any  use  in  trying 
to  deceive  ourselves  about  that. 

Afr.  Thomas.  You  know,  it  is  bad  enough  to  try  to  kid  the  other 
fel  low,  l)ut  the  fatal  error  is  to  try  to  kid  ourselves. 

i\Ir.  Dillox.  Yes,sir. 

soviryr  program 

.Ml*.  T iio:\rAS.  Your  justifications  are  a little  bit  sparse  here  on  what 
lh(‘  Russians  are  doing  in  this  regard. 

()1‘  course,  they  are  not  going  to  set  the  pattern  for  this  country, 
but  your  statement  contained  little  information.  You  might  expand 
that  at  this  point. 

M ay  I ask.  Do  we  have  i-easonably  accurate  information  about  what 
Russia  is  doing  in  other  countries  outside  of  their  own  in  this  field  of 
mal'iiiig  loans  and  grants,  and  what  are  those  other  countries? 

iVIr.  Dillox.  Yes,  sir;  we  have  reasonably  accurate  information. 
It  takes  a little  wlule  to  compile  it  accurately  because  w^e  do  not  get 
it  fi’o.m  the  Soviet  Thiio]i  itself.  We  have  to  get  it  from  each  indi- 
vidual country  in  tiie  free  world. 

Ml*.  Thcceas.  Well,  our  people  are  loccited  in  that  country,  are  they 
p.ot,  including  repre^:entatives  of  the  State  Department,  who  are  right 
tliert'  0)1  the  job,  aiid  your  people.  It  is  an  open-and-above-board 
])i-(cpositk)n.  It  is  not  secret.  They  are  usually  only  too  glad  to  talk 
about  it  are  they  not  ? 

^Ir.  Dillon.  No,  sir;  sometimes,  and  very  often,  the  full  terms  of 
these  loans  are  not  made  public  at  least  initially.  There  is  just  an 
announcement  there  Avill  be  a credit  of  so  many  millions  of  dollars 

Mr.  Thomas.  Will  you  please  expand  your  original  statement  as 
to  what  Dussia  is  doing  and  give  us  the  countries,  the  amount  of 
money  involved,  the  nature  of  the  projects,  and  the  length  of  the 
period  of  the  loan,  as  well  as  the  interest  rate  and,  above  all,  give 
us  your  opinion  as  to  whether  or  not  these  loans  are  business  loans  in 
the  sense  that  they  are  going  to  be  repaid  or  are  they  loans  which  give 
Russia  complete  or  partial  domination  of  the  country  in  an  economic 
way  ? 

Will  you  please  expand  upon  those  points  ? 

Mr.  Dillon.  Mr.  Chairman,  I would  be  glad  to.  I would  also  like 
to  refer  you  to  the  published  report  of  a statement  I made  in  great 
detail  on  this  subject  for  the  House  Foreign  Affairs  Committee  on 
January  29,  which  is  contained  in  the  hearings  of  that  committee. 

Mr.  Thomas.  Well,  you  may  incorporate  whatever  part  of  that 
statement  which  you  desire  in  this  record.  You  call  the  signals 
and  then  summarize  it  now  orally,  if  you  do  not  mind. 

Mr.  Dillon.  Yes,  sir ; I think  1 would  like  to  incorporate  in  that 

Mr.  Thomas.  You  be  the  judge  of  what  should  go  in.  Take  your 
time,  and  you  can  figure  out  the  details  later,  but  incorporate  at  this 
point  in  the  record  whatever  part  you  think  should  be  in  there.  You 
can  attend  to  that  later. 

Mr.  Dillon.  The  part  of  the  statement  which  I made  for  the  House 
Foreign  Affairs  Committee  which  I would  like  to  have  incorporated 
in  the  record  starts  at  page  31  and  goes  through  page  39  here  in  the 
center  of  the  page. 

Mr.  Thomas.  Thank  you,  sir. 

(The  material  referred  to  follows:) 
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Statement  of  Hon.  C.  Douglas  Dillon,  Under  Secretary  for  Economic 

Affairs,  Department  of  State 

Mr.  Dillon.  Mr.  Chairman  and  members  of  the  committee,  I have  been  asked 
to  come  up  and  brief  the  committee  on  problems  of  interest  in  my  field,  foreign 
economic  policy. 

In  the  past,  as  you  know,  foreign  economic  policy  was  basically  concerned 
only  with  strengthening  of  the  U.S.  economy  and  preserving  our  trading  rights 
abroad,  preserving  our  investments,  preserving  opportunities  for  the  United 
States  and  their  trade  relations  with  the  rest  of  the  world. 

Since  the  war,  since  the  development  of  the  Soviet  Union  and  the  total  chal- 
lenge our  way  of  life  is  facing,  our  responsibilities  are  greatly  broadened  and 
include  efforts  of  all  kinds  to  strengthen  both  individual  nations  in  the  free 
world  to  maintain  their  freedom  and  also  to  strengthen  the  cohesion  of  the 
whole  free  world. 

It  is  often  thought  that  the  mutual  security  program  is  the  only  thing  we  use 
for  this.  That  is  not  true  at  all  although  it  is  a very  important  item.  Our 
trade  relations  based  on  the  Reciprocal  Trade  Agreements  Act,  which  was  suc- 
cessfully renewed  last  year,  are  vitally  important  in  that  connection.  Efforts 
through  many  of  the  international  institutions  that  help  in  both  trade  and 
development  are  also  very  important. 

Last  year  marked  a turning  point,  if  you  will,  in  Europe.  The  European 
economies  have  been  strengthening  over  the  years  since  the  war.  By  the  end 
of  last  year  when  they  announced  their  convertibility  move,  they  really  reached 
quit  a new  level.  That  is  of  great  importance  to  us  in  many  ways.  It  means 
that  their  currencies  are  more  useful  in  the  world  generally.  Their  contribu- 
tions in  their  own  currencies  to  such  institutions  as  the  International  Monetary 
Fund  and  the  World  Bank  are  far  more  useful  than  they  used  to  be  in  helping 
the  development  of  other  countries.  This  development  was  also  accompanied  by 
a recognition,  probably  because  now  they  were  able  to  do  something  effective,  a 
rather  broad  recognition  of  their  obligation  and  of  their  interest  in  contributing 
to  economic  stability  and  development  in  the  less  developed  areas  of  the  world. 

For  the  first  time  the  Western  German  Government  accepted  as  an  integral 
part  of  their  policy  the  need  to  join  in  this  effort  and  they  began  by  making 
really  substantial  credits  available  to  India,  to  Turkey,  and  to  Greece.  They 
have  underway  projects  to  continue  this  activity  in  the  coming  years. 

The  British  made  considerably  larger  credits  available,  particularly  in  the 
case  of  India,  where  they  joined  in  the  last  World  Bank  credit  this  past  August 
to  provide  funds  for  the  Indian  5-year  plan. 

The  British  contribution  was  considerably  larger  than  our  own  at  that  time. 

The  Canadians  have  also  joined  in  this  effort  by  announcing  that  they  would 
increase  their  contributions  to  the  Colombo  plan  grant  aid  for  the  Commonwealth 
countries  to  a 50  percent  higher  level  than  in  the  past.  All  this  is  very  helpful 
practically.  It  also  gives  us  a great  deal  of  encouragement  to  know  that  we 
have  this  source  of  help  in  the  effort  to  help  the  less  developed  areas  progress. 
It  also  is  an  indication  that  some  other  hardheaded  people,  countries,  have 
concluded  that  this  is  the  proper  policy. 

I should  not  fail  to  mention  the  fact  either  that  the  Italians  are  beginning 
to  get  active  in  this  area  now,  in  the  Middle  East. 

I thought  that  it  might  interest  you  if  I commented  briefly  on  what  the  other 
side  has  been  doing  during  the  past  year. 

You  will  remember  the  discussions  we  had  a year  ago  about  the  overall  Sino- 
Soviet  economic  offensive.  I thought  it  would  be  useful  to  bring  this  up  to  date. 

Last  year  they  continued  and  expanded  this  effort  and  made  it  more  aggressive. 
That  is  certainly  the  case  in  the  trade  field.  The  Soviet  Union  used  trade  to 
bring  pressure  on  the  Government  in  Finland  [security  deletion]  and  the  whole 
bloc  has  been  very  vigorous  in  underdeveloped  areas  in  seeking  new  opportunities. 
An  East  German  trade  delegation  arrived  in  French  Guinea  within  a week  after 
the  independence  of  Guinea  and  in  the  case  of  Iraq,  within  5 months  after  the 
revolution  had  taken  place  there  last  July  they  had  either  completed  or  were 
in  the  final  stage  of  completing  negotiations  for  trade  agreements  with  not  only 
the  Soviet  Union  and  Communist  China,  but  also  all  of  the  satellite  countries 
individually. 

So  that  shows  the  pressure  that  the  Russians  have  kept  on  this  trade  field. 

Khrushchev’s  statements,  I think,  were  a little  more  aggressive  too,  and  I think 
quite  a significant  one  is  his  statement  to  Senator  Humphrey  that  we  were 
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probably  proparing  for  the  wrong  war,  with  our  NATO  preparations,  although 
I am  not  so  sure  that  makes  much  sense  in  light  of  the  way  they  are  acting 
in  I'.orlin.  But,  nevertheless,  that  is  what  he  said  and  that  what  we  ought  to 
lof)k  out  for  is  the  economic  competition  and  warfare  that  the  Soviets  were  going 
to  iis(‘  that  they  were  going  to  use  such  economic  means  in  winning  over  the 
w'orhl  to  tlnur  system. 

I S(‘<  urity  deletion.] 

Mr.  Dilon.  Mr.  Mikoyan  came  over  here  and  talked  around  the  country  about 
w'anting  to  increase  trade.  When  he  came  in  to  see  me,  he  was  very  aggressive. 
To  make  a long  story  short,  he  said  that  we  were  making  trade  impossible,  that 
th(>y  wanted  to  trade  with  us  peacefully  and  the  only  way  that  could  be  possible 
would  l)e  if  we  could  get  Congress  to  repeal  the  ban  on  most-favored-nation 
tr(‘atment  for  the  Soviet  Union,  and  if  we  would  make  available  very  large 
credits. 

lie  said  it  was  just  nonsense  to  talk  about  trade  if  we  didn’t  give  the  U.S.S.R. 
credits  because  obviously  the  Soviet  Union  was  not  in  a position  to  balance  its 
trade  right  away.  So  he  said  if  we  wanted  trade  and  didn’t  follow  up  with  big 
credits  w’e  were  obviously  insincere. 

I point('d  out  that  there  were  many  ways  that  trade  could  increase  and  that 
it  had  been  considerably  larger  in  the  past  without  these  big  credits.  Mr. 
^Mikoyan  w’as  not  interested  in  that. 

When  we  brought  up  the  question  of  lend-lease,  he  showed  no  interest  in 
resuming  any  conversations  on  that  subject  and  in  fact  for  the  first  time  for 
any  Soviet  representative  said  that  as  far  as  he  was  concerned  he  didn’t  think 
the  Soviet  Union  had  any  obligation  to  pay  anything  under  lend-lease  accounts. 
He  said  this  despite  the  fact  when  the  conversations  were  broken  apart  some  7 
or  8 years  ago,  the  Soviet  had  made  an  offer  of  $300  million.  I didn’t  press  him 
to  the  point  of  saying  whether  this  offer  is  withdrawn  or  not  and  the  subject 
was  never  raised  again.  However,  he  showed  no  interest  and  indicated  they 
didn’t  feel  they  owed  anything. 

Now,  as  far  as  the  Communist  bloc  aid  program  is  concerned,  I do  certainly 
have  here  a couple  of  charts  that  may  be  of  interest. 

(A  chart  entitled  “Bloc  Economic  and  Military  Credits  and  Grants  to  Less- 
Developed  Countries  by  Year”  was  shown  as  follows :) 


Chart  A 
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Mr.  Dillon.  You  will  see  last  year  there  was  a very  much  larger  total.  We 
don’t  necessarily  interpret  that  as  a trend  because  the  Soviet  Union  is  not  op- 
erating on  annual  appropriations,  but  just  operates  when  they  find  a time  to  do 
a job  and  it  goes  up  and  down  as  you  see  very  dramatically. 

It  may  be  noteworthy  that  since  this  thing  really  got  underway  in  1956, 
1957,  and  1958,  if  you  average  those  out,  they  all  average  out  somewhere  close 
to  the  1956  level,  the  700  million  level,  and  there  is  no  indication  that  that  will 
slow  down  in  the  next  year  or  two. 

It  is  a fact  that  the  largest  amount  was  in  1958. 

Now,  those  figures  are  somewhat  different  from  the  figures  that  were  made 
public  in  the  past  because  these  are  net  figures  and  they  exclude  the  $300  million 
of  credits  to  Yugoslavia  that  were  canceled  by  the  Soviet  Union  and  other  bloc 
countries  when  Yugoslavia  refused  to  go  along  with  their  foreign  policy  of  cold 
war  with  the  West. 

Also  we  found  out  that  some  of  the  Soviet  military,  the  bloc  military  credits 
that  we  had  information  on  before  were  not  entirely  on  a credit  basis  and  that 
some  20  percent  of  them  were  downpayments,  actually  in  cash  at  the  time,  so 
there  is  about  $140  million  that  we  thought  were  credits  at  that  time  that  turned 
out  not  to  be  and  have  been  deleted  from  the  total.  This  net  total  comes  to 
about  $2.4  billion  and  is  an  aggregate  figure  so  far  as  we  know. 

(A  chart  entitled  “Bloc  Economic  and  Military  Credits  and  Grants  to  Lress 
Developed  Countries,  January  1954-December  1958,  in  Millions  of  U.S.  Dollars” 
was  shown,  see  on  p,  434. ) 

Mr.  Dillon.  This  shows  the  countries  to  which  the  credits  have  gone  and  how 
they  are  divided  between  economic  and  military  credits.  This  shows  1954  to 
1958  but,  practically  speaking,  almost  all  of  the  credits  were  expended  between 
1955  and  1958. 

Two-thirds  is  economic  and  one-third  military  and  the  military  is  largely 
concentrated  in  the  United  Arab  Republic,  Indonesia,  and  Iraq.  I think  the 
Iraq  program  is  rather  interesting  because  this  is  all  new  since  the  Iraq  revolu- 
tion. In  6 months  they  moved  in  very  rapidly  and  are  already  making  very  sub- 
stantial deliveries  against  that  $120  million  figure  of  military  aid  for  Iraq. 

The  Yugoslav  figure  is  greatly  reduced.  It  represents  credits  already  used 
up. 

(A  chart  entitled  “Bloc  Economic  Aid  to  Less  Developed  Countries  With  U.S. 
Comparisons,  Mid-1955,  December  1958,  in  Millions  of  Dollars  (U.S.  Dollars)” 
was  shown,  see  p.  435. ) 

Mr.  Dillon.  The  third  chart  is  merely  to  show  a general  comparison  of  what 
they  have  done  with  what  a part  of  the  free  world  effort  has  been  in  the  same 
area.  It  is  not  meant  to  be  an  accurate  total  comparison  because  we  have 
found  that  is  almost  impossible  to  do — to  get  a complete  record  of  all  free  world 
assistance,  including  private  investment,  that  has  gone  into  these  areas. 

The  chart  shows  Communist  bloc  economic  aid  to  each  country  where  they  have 
programs.  It  also  shows  a somewhat  comparable  figure  for  the  United  States,  a 
figure  which  includes  technical  assistance,  and  other  mutual  security  aid,  our 
Public  Law  480  deals,  and  Export-Import  Bank  loans. 

The  chart  shows  the  large  amount  of  bloc  aid  to  the  United  Arab  Republic.  It 
shows  a large  amount  compared  to  the  United  States  in  Afghanistan.  The  figures 
are  larger  than  ours  in  Indonesia  also. 

In  India  our  economic  assistance  is  very  substantially  greater  than  bloc 
credits,  primarily  because  of  a very  large  Public  Law  480  transaction.  However, 
there  are  also  other  development  credits  started  last  year  which  are  very  large. 

In  addition  to  the  size  of  bloc  grants  and  credits,  it  is  significant  that  they  are 
also  moving  rapidly.  The  last  year  saw  an  even  more  rapid  movement  in  the 
technical  assistance  field. 

(A  chart  was  shown,  entitled  “Bloc  Economic  Technicians  in  Less  Developed 
Countries,  July  1-December  31, 1958,”  seep.  437.) 

Mr.  Dillon.  This  chart  shows  Communist  bloc  economic  technicians  sent  to 
free  world  nations  last  year.  It  shows  they  have  2,800  economic  technicians  in 
some  17  countries.  There  also  were  1,200  military. 

These  2,800  economic  technicians  compare  with  some  4,600  American  tech- 
nicians in  the  whole  area  of  Africa  and  Asia.  That  might  be  a comparable  area. 

If  you  just  pick  the  countries  listed  on  this  chart  where  there  are  some  Soviet 
technicians,  the  Soviets  outnumber  us  about  2,800  to  2,300.  However,  that  is 
not  necessarily  a fair  comparison,  so  on  the  broad  scale  of  the  area  we  are  still 
considerably  ahead  of  them. 
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There  is  another  factor  that  particularly  interested  me : It  is  that  the  total  of 
2,800  today  compares  with  1,600  a year  ago.  That  is  an  increase  of  1,200  addi- 
tional technicians  in  1 year,  representing  a 75-percent  increase.  The  increase  in 
our  effort — and  we  made  great  efforts  to  increase  our  technical  assistance  pro- 
gram— was  a worldwide  total  of  600  individuals.  So  they  increased  twice  as 
fast  as  we  did. 

They  have  obviously  an  advantage  on  us  in  this  field  which  they  will  always 
have,  which  is  that  they  can  draft  and  do  draft  their  technicians  and  can  order 
them  to  go  where  they  want  at  a moment’s  notice,  and  do  so. 

Their  technicians  are  capable  and  do  a good  job  generally.  They  don’t  mix 
politics  with  it  much.  But  there  has  been  a legend — I think  that  is  advisably  the 
right  word  for  it — that  all  the  Soviet  technicians  speak  the  local  language  and 
mix  with  the  local  people  like  brothers.  However,  the  facts  we  have  been  able 
to  gather  show  this  is  not  the  case  at  all.  The  great  majority  do  not  speak  the 
local  language. 

That  is  not  true  of  certain  medical  technicians  and  others  who  have  been 
trained  to  stay  in  a country  for  a long  time,  but  their  industrial  technicians  gen- 
erally are  not  dfferent  from  ours.  The  go  in  and  do  a job  and  stay  more  or  less 
by  themselves,  and  when  they  are  finished  they  leave. 

That  doesn’t  mean  to  say  they  are  not  competent,  but  they  are  no  more  compe- 
tent and  don’t  do  any  better  job  than  our  technicians.  In  fact,  generally  speaking, 
I think  on  the  average  their  job  is  probably  not  quite  as  competent  as  the  job 
done  by  U.S.  technicians. 

It  is  perfectly  clear  that  this  technical  assistance  field  is  an  important  and 
growing  area  of  competition. 

So  much  for  the  Soviet  offensive. 

I think  it  is  very  clear,  yet  I want  to  make  it  expressly  clear,  that  we  feel  this 
problem  of  assisting  the  underdeveloped  countries  to  maintain  and  improve  their 
standard  of  living  in  the  face  of  the  tremendous  populaton  explosion  that  is 
underway  in  many  of  them,  is  a vital  necessity  and  something  we  have  to  do  in 
our  own  interest,  regardless  of  what  the  Soviets  do. 

The  difference  between  the  standards  of  living  of  their  own  nations  and  the 
industrialized  nations  is  now  well  known  to  these  people.  They  know  through 
radio  and  pictures  that  other  people  in  the  world  live  differently.  They  know 
these  differences  are  not  necessary.  That  creates  tremendous  tensions  and  tre- 
mendous drive  for  improvement,  and  if  we  show  no  interest  and  don’t  help,  it 
would  lead  to  very  bad  feeling. 

Conversely,  where  we  have  shown  an  interest  in  helping,  as  in  India  in  the 
last  couple  of  years,  I think  we  can  report  that  the  feeling  toward  the  U.S.  Gov- 
ernment is  considerably  improved  over  what  it  was  2 or  3 years  ago. 

The  fact  that  the  Soviets  are  there  and  present  an  alternative  and  argue  a case 
very  strongly  that  their  system  will  achieve  the  best  results  and  achieve  them 
quicker,  means  that  we  have  a real  threat  and  that  we  have  to  work  even  harder. 

Mr.  Dillon.  The  Soviet  economic  aid  agreements  are  generally 
agreements  made  for  a period  running  from  about  12  years  after  the 
beginning  of  the  delivery  of  the  equipment  or  of  the  actual  drawing 
down  of  money,  and  their  interest  rate  has  been  pretty  generally  2.5 
percent,  although  there  were  one  or  two  in  the  earlier  days  that  were 
as  low  as  2 percent. 

These  loan  agreements  generally  call  for  repayment  but  that  re- 
payment can  be  in  local  currency  which  can  be  used  for  the  purchase 
of  any  of  the  products  that  are  produced  in  that  particular  country. 
The  Soviet  Union  is  ready  to  take  anything,  even  though  they  may 
have  a surplus  of  it  themselves. 

As  I pointed  out  in  this  statement,  we  think  that  the  Soviet  trade 
and  aid  offensive  is  closely  tied  together  and  that  one  of  the  basic 
purposes  of  their  aid  is  to  get  a large  portion  of  the  trade  from  any 
individual  country  flowing  to  the  Soviet  Union. 

Mr.  Thomas.  Even  though  they  have  a surplus  of  that  same  prod- 
uct in  their  own  country  ? 

Mr.  Dillon.  That  is  right,  sir. 

Mr.  Thomas.  What  do  they  do  with  it,  then  ? 
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Mv.  Dili  .ox.  Well,  I asked  Ambassador  Menshikov  concerning  pur- 
(^liases  of  Egyptian  cotton  when  the  Soviet  is  a large  producer  and 
even  a seller  of  some  of  it  abroad.  He  said  it  was  very  easy  for  them 
in  a jilanned  economy  because  they  just  told  their  farmers  to  grow  a 
little  less  cotton  and  grow  something  else. 

Mr.  T iiOMAS.  They  are  doing  the  same  thing  with  reference  to 
aluminum;  are  they  not? 

Mr.  Dillox.  He  said  that  was  one  of  the  advantages  of  their  type 
of  economy  over  ours.  In  aluminum  I think  there  is  a little  differ- 
ent situation.  They  are  selling  aluminum  abroad  in  order  to  get  for- 
eign exchange  to  buy  machinery  and  things  which  they  feel  they  need 
more  than  aluminum. 

HESTKICTIONS  I’LACED  ON  LOANS  OF  THE  UNITED  STATES  AND  SOVIET  UNION 

Mr.  Thomas.  Mr.  Dillion,  do  they  require  that  the  finished  mate- 
rial or  any  raw  material  that  is  necessary  for  the  foreign  purchaser 
to  acquire  outside  of  his  own  country  has  to  come  from  Russia,  or  is 
the  borrower  permitted  to  buy  it  anywhere  he  wants  to? 

i\Ir.  Dillon.  No,  sir ; they  generally  specify  where  it  comes  from.  It 
may  come  from  Russia  or  any  of  the  various  Soviet  satellites. 

^Ir.  Thomas.  But,  if  it  does  not  come  from  within  the  borrowing 
country,  it  must  come  from  one  of  their  own  kind,  meaning  the  Soviets  ? 

Mr.  Dillon.  Yes,  sir. 

Mr.  Thomas.  How  does  that  differ  from  our  loans  ? 

Mr.  Dillon.  That  does  not  differ  v^ry  much  from  our  Export- 
Import  Bank  Loans. 

Mr.  Thomas.  I am  talking  about  your  fund  now. 

Mr.  Dillon.  It  differs  from  the  F und  loans  because  we  do  not  make 
a requirement  that  the  equipment 

Mr.  Thomas.  Do  we  give  them  the  money  and  then  they  can  buy 
their  raw  materials  and  finished  products  any  place  on  earth  ? 

Mr.  Dillon.  That  is  correct,  except  if  they  wish  to  buy  in  the  United 
States,  we  are  very  happy  and  we  would  tell  them  that. 

Mr.  Thomas.  Would  they  take  our  money  under  our  program  and 
buy  from  Russia  ? 

Mr.  Dillon.  No,  sir;  it  is  only  in  the  free  world  that  they  are  al- 
lowed to  buy. 

Mr.  Thomas.  We  have  a limitation  to  the  effect  that  they  cannot  buy 
from  the  Communist  bloc  ? 

Mr.  McIntosh.  And,  furthermore,  all  procurement  is  subject  to 
our  approval.  All  items  procured  are  subject  to  our  approval. 

Mr.  Thomas.  What  do  you  mean  ? 

Mr.  McIntosh.  If  we  make  a loan  of  $1  million  for  the  purchase 
of  machinery,  the  machinery  and  purchase  orders  placed  are  subject 
to  the  approval  of  the  Development  Loan  F und. 

Mr.  Dillon.  Yes.  That  is  to  be  certain  that  they  do  not  buy  at  too 
high  a price. 

Mr.  Thomas.  If  they  wanted  to  buy  it  from  England  or  France,  or 
any  of  our  friends,  you  would  not  object? 

Mr.  Dillon.  No,  sir. 

Mr.  McIntosh.  But  we  require  that  it  be  bought  on  a competitive 
bid  basis. 
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Mr.  Thomas.  But  it  depends  upon  whether  you  are  getting  your 
money’s  worth,  and  not  where  or  from  whom  they  buy  it? 

Mr.  Dillon.  That  is  right. 

We  feel  that  the  Soviet  offensive — the  idea  is  if  they  can  get  their 
trade  flowing  very  closely  between  a small  country  and  the  Soviet 
Union,  they  would  be  in  a position  to  really  control  that  country 
economically  and  also  politically.  They  showed  what  they  could 
do  last  fall  in  the  case  of  Finland,  which  has  about  30  percent  of 
their  exports  going  to  the  Soviet  Union. 

SOVIET  LOANS 

Mr.  Thomas.  What  countries,  Mr.  Secretary,  is  Russia  making 
loans  to?  Are  they  making  loans  to  some  of  the  same  countries 
that  we  are  ? 

Mr.  Dillon.  Some  of  them.  Their  largest  loans  have  been  made 
to  the  United  Arab  Republic,  to  Afghanistan,  India,  and  Indonesia. 

Mr.  Thomas.  Is  there  a table  in  the  justifications  showing  the  coun- 
tries to  whom  they  are  making  the  loans  and  the  amounts  of  money 
involved  ? 

Mr.  Dillon.  Yes,  sir. 

Mr.  Thomas.  Will  you  give  us  a table  showing  the  total  amount 
and  the  dates  of  these  loans  ? 

Mr.  Dillon.  We  will  supply  you  with  a table;  yes,  sir. 

(The  table  referred  to  follows:) 

Sino-Soviet  bloc  credits  and  grants  extended  to  underdeveloped  countries  of  the  free 

world,  Jan.  1,  1954,  to  Dec.  31,  1958 


[In  millions  of  dollars] 


Area  and  country 

Total 

Economic  i 

Military 

Total 

2, 384 

1,602 

782 

Middle  East  and  Africa 

1, 146 

566 

580 

Egypt 

626 

311 

315 

Ethiopia  

2 

2 

0 

Iran 

3 

3 

0 

Iraq 

120 

0 

120 

Syria 

323 

195 

128 

Tm-key._ 

13 

13 

0 

Yemen 

59 

42 

17 

South  and  southeast  Asia 

966 

764 

202 

Afghanistan  

159 

127 

32 

Burma.  

34 

34 

0 

Cambodia 

34 

34 

0 

Ceylon.  

58 

58 

0 

India 

304 

304 

0 

Indonesia _ 

364 

194 

170 

Nepal 

13 

13 

0 

Europe . _ _ 

168 

168 

0 

Iceland 

5 

5 

0 

Yugoslavia  

163 

163 

0 

Latin  America 

104 

104 

0 

Argentina  

102 

102 

0 

Brazil  

2 

2 

0 

1 Including  grant  aid  to  Egypt  ($5,000,000),  Cambodia  ($34,000,000),  Ceylon  ($16,000,000),  and  Nepal 
($13,000,000). 
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Mr.  Dillox.  In  the  case  of  Finland  by  merely  refusing  to  extend 
tlieir  trade  agreement  and  to  enter  into  talks  for  what  they  were  going 
to  ])urcliase  in  1959  and  also  because  of  the  cancellation  of  certain 
oi-ders,  tliere  resulted  such  potential  economic  trouble  to  Finland  last 
fall  that  it  brought  about  the  fall  of  a government  to  which  the 
Soviets  were  opposed  and  the  creation  of  a new  government  which 
I do  not  think  is  at  all  pro-Soviet,  but  which  does  not  contain  members 
of  the  Conservative  Party  to  which  the  Soviet  Union  was  opposed. 

Mr.  Tiio:mas.  Do  you  set  out  a table  showing  the  countries  to  whom 
we  have  made  these  loans?  Where  is  that  table?  What  page  is 
that  on  ? 

j\Ir.  McIntosh.  On  page  3,  sir. 

ATTITUDE  OF  RECIPIENTS  OF  LOANS  TOWARD  THE  UNITED  STATES 

Mr.  Thomas.  Here  it  is  right  here.  After  making  these  loans,  has 
there  been  any  change  in  the  attitude  of  those  countries  toward  our 
country  ? 

Mr.  Dillon.  I think  very  definitely  in  the  case  of  India  that  has 
been  true.  The  general  attitude  over  the  last  few  years  has  graphi- 
cally improved.  I would  not  say  it  was  only  on  account  of  these  loan 
agreements,  but  I think  our  interest  in  their  development  certainly 
had  a very  great  part  in  that. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Kooney,  do  you  have  any  questions  ? 

POSTPONEMENT  OF  CONSIDERATION  OF  SUPPLEMENTAL  REQUEST 

Mr.  Kooney.  Do  I correctly  understand  that  your  situation  is  such 
that  if  you  do  not  get  the  requested  $225  million  that  for  a period  of 
4 months  you  will  be  standing  still  ? 

Mr.  Dillon.  From  now  on  until  such  time  as  we  get  our  money 
for  fiscal  year  1960.  I assume,  based  upon  past  experience,  we  prob- 
ably will  not  get  that  until  the  middle  of  August. 

Mr.  Rooney.  You  will  not  get  that  until  after  the  first  of  July,  if 
then. 

Mr.  Dillon.  I think  the  middle  of  August  has  been  the  usual  thing. 

Mr.  Kooney.  That  is  par  for  the  course  ? 

Mr.  Dillon.  Yes,  sir. 

Mr.  Kooney.  Now,  when  you  sign  a letter  of  intent  in  connection 
with  the  loans  mentioned  in  these  justifications,  and  when  you  sign  a 
loan  agreement,  there  is  attendant  publicity  in  the  country  with  which 
we  are  doing  business ; is  there  not  ? 

Mr.  Dillon.  That  is  correct ; yes,  sir. 

Mr.  Rooney.  And  the  people  of  that  country  are  led  to  expect  that 
the  loan  is  something  definite  and  that  it  is  going  to  be  culminated  as 
soon  as  possible  ? 

Mr.  Dillon.  I think  they  are  led  to  expect  there  will  be  some  action ; 
yes,  sir. 

Mr.  Kooney.  And  a delay  in  culmination  of  the  loan  agreement  and 
the  dirt  flying  is  not  to  our  advantage  but,  on  the  contrary,  is  to  our 
disadvantage  insofar  as  our  relations  with  that  country  are  concerned  ? 
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Mr.  Dillon.  I think  that  is  correct,  sir.  I think  the  faster  that 
the  loans  can  get  started,  the  better. 

DIFFERENCE  BETWEEN  OPERATION  OF  DEVELOPMENT  LOAN  FUND  AND 

EXPORT-IMPORT  BANK 

Mr.  Eooney.  It  might  be  well  if  you  explained  the  difference  be- 
tween the  Development  Loan  Fund — and  I was  not  a devotee  of  the 
proposition  at  the  outset,  as  I have  advised  you,  Mr.  Secretary,  but  we 
have  it  and  I now  take  the  position  that  we  must  implement  it — would 
you  tell  us  for  the  record  the  differences  between  the  Development 
Loan  F und  and  the  Export-Import  Bank  ? 

Mr.  Dillon.  Well,  that  is  very  clear.  The  Export-Import  Bank  is 
primarily  charged  by  the  Congress  with  promoting  U.S.  exports  and 
imports  and  it  primarily  promotes  exports. 

Funds  loaned  from  the  Export-Import  Bank  normally  must  be 
used  for  purchases  in  the  United  States  which  means  that  the  Export- 
Import  Bank  normally  does  not  provide  for  any  local  currency  ex- 
penditures or  expenditures  in  the  local  country  concerned  in  its  loans 
and  also  the  loan  must  be  repayable  in  dollars. 

The  Development  Loan  Fund,  on  the  other  hand,  can  make  loans 
that  are  repayable  in  the  currency  of  the  borrower.  This  is  of  great 
assistance  in  the  case  of  countries  where  there  may  be  a good  project, 
but  where  the  country  does  not  have  the  capacity  to  repay  in  hard 
currency  over  a reasonably  short  period  of  time. 

Second,  the  Development  Loan  Fund  can,  where  circumstance 
warrants,  make  loans,  the  proceeds  of  which  can  be  used  for  local 
currency  expenditures  as  well  as  for  foreign  exchange  purposes. 

As  I said  in  answer  to  the  chairman’s  question,  the  Development 
Loan  Fund’s  funds  do  not  have  to  be  spent  in  the  United  States. 

Finally,  the  primary  objective  of  the  Development  Loan  Fund  is  a 
foreign  policy  objective  of  promoting  economic  development  in  the 
less  developed  areas  which  contrast  with  the  Export-Import  Bank’s 
job  of  promoting  U.S.  exports  wherever  they  may  go. 

INTEREST  rates 

Mr.  Eoonet.  What  is  the  situation  with  regard  to  a comparison  of 
the  interest  rates  on  the  Sino- Soviet  loan  agreements  and  transactions 
as  compared  with  the  interest  rates  on  the  loans  set  forth  in  this  set 
of  justifications  ? 

Mr.  Dillon.  The  loan  rate  of  the  Development  Loan  Fund  is  cur- 
rently 3.5  percent  for  what  we  call  ‘‘basic  projects,”  which  are  non- 
revenue producing.  However,  for  a factory  or  something  of  that  na- 
ture— 

Mr.  Thomas.  Commercial 

Mr.  Dillon.  A commercial  thing,  our  rate  is  the  same  as  the  Export- 
Import  Bank,  whatever  that  may  be. 

Mr.  Thomas.  Which  is  five  and  a quarter  percent,  or  5.5  percent;  is 
it  not? 

Mr.  Dillon.  It  is  currently  running  about  that  rate.  I believe  the 
average  rate  comes  to  something  just  over  4 percent  on  the  loans  that 
we  have  made  up  to  now.  The  Soviet  rate  is  2.5  percent. 
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'Fho  advantage  that  we  have  to  offset  that  difference  in  rates  is  that 
some  of  our  loans  are  for  a term  somewhat  longer  than  12  years,  which 
is  standard  in  the  Soviet  loans.  Also  we  accept  repayment  in  local 
curi-encies  without  requiring  the  right  to  export  the  products  we  may 
buy  in  that  local  currency. 

It  appears,  however,  that  the  Soviet  Union  is  beginning  to  move  in 
that  same  direction,  and  is  beginning  to  make  loans  of  that  same  nature 
where  they  will  accept  local  currencies  even  if  there  are  no  export 
products  to  go  along  with  it. 

loan  to  turkey 

Mr.  Rooney.  A while  ago  mention  was  made  that  a loan  agreement 
with  Turkey  was  the  only  loan  agreement  which  was  in  default  or 
delinquent. 

What  are  the  facts  with  regard  to  that?  Has  Turkey  refused  to 
make  payment,  or  did  she  offer  some  payment.?  What  are  the  details? 

Mr.  Dillon.  This  was  an  ICA  loan,  and  Mr.  Murphy  will  respond 
to  that. 

Mr.  Murphy.  The  situation,  Mr.  Rooney,  is  that  Turkey  found  her- 
self in  a very  serious  foreign  exchange  position  and  was  unable  to 
make  the  repayment  called  for  by  the  loan  in  dollars.  She  did  offer 
to  pay  the  equivalent  in  Turkish  lire,  but  for  reasons  of  policy  the 
United  States  Government  did  not  wish  to  accept  the  payment  in 
that  way.  We  must  have  dollar  repayment  which  the  Turks  were  un- 
able to  make,  and  therefore  the  loan  is  in  default. 

Mr.  Rooney.  Is  it  still  in  default  ? 

Mr.  Murphy.  Yes,  sir. 

Mr.  Rooney.  What  is  the  amount  of  that  loan  ? 

Mr.  Murphy.  I do  not  know  the  amount  of  tlie  loan,  sir,  but  the 
amount  of  defaulted  payments,  of  which  there  are'  six,  were  about 
$2  million  each,  equivalent,  and  so  it  is  in  the  neighborhood  of  $13 
million  which  would  be  in  default  at  this  time. 

Mr.  Dillon.  In  addition,  Mr.  Chairman,  in  the  Turkish  situation 
there  was  a very  helpful  and  important  development  last  summer 
when  the  Turkish  Government  agreed  to  make  improvements  in  their 
financial  practices  and  accept  the  recommendations  of  the  Interna- 
tional Monetary  Fund.  At  that  time  they  devalued  their  currency 
and  they  cut  back  on  spending  and  on  the  use  of  credit  in  Turkey,  all 
in  accordance  with  the  recommendations  of  the  International  Mone- 
tary Fund. 

At  the  same  time  it  was  necessary  for  them  to  enter  into  agi'eements 
consolidating  their  debts  and  extending  their  payments.  They  had 
short-term  debts  that  they  were  not  able  to  meet  all  over  the  world, 
and  the  joint  agreement  with  all  their  creditors  has  just  been  com- 
pleted in  Paris.  They  have  extended  these  debts  for  some  time,  and 
as  part  of  that  process,  the  ICA  repayment  period  has  been  extended. 

In  working  this  out,  the  European  countries  involved,  as  well  as 
ourselves,  made  available  substantial  additional  credits  to  Turkey. 
This  was  an  international  operation  which  we  think  was  a very  favor- 
able development  last  year  because  it  showed  that  other  countries  are 
prepared  to  help  in  carrying  this  burden. 
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LOANS  TO  ISRAEL 

Mr.  Kooney.  I refer  to  page  34  of  the  justifications  with  regard  to 
two  loans  to  Israel,  one  for  $5  million  to  Israel  Industrial  Institution, 
Ltd.,  repayable  in  10  years  at  5 percent  in  Israeli  pounds,  and  the  other 
in  the  amount  of  $15  million  repayable  in  15  years  at  5.25  percent  in 
Israeli  pounds. 

Do  you  have  the  money  to  make  these  loans  in  the  current  fiscal 
year? 

Mr.  Dillon.  Yes,  sir.  The  funds  for  all  the  loans  listed  here  have 
actually  been  allocated. 

Mr.  Kooney^.  These  are  allocated  ? 

Mr.  Dillon.  Yes,  sir. 

Mr.  Eooney.  Out  of  the  amount  of  principal  already  advanced  to 
the  Development  Loan  F und ; is  that  correct  ? 

Mr.  Dillon.  That  is  correct. 

Mr.  McIntosh.  We  have  made  no  loans  beyond  the  $700  million  of 
funds. 

Mr.  Rooney.  These  loans  have  been  made ; is  that  correct  ? 

Mr.  Murphy.  No;  the  agreement  for  one  of  them,  sir,  the  $15  mil- 
lion loan,  actually  was  signed  in  fiscal  year  1958.  The  $5  million  one 
is  in  this  stage : The  letter  of  advice  has  been  issued  on  it. 

Mr.  Perry.  We  have  disbursed  nearly  $7  million  under  the  $15 
million  loan. 

Mr.  Rooney.  And  no  money  as  yet  under  the  $5  million  loan  ? 

Mr.  Perry.  No,  sir.  We  are  in  the  process  of  preparing  the  agree- 
ment to  negotiate  with  them. 

Mr.  Rooney.  Thank  you,  Mr.  Chairman. 

POSTPONEMENT  OF  CONSIDERATION  OF  SUPPLEMENTAL  REQUEST 

Mr.  Boland.  With  respect  to  the  efficacy  of  the  program,  Mr.  Sec- 
retary, there  has  been  some  discussion  indicating  that  actually  when 
the  program  is  going  to  be  any  good  or  when  it  becomes  most  effective 
is  when  the  dirt  starts  to  fly.  But  does  not  the  importance  of  the 
Development  Loan  Funds  start  long  before  that  time?  It  actually 
starts  when  the  Board  of  Directors  approve  the  loan,  and  a commit- 
ment is  made  ? 

This  is  the  important  thing ; is  it  not  ? 

Mr.  McIntosh.  I think  so. 

Mr.  Dillon.  That  is  correct. 

Mr.  Boland.  So,  if  there  were  a delay  of  90  days  or  4 or  5 or  6 
months,  this  would  cause,  in  your  judgment,  great  harm  to  the  pro- 
gram, and  great  damage  ? 

Mr.  Dillon.  I think  it  would,  because  the  countries  concerned  can- 
not make  their  plans  firm  and  go  ahead  until  such  time  as  they  re- 
ceive a letter  of  advice  and  know  that  we  have  approved  the  loan. 
Then  the  wheels  are  set  in  motion  and  the  dirt  flies,  maybe,  15  months 
after  that.  We  have  tried  to  speed  that  time  up  as  much  as  we  can, 
but  if  we  delayed  the  signing  of  those  things,  we  delay  the  dirt  flying 
by  just  that  much  time. 

Mr.  Boland.  And,  then,  you  would  say  the  propaganda  value  and 
the  feeling  which  might  be  engendered — the  good  feeling — develops 
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at  the  time  tlie  commitment  is  entered  into.  The  applicant  nation 
then  knows  the  commitment  is  approved  and  the  formal  agreements 
are  then  entered  into  after  approval.  This  is  the  important  thing 
from  the  point  of  view  of  good  relations? 

Mr.  McIntosh.  Psychologically  I think  that  is  correct. 

LOAN  TO  lEAN 

I think  an  example  of  the  disadvantage  of  our  present  situation  of 
liaving  no  funds  can  be  found  in  Iran.  The  Chase  International  In- 
vestment Corp.,  Lazard  Freres,  and  a group  of  private  banks  in  Eu- 
rope, as  well  as  the  Government  of  Iran,  and  the  World  Bank,  have 
all  agreed  to  put  up  capital  and  make  loans  for  a development  bank 
which  we  think  would  be  of  great  benefit  to  Iran  in  making  loans  to 
small  industries.  The  Iranian  Government  has  taken  the  position 
that  they  want  the  Development  Loan  Fund  also  to  make  this  pro- 
posed bank  a loan. 

Although  we  are  very  sympathetic  to  this  project,  we  have  not  been 
able  to  tell  them  anything  because  we  have  no  funds,  and  we  have 
refused  to  make  any  commitment  until  we  have  funds. 

Mr.  Rooney.  Why  do  we  need  to  get  into  that  if  the  Chase  Interna- 
tional Corp.  is  involved  in  it  ? 

Mr.  McIntosh.  Because  the  Iranian  Government  is  going  to  give 
this  proposed  bank  the  use  of  about  $20  million  of  their  funds. 

It  IS  taking  over  an  existing  bank,  and  the  Iranian  Government  takes 
the  position  that  they  feel  we  also  should  show  our  interest  in  this 
institution. 

Mr.  Dillon.  To  answer  your  question  further,  our  interest  will  be 
senior  to  that  of  the  New  York  bankers.  They  will  buy  the  equity 
with  the  common  stock  in  the  company,  and  we  are  making  a loan. 

Mr.  Rooney.  You  never  buy  equities  under  this  program;  is  that 
correct  ? 

Mr.  Dillon.  No,  sir;  that  is  in  the  law.  We  are  not  permitted  to  do 
that  directly. 

TIME  BETWEEN  APPLICATION  AND  APPROVAL  OF  LOANS 

Mr.  Boland.  How  long  a period  of  time  would  you  say  elapses  be- 
tween the  time  that  a country  makes  formal  application  for  a loan 
under  this  program  and  the  time  the  Board  of  Directors  consider  the 
application  ? 

Mr.  Dillon.  That  would  vary,  because  one  of  the  things  that  enters 
into  that  calculation  is  the  political  importance  of  loans  to  a particular 
country.  If  a particular  country,  where  it  was  very  important  politi- 
cally to  assist  them,  were  a little  slow  in  making  their  application,  we 
might  move  extra  rapidly  on  that  application  when  it  comes  in. 

So,  I think  it  is  very  hard  to  give  a specific  statement  on  that. 

Mr.  Boland.  Well,  I think  the  answer  is  a good  answer. 

Do  you  know  how  long  the  delay  might  be  with  reference  to  what 
the  Russian  Government  does  with  respect  to  this  kind  of  program? 

Do  you  have  any  knowledge  as  to  how  long  a nation  which  appeals 
to  Russia  has  to  wait  before  receiving  approval  ? 

Mr.  Dillon.  It  depends  upon  the  political  importance  which  the 
Soviets  attach  to  their  loans.  They  move  very  rapidly  when  they 
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know  it  is  to  their  interest.  I think  an  example  of  that  is  the  case  of 
Iraq,  where  they  moved  in  after  the  revolution  last  summer,  and  in 
a period  of  weeks  had  granted  Iraq  well  over  $100  million  in  credits 
for  the  purchase  of  military  equipment.  They  have  taken  somewhat 
longer  in  making  arrangements  for  economic  assistance  to  Iraq. 
While  they  have  had  a mission  there  for  some  time  studying  the 
different  aspects,  it  has  just  been  recently  announced,  some  7 months 
after  the  revolution,  what  they  are  going  to  do,  which  is  very  sub- 
stantial. 

Mr.  Boland.  I believe  that  is  all,  Mr.  Chairman. 

Mr.  Thomas.  There  are  two  points  which  I would  like  to  clear  up  r 

amount  of  loans,  disbursements,  and  receipts 

Have  you  had  any  repayments  under  the  presently  organized  fund  ?' 

Mr.  McIntosh.  Yes,  sir. 

Mr.  Perry.  Yes,  sir;  we  have. 

Mr.  Dillon.  A small  amount. 

Mr.  Thomas.  You  have  made  loans,  since  you  have  been  in  opera- 
tion, of  how  much  ? $700  million  ? 

Mr.  McIntosh.  About  $685  million. 

Mr.  Thomas.  Well,  in  round  figures,  about  $700  million? 

Mr.  McIntosh.  Loans  or  commitments. 

Mr.  Thomas.  Let  us  take  the  loans  now.  I want  to  get  what  has 
been  paid. 

Mr.  McIntosh.  $409  million  of  loan  agreements  signed. 

Mr.  Thomas.  How  many  ? 

Mr.  McIntosh.  $409  million. 

Mr.  Thomas.  In  actual  disbursements? 

Mr.  McIntosh.  No,  sir;  those  are  the  loans  we  have  signed. 

We  have  actually  disbursed  $19  million  and  we  have  received  m 
interest  $61,682  and  approximately  $48,000  in  fees. 

Mr.  Thomas.  Have  you  had  any  repayments  ? 

Mr.  Perry.  Yo,  sir. 

Mr.  Thomas.  Have  any  repayments  been  made? 

Mr.  Perry.  No  repayments  are  due  yet. 

LENGTH  of  TIME  OF  LOANS 

Mr.  Thomas.  What  is  the  average  length  of  time  of  the  loan  ? 

Mr.  Perry.  The  average  length  of  time  I would  say  runs  approxi- 
mately in  the  neighborhood  of  12  to  15  years. 

Mr.  Thomas.  About  the  same  length  of  time  as  the  Eussian  loans  ? 

Mr.  Dillon.  Some  of  them  are  shorter,  and  some  are  longer. 

Mr.  Thomas.  But  nothing  has  been  paid  because  no  part  of  the 
principal  has  been  paid,  and  that  is  because  no  part  of  the  loan  is 
due? 

You  have  actually  disbursed  in  round  figures  $20  million  of  your 
$700  million,  but  I believe  you  say  the  exact  figure  is  $680  million? 

Mr.  Dillon.  That  is  correct. 

Mr.  Thomas.  Why  can  you  not  rework  that  other  $660  million 
around  and  do  some  business  ? 

Mr.  McIntosh.  Because  it  is  all  committed.  We  cannot  loan  it 
to  anyone  else  if  we  have  committed  it. 
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CONlTiOL  OVER  LOANS 

Afr.  4'jiomas.  Is  it  the  law  of  the  Medes  and  the  Persians  when 
you  commit  this — suppose  you  decide  you  have  made  a bad  loan? 
Ai-e  you  ^oin^  through  with  it? 

Mr.  McIntosh.  We  do  not  feel  we  have  made  any  bad  loans,  but 
if  we  liave  made  a commitment 

Mr.  Tjro:MAS.  You  certainly  reserve  unto  yourself  the  right  to 
cliauge  your  mind  on  one  of  them  ? 

^[r.  Dillon.  Once  we  sign  the  loan  agreement  we  have  no  such 
riglit  if  the  other  country  lives  up  to  the  details  of  the  agreement. 

Mr.  Thomas.  Can  you  control,  then,  whether  they  are  going  to 
live  up  to  it,  or  not? 

Mr.  Dillon.  By  not  disbursing  the  funds,  we  have  that  control. 

]\Ir.  Thomas.  You  have  a little  cushion  in  there;  do  you  not? 

Mr.  Dillon.  In  case  they  do  not  live  up  tO'  their  agreements. 

i\Ir.  Thomas.  One  further  question. 

LOANS  TO  PRIVATE  ENTERPRISE  AND  FOREIGN  GOVERNMENTS 

Are  these  loans  made  directly  to  the  country  involved,  or  are  they 
made  to  A,  B,  and  C municipal  corporations,  private  groups,  or 
individuals  in  the  country? 

Mr.  Dillon.  They  are  made  both  ways,  sir;  sometimes  one  and 
sometimes  both. 

Mr.  Thomas.  Your  table  shows  you  make  them  both  ways. 

Mr.  Dillon.  That  is  right. 

Mr.  Thomas.  Suppose  you  made  a loan  to  a private  corporation 
or  a private  individual  or  a public  group ; does  the  country  guarantee 
it  in  all  respects  ? 

Mr.  Dillon.  We  do  not  require  a guarantee  by  the  country  for 
these  loans. 

Mr.  Thomas.  Even  though  the  loan  is  made  to  the  country  itself? 

Mr.  Dillon.  They  are  made  in  the  country  itself 

Mr.  Thomas.  I mean  if  you  make  it  to  the  government  of  the 
country  ? 

Mr.  biLLON.  Oh,  yes ; in  that  case. 

Mr.  McIntosh.  That  is  an  obligation  of  that  government. 

Mr.  Thomas.  It  is  an  obligation  of  the  government  of  the  country  ? 

Mr.  McIntosh.  Yes,  sir. 

Mr.  Thomas.  And,  if  it  is  made  to  an  individual  or  private  corpo- 
ration, or  quasi-public  corporation  of  that  country,  the  government 
of  the  entire  country  does  not  guarantee  it  ? 

Mr.  Dillon.  Not  in  the  case  of  private  loans  at  all,  because  one  of 
our  objectives  by  law  is  to  develop  private  investment,  and  we  feel 
that  if  we  forced  a private  individual  to  go  to  his  government  to  get 
a guaranty 

Mr.  Thomas.  You  anticipate  me,  Mr.  Dillon.  What  part  of  your 
loans  are  now  made  to  governments  directly  where  they  are  respon- 
sible, and  what  part  are  made  to  private  individuals  or  private 
enterprise  ? 

Mr.  McIntosh.  Eoughly,  90  percent  of  our  loans  have  been  made 
to  governments  or  government  organizations,  and  10  percent  to  pri- 
vate enterprise,  but  approximately  35  percent  of  the  proceeds  of  our 
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loans  are  being  used  to  purchase  equipment  or  material  for  private 
enterprise. 

Mr.  Dillon.  Directly  for  private  enterprise.  An  example  of  that 
sort  of  thing  is  in  the  Philippines 

Mr.  Thomas.  In  other  words,  with  90  percent  of  our  loans  we  are 
putting  the  governments  of  the  countries  in  business  ? 

Mr.  McIntosh.  No,  sir ; they  are  not  for  business 

Mr.  Thomas.  What  are  they  for  ? 

Mr.  McIntosh.  For  dams,  irrigation  projects,  and  so  on. 

Mr.  Dillon.  A number  of  them,  when  they  are  for  private 
things 

CRITERIA  FOR  MAKING  LOANS 

Mr.  Thomas.  Wliat  is  your  yardstick  ? 

Mr.  Dillon.  In  the  case  of  the  Philippines,  Mr.  Chairman,  they 
have  a development  bank  there  which  happens  to  be  run  by  the  Gov- 
ernment, but  it  is  only  because  it  is  a part  of  the  National  Bank  of 
the  Philippines.  Its  only  objective  is  to  make  loans  to  private  enter- 
prise, which  it  does. 

Mr.  Thomas.  I want  to  read  the  act,  and  here  is  your  yardstick 
on  making  the  loans : 

You  follow  the  act,  of  course  ? 

Mr.  Dillon.  Yes,  sir. 

Mr.  Thomas.  The  act  lays  down  your  yardstick  imder  which  you 
make  a loan : 

The  basic  lending  policies  of  the  DLF  originate  in  specific  statutory  require- 
ments. These  require  that  it  take  into  account  in  any  financial  transaction 
(1)  whether  financing  could  be  obtained  in  whole  or  in  part  from  other  free- 
world  sources,  (2)  the  economic  and  technical  soundness  of  the  activity  to  be 
financed — 

and  that  is  a pretty  broad  pattern  there,  is  it  not  ? 

(3)  Whether  the  activity  gives  reasonable  promise  of  contributing  to  the 
development  of  economic  resources  or  to  the  increase  of  productive  capacities. 

Of  course,  there  is  your  big  one. 

(4)  The  possible  adverse  effects  upon  the  economy  of  the  United  States  with 
special  reference  to  areas  of  substantial  labor  surplus. 

Well,  we  have  several  of  those  areas  in  this  country. 

Let  us  go  back  to  item  No.  3 : 

Whether  the  activity  gives  reasonable  promise  of  contributing  to  the  develop- 
ment of  economic  resources  or  to  the  increase  of  productive  capacities. 

Mr.  Dillon.  Yes,  sir. 

Mr.  Thomas.  That  is,  in  the  country  involved  also  ? 

Mr.  Dillon.  Yes,  sir. 

Mr.  Thomas.  Does  it  make  any  difference  whether  that  is  aid  to  the 
government  in  going  into  business  herself?  Here  is  X country  over 
here,  and  here  is  A country,  or  “A”  individual  in  the  cement  business, 
and  you  are  going  into  X country  and  loan  the  government  this  money 
to  spend  to  put  up  another  cement  factory. 

I was  in  Turkey  last  year,  and  we  could  not  get  any  cement  for 
the  Armed  Forces.  We  needed  it  very  badly.  But  I understand 
you  had  made  several  loans  there  for  some  cement  factories  to  the 
government,  or  maybe  private  enterprise. 
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However,  I am  just  wondering  whether  you  are  putting  the  govern- 
ment in  competition  with  the  private  concern  or  whether  you  are 
goini!;  to  do  mucligood  in  the  long  run? 

You  are  not  concerned  with  the  source  of  the  production,  but  just 
so  there  is  piTxluction  whether  it  is  private  enterprise  or  government? 

.>fr.  Dillon.  No,  sir;  we  are  concerned  with  whether  it  is  private 
enteri)rise  or  not.  We  are  interested  in  manufacturing  businesses  of 
tliat  nature,  and  we  do  attempt  to  stimulate  private  enterprise.  We 
do  favor  pi-ivate  proposals  over  government  proposals  in  all  cases  of 
tliattype. 

Mr.  Thomas.  Well,  90  percent  of  your  loans  have  been  made  to 
governments;  have  they  not? 

Mr.  Dillon.  A large  part  of  those  are  for  such  things  as  dams,  har- 
bors, roads,  and  things  of  that  nature,  and  some  for  electric  power 
projects  which  private  enterprise  is  not  interested  in  carrying  out  in 
these  areas  of  the  world. 

HOTEL  IN  TUEKEY 

Mr.  Thomas.  I noticed  last  year  the  very  nice  hotel  in  Istanbul, 
Turkey.  I asked  our  people  over  there  if  the  real  estate  people  had 
a hand  in  that  and,  lo  and  behold,  they  did  not. 

It  was  a loan  to  the  Government,  and  the  Government  itself  owned 
the  hotel  and  it  was  being  operated  as  an  agent  of  the  Government 
on  a fee  basis,  and  it  had  no  financial  interest  in  it.  So,  I was  just 
wondering  what  is  the  long-run  value  to  the  productive  capacity  of 
private  enterprise  of  Turkey  as  a result  of  setting  up  a luxury  hotel  ? 

Of  course,  you  are  going  to  get  people  from  ail  over  the  world  com- 
ing in  there,  and  spending  some  money. 

Mr.  MoIntosh.  That  is  the  chief  advantage;  it  brings  in  foreign 
currency. 

Mr.  Thomas.  By  doing  that,  are  you  following  the  statute  by  in- 
creasing the  productive  enterprise  of  the  country  ? I asked  the  people 
about  it.  I said,  “Could  you  not  have  better  spent  this  money  over 
here  by  letting  some  fellow  go  over  here  and  build  a shoe  factory  or 
cement  factory,  or  build  a little  automobile  factory?”  That  country 
does  not  manufacture  automobiles.  It  has  now,  through  the  economic 
arrangements  with  this  country,  prohibited  itself  from  even  im- 
porting a single  automobile  or  a single  truck  or  a single  automobile 
tire. 

Why  did  you  not  spend  the  money,  instead  of  building  a luxury 
hotel,  to  build  a little  tire  factory  or  something  ? 

I am  just  questioning  the  judgment  of  some  of  our  people  now. 

Are  they  all  college  professors  over  there  ? 

Mr.  Dillon.  No,  sir ; we  have  not  spent  any  money  for  these  hotels. 

Mr.  McIntosh.  The  Development  Loan  Fund  has  made  no  hotel 
loans. 

Mr.  Dillon.  The  ICA  had  nothing  to  do  with  it,  either. 

Mr.  Rooney.  Was  not  that  money  from  a fund  of  the  civil  service 
employees  of  Turkey  ? 

Mr.  Peery.  It  was  from  their  retirement  fund. 

Mr.  Rooney.  They  built  the  building,  and  Hilton  is  managing  it. 

Mr.  Thomas.  But  I understand  a couple  of  hundred  thousand 
Amerian  dollars  went  in  there  for  the  purpose  of  building  that  hotel. 
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The  fund  was  not  in  existence  when  it  was  built.  So  you  did  not 
do  it,  but  I understand  you  put  $200,000  of  ICA  funds  in  there. 

Mr.  Murphy.  No,  sir. 

Mr.  Thomas.  How  much  did  you  put  in  there  ? 

Mr.  Murphy.  Nothing. 

Mr.  Thomas.  Yes;  there  was  $200,000  put  into  it  because  your  em- 
ployee in  Turkey — I asked  him  about  it — and  that  is  when  I said, 
^^Could  you  not  figure  out  better  ways  of  using  your  $200,000?” 

Mr.  Murphy.  I will  be  glad  to  recheck  in  the  record,  Mr.  Chair- 
man, but  this  is  not  my  understanding.  I know  of  no  assets  of  the 
mutual  security  program  that  were  devoted  to  that  hotel. 

Mr.  Thomas.  It  could  have  been  a loan  to  the  Turkish  Government 
of  $200,000  to  buy  the  land  on  w^hich  the  hotel  was  built,  but  there 
was  $200,000  of  American  funds  involved.  That  is  what  they  told 
me.  I did  not  get  it  out  of  thin  air.  This  was  the  first  time  I had 
been  there. 

Mr.  Murphy.  There  may  have  been  American  funds  involved,  but 
I am  talking  about  appropriations  for  the  mutual  security  program. 

However,  I will  be  happy  to  check  it. 

Mr.  Thomas.  That  is  what  I am  talking  about — mutual  security 
funds. 

Mr.  Murphy^.  No,  sir. 

Mr.  McIntosh.  The  Export-Import  Bank  has  made  a number  of 
hotel  loans  but  not  in  recent  years.  We  have  made  no  hotel  loans 
in  the  Development  Loan  Fund.  Regarding  private  investment  and 
industry 

Mr.  Thomas.  Well,  it  might  have  been  an  Export-Import  Bank 
loan. 

Mr.  McIntosh.  I do  not  think  they  made  a loan  of  that  nature. 

Mr.  Thomas.  It  is  my  understanding  that  this  involved  m.utual 
security  funds,  because  I was  talking  to  a mutual  security  man.  He 
could  have  been  wrong  about  it,  but  I did  not  get  the  figure  out  of  the 
clear  sky. 

Mr.  ^duRPHY.  W e will  give  you  a report  on  that. 

(The  following  information  was  supplied  for  the  record :) 

The  recheck  was  carried  out  in  accordance  with  the  chairman’s  request  and 
it  has  been  verified  that  no  mutual  security  appropriations  have  been  applied 
to  the  hotel  project. 

USE  PUT  TO  FOREIGN -AID  FUNDS 

Mr.  Jensen.  Mr.  Secretary,  I think  you  know  I have  been  quite 
critical  for  some  time  about  this  whole  loan  program,  or  giveaway 
program,  or  grant  program  to  foreign  countries.  That  feeling  has 
been  brought  about  after  I visited  some  40  nations  around  the  world 
under  the  auspices  of  the  Agricultural  Subcommittee  of  the  Appro- 
priations Committee  of  the  House  while  traveling  with  two  other 
Congressmen  and  the  chief  clerk  of  the  Agricultural  Subcommittee 
on  Appropriations.  We  saw  where  our  money  was  being  used  for 
unnecessaiy  things  and  in  most  instances  was  being  wasted  completely. 

Now,  it  seems  to  me,  after  I visited  those  nations  and  talked  to  our 
people  and  their  people,  that  in  too  many  instances  Vve  get  the  cart 
before  the  horse. 
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All  new  wealth  springs  from  mother  earth,  or  is  taken  out  of  the 
sea  year  after  year ; that  is  our  only  new  wealth,  and  here  we  find  that 
we  are  appropriating  all  of  these  taxpayers’  dollars — U.S.  taxpayers’ 
dollars — to  do  things  which  are  not  productive. 

We  can  spend  billions  upon  billions  of  dollars  in  the  Middle  East 
for  all  the  things  we  are  doing  over  there  now,  or  most  of  them,  and 
when  we  get  all  through,  in  a few  years  their  economy  will  go  right 
down  where  it  was  before  we  started  giving  them  all  this  money. 
Unless  we  have  helped  them  get  water — water — liquid  gold — so  they 
can  produce  enough  crops  and  so  they  can  feed  themselves  instead  of 
living  on  about  a 1,400-calorie  diet. 

I was  in  all  of  those  countries,  Lebanon,  Syria,  Jordan,  Israel — ^ 
and  I asked  them  what  they  were  doing  to  help  these  folks  get  water. 
They  said,  “We  are  damming  up  the  J ordan.” 

That  was  5 years  ago  and  we  were  spending  $100  million.  We  gave 
Jordan,  Lebanon,  and  Syria,  $100  million  and  then  we  gave  Israel 
$100  million  on  a cooperative  plan  to  dam  up  the  River  Jordan  and  to 
use  that  water  for  irrigation  and  other  purposes. 

As  you  know,  they  got  into  a terrific  fight  over  the  water  of  the 
Jordan. 

I asked  our  ICA  man  over  there  and  our  Ambassador,  and  all  of  our 
officials,  if  they  were  doing  anything  to  help  to  find  water,  to  dig  wells, 
and  they  said,  “There  was  no  water  under  the  ground  there,  to  speak 
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We  drove  from  Jerusalem  to  Jericho  about  5 miles  away  and  there 
I saw  a green  spot  and  I said,  “Somebody  found  water.” 

They  said  that  a preacher  came  out  here  a few  years  ago  and  found 
water. 

I said,  “I  thought  that  you  said  that  there  was  no  water  to  be 
found.” 

At  that  time  it  was  irrigating  1,800  acres  of  land  and  they  had  the 
drilling  outfit  on  full  speed. 

Our  people  over  there — ^your  people — had  not  requisitioned  a single 
well  drilling  outfit. 

Anyway,  we  went  to  Jericho  and  he  said,  “I  want  to  show  you  our 
water- spreading  program  we  have  in  Jericho.” 

J ust  to  give  you  a little  idea  how  silly  some  people  can  be  that  are 
not  practical,  he  took  us  up  a parapet  right  on  the  outskirts  of  Jericho 
and  said,  “Look,  here  is  the  water-spreading  program.  We  catch  the 
water  coming  from  the  mountains  and  we  build  up  these  dikes  and 
water  comes  down,  goes  up  against  this  dike,  and  spreads  out  and  we 
have  that  other  dike  down  there  a few  rods  away  and  the  water  breaks 
through  the  upper  dike  and  goes  in  and  hits  the  next  dike  and 
spreads.” 

He  said,  “We  have  a series  of  those  way  down  the  valley.” 

I said,  “What  are  you  raising  here  ?” 

All  I could  see  was  weeds. 

He  said,  “We  are  raising  trees.” 

Then  he  walked  off  the  parapet  and  spread  the  weeds  apart  and 
said,  “A  tree  4 feet  high  in  2 years.” 

I said,  “What  kind  of  a tree?” 

He  said,  “A  tree  for  wood.” 

I said,  “What  do  you  plant  between  the  trees  ?” 
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He  said,  “Nothing.” 

In  tlie  midst  of  starvation,  they  plant  nothing  between  the  trees. 

I said,  “How  dumb  can  you  be  ? ” 

I asked,  “Why  in  Heaven’s  name  didn’t  you  plant  vegetables  here 
to  feed  these  starving  people  if  we  are  going  to  spend  all  of  this 
money?” 

That  project  was  costing  hundreds  of  thousands  of  dollars  of 
American  taxpayers’  money. 

I could  go  on  and  on. 

The  same  condition  existed  in  Libya  and  there  was  a project  just 
about  the  same. 

I could  go  on  and  on  and  tell  you  about  these  things  but  I do  want 
to  tell  you  about  Peru  and  Chile. 

You  wonder  why  the  Communists  are  getting  stronger  down  there? 
We  take  our  Public  Law  480  money  and  spend  it  to  build  beautiful 
highways  instead  of  taking  bulldozers  and  bulldozing  a road  for  the 
farmers  that  live  way  up  above  town  and  have  to  carry  their  produce 
down  on  their  backs.  They  are  mad.  The  Communists  say,  “When  we 
take  over,  we  will  build  roads  for  you.” 

Yet,  we  build  nice  highways  for  the  big,  fine  automobiles  and  well- 
to-do  folks  and  let  the  farmers  carry  their  produce  to  town  on  their 
backs. 

I said,  “For  Heaven’s  sake,  get  your  bulldozers  busy  and  bulldoze 
some  roads  out  for  these  people  and  then  the  Communists  will  not 
have  a weapon  to  beat  us  over  the  head  with.” 

Those  are  just  a few  examples. 

Mr.  Chairman,  I do  not  want  to  belabor  this  situation,  but  in  too 
many  countries  in  the  world  where  you  have  unrest,  the  rich  and  the 
rulers  want  to  keep  it  that  way.  They  own  98  percent  of  everything 
and  control  the  whole  country  economically,  financially,  and  the  others 
just  eke  out  a bare  existence  and  then  you  wonder  why  we  have 
revolutions. 

We  have  some  land  reform  programs  going  on  and  we  have  them 
going  on  in  Formosa.  If  Chiang  Kai-shek  had  had  a land  reform 
program  in  China,  such  as  he  has  in  Formosa,  he  would  still  be  irt 
China.  We  also  have  them  going  on  in  Thailand.  We  have  them 
going  on  in  Spain  and  we  have  them  in  Italy  and  they  are  doing  won- 
derfully well  and  the  people  are  realizing  that  the  rulers  want  to 
help  the  common  man. 

You  do  not  have  to  wonder  why  all  of  this  foreign  aid  is  seen 
through  a jaundiced  eye.  I have  seen  the  most  terrible  misuse  of  our 
taxpayers’  money,  unconscionable  waste  and  misuse. 

You  cannot  develop  a territory  or  an  area  without  roads  and  with- 
out water,  and  if  you  folks  in  the  State  Department  could  finally  get 
that  through  your  heads  then  we  will  start  making  friends  around 
the  world. 

I am  a plain  spoken  gentleman,  or  an  old  coot,  as  you  may  care 
to  call  me,  but  we  can  continue  this  foreign- aid  program  until  dooms- 
day, but  until  we  get  down  to  doing  the  practical  thing,  we  are  not 
going  to  make  friends  around  the  world. 

They  are  planting  10,000  acres  of  trees  as  a windbreak  for  Bengasi 
and  what  do  you  think?  Trees  for  wood.  You  can  look  across  the 
valleys  and  see  the  mountains  covered  with  trees.  Not  fruit  trees. 
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No,  no.  Where  are  we  getting  the  water?  We  are  buying  it  from 
Bengasi  to  water  those  trees.  What  are  we  planting  between  the 
trees?  Nothing.  They  said  they  could  not  find  water. 

AVe  went  to  experimental  stations  2 miles  away  and  there  I saw 
an  8-incli  stream  of  Avater  running  and  irrigating  that  great  ex- 
perimental fann. 

I asked,  “Have  you  tried  to  find  water  in  this  town  of  10,000  acres 
of  forest  you  are  planting?” 

They  said,  “No.” 

I said.  How  stupid  can  you  get?” 

In  Turkey  our  ICA  people  wanted  to  take  us  out  and  show  us 
that  great  green  storage  bin  they  had  built  at  a cost  of  $230,000 
Avith  taxpayers’  money.  It  is  a beautiful  thing.  I asked  the  Turk- 
ish farmers  how  they  stored  their  grain  and  they  told  me,  “In  the 
pit.” 

They  had  a system  that  would  keep  wheat  indefinitely. 

I asked,  “What  do  you  think  about  this  ?” 

They  said  that  they  could  have  spent  the  money  dozens  of  othef 
Avays  and  it  Avould  have  done  us  more  good.  No,  we  had  to  show 
them  how  to  build  a great  big,  beautiful,  granary. 

It  is  one  of  those  things  that  they  blow  up  as  a balloon  and  then 
put  in  some  chicken  wire,  pour  concrete,  and  there  you  have  it. 
There  was  a series  of  them. 

In  Syria  we  drove  from  Lebanon  and  up  through  Jerusalem  and 
we  stopped  along  the  road  to  see  this  great,  wonderful  project  we 
are  building  in  Syria,  a dairy  barn  about  40  feet  wide  and  60  feet 
long  made  of  the  most  beautiful  white  stone  you  ever  saw  and  a 
chickenhouse  20  by  160  and  a silo  20  feet  in  diameter  by  60  feet 
high. 

That  cost  a pretty  penny. 

I asked,  “Why  did  you  do  this.” 

I am  sorry  to  say  and  I am  a little  ashamed  to  say  that  the  head  man 
was  from  Ames,  Iowa,  from  the  agricultural  college,  and  he  said,  “We 
built  one  like  this  in  Ames.” 

I said,  “That  is  your  excuse ; is  it?” 

He  said,  “Yes.” 

I said,  “Why  in  heaven’s  name  didn’t  you  build  little  stables  and 
chickenhouses  for  these  farmers  around  here  and  show  them  how  to 
farm  and  help  them  get  a little  water  ? ” 

He  said,  “This  is  what  we  were  ordered  to  do.”  ^ 

Do  you  wonder  why  I look  at  this  foreign-aid  program  through  a 
jaundiced  eye?  I could  go  on  and  on,  gentlemen,  and  tell  you,  about 
some  of  the  most  disgusting  things  you  ever  saw. 

Mr.  Thomas.  Wlio  approved  all  these  projects  that  you  are  talking 
about? 

Mr.  Jensen.  The  State  Department  and  the  Agriculture  Depart- 
ment. 

Mr.  Thomas.  They  were  approved  right  here  in  Washington;  were 
they  not  ? 


Mr.  Jensen.  Sure. 

Mr.  McIntosh.  That  is  all  ICA  ? 

Mr.  Jensen.  Yes ; most  of  it. 

Some  of  it  with  loans  and  some  of  it  was  your  giveaway  program. 
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Mr.  McIntosh.  Not  the  Development  Loan  Fund. 

Mr.  Kooney.  There  is  no  giveaway  in  the  Development  Loan  Fund. , 

Mr.  McIntosh.  No. 

Mr.  DmLON.  Mr.  Jensen,  we  do  agree  very  much  about  this  need  for 
water  development.  One  of  our  most  important  projects  has  been 
just  that  in  Pakistan,  where  we  have  been  trying  to  develop  ground 
water  there,  and  as  far  as  Israel  is  concerned,  last  year  the  Export- 
Import  Bank  did  make  them  a loan  of  about  $24  million  to  dig  wells 
to  develop  ground  water  in  Israel.  We  probably  were  late  in  getting 
at  it. 

Mr.  Jensen.  You  know  that  we  dug  2,650  deep  wells  for  India? 

Mr.  Dillon.  That  is  right, 

Mr.  Jensen.  The  Harold  Smith  Well  Drilling  Co.,  of  Washington, 
D.C.,  had  a contract  to  drill  750  of  them.  We  were  there.  We  saw  ^ 
on  their  land  reform  program  where  they  divided  the  agricultural 
land  up  into  small  acreages  and  sold  it  back  to  the  farmers  on  a long- 
term basis.  We  saw  land  on  one  side  of  the  river  that  was  desert 
and  on  the  other  side  they  were  raising  the  finest  sugar  beets,  the 
finest  cane,  and  cotton,  that  I had  ever  seen  in  India,  but  where  do 
you  suppose  Harold  Smith  had  to  buy  his  motors?  He  had  to  buy 
them  from  either  England  or  France,  because  your  specifications 
could  not  be  met  by  American  manufacturers. 

Where  da  you  suppose  we  had  to  buy  our  pipe  ? Where  do  you  sup- 
pose we  had  to  buy  the  well  pipe  ? Italy.  Because  the  specifications 
said  the  pipe  had  to  have  11  threads  on  it  and  our  pipe  only  has  9. 

He  fought  with  the  State  Department  for  quite  some  time  about 
that.  He  wanted  to  buy  these  motors  and  this  pipe  in  the  United 
States  of  America.  We  furnished  the  money  but  they  said,  “Follow 
the  specifications,”  and  he  had  to  buy  the  motors  abroad  and  the 
pipe  abroad. 

Mr.  McIntosh.  According  to  our  regulations,  all  specifications  must 
be  written  so  that  American  manufacturers  can  bid. 

Mr.  Jensen.  You  did  not  do  it  in  this  instance.  I doubt  if  you  are 
doing  it  yet. 

Mr.  Dillon.  We  are  in  the  Development  Loan  Fund.  This  is  also 
the  practice  in  IGA  and  has  been  for  a number  of  years. 

Mr.  Jensen.  Mr.  Chairman,  do  you  wonder  why  I look  at  this  whole 
foreign  aid  picture  through  a jaundiced  eye  ? 

Mr.  Thomas.  The  statement  is  very  effective. 

Mr.  Jensen.  After  seeing  all  of  that  terrible  misuse  of  our  tax- 
payers’ money  I do  not  know  whether  we  can  get  practical  men  down 
there  or  not.  You  have  some  practical  men  but  you  have  some  fellows 
that  do  not  know  the  first  thing  about  economics  or  how  to  help  a 
country  develop  from  the  ground  up.  It  is  pitiful. 

Mr.  Dillon.  I think  the  program  has  greatly  improved.  I think 
the  record  will  show  that  over  the  past  few  years  every  effort  cer- 
tainly had  been  made  in  the  past,  and  more. 

Mr.  Thomas.  Mr.  Dillon,  has  the  fund  changed  the  overall  policy  ? 

The  instances  about  procurement  cited  by  Mr.  Jensen  were  pur- 
posely created  because  regulations  were  written  to  force  the  purchase 
outside  of  the  continental  United  States?  You  know  that  and  I 
know  that. 

Mr.  Dillon.  It  is  totally  changed. 
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Mr.  T iioMAS.  Where  the  American  producer  is  given  at  least  a 
60-50  bi-eak  ? 

Mr.  Dillon.  Yes,  sir. 

(Tlie  following  additional  information  was  supplied  for  the  rec- 
ord : ) 

EGA  and  MSA  from  the  beginning  were  governed  by  the  Small  Business  pro- 
vision which  was  later  incorporated  in  the  Mutual  Security  Act  of  1954.  TCA 
which  started  out  as  a part  of  the  Department  of  State  and  administered  the 
Act  for  International  Development  had  no  such  requirement.  On  the  establish- 
ment of  the  Foreign  Operations  Administration  in  1953  and  the  merger  of  the 
agencies,  the  old  EGA  regulations  became  applicable  to  all  transactions  and 
that  is  the  case  today. 

Mr.  Thomas.  Mr.  Bow? 

Mr.  Bow.  Thank  you,  Mr.  Chairman. 

FUTURE  MONETARY  REQUIREMENTS 

Mr.  Secretary,  in  your  statement  and  in  the  justifications,  it  shows 
that  repayment  can  be  made  in  local  currencies.  That  would  mean, 
would  it  not,  that  each  year  we  are  going  to  have  to  appropriate 
large  sums  of  dollars  to  keep  this  revolving  fund  going  ? 

Mr.  Dillon.  For  quite  some  time,  that  is  correct. 

Our  experience  this  year — at  least  in  the  funds  so  far  lent  and  in 
the  past  so  far  committed  in  the  last  calendar  year — has  been  that 
about  18  percent  of  the  loans  require  repayment  in  dollars. 

Mr.  Bow.  I think  the  justifications  show  19  percent. 

Mr.  Dillon.  Nineteen  percent. 

Mr.  Bow.  So  that  19  percent  will  be  returned  to  the  fund.  The 
rest  will  remain  in  these  countries  in  foreign  currencies  ? 

Mr.  Dillon.  Available  to  the  fund  for  relending  and  local  cur- 
rencies, but  we  will  have  to  replenish  the  fund  in  dollars  over  a period 
of  years. 

Mr.  McIntosh.  A larger  proportion  of  that  would  be  repayable  in 
dollars,  if  we  had  not  loaned  a quarter  of  our  total  capital  in  India* 
repayable  in  rupees. 

USE  OF  FOREIGN  CURRENCIES  GENERATED  BY  LOANS 

Mr.  Bow.  In  these  areas  where  you  take  local  currencies  in  repay- 
ment, do  you  enter  into  an  agreement  as  to  how  the  currencies  can 
be  used,  or  can  you  use  them  in  any  way  that  you  desire  ? 

Mr.  Dillon.  We  can  use  them,  within  the  country,  in  any  way 
we  desire,  but  we  cannot  take  products  out  of  the  country  except  by 
agreement  with  the  country. 

Mr.  Bow.  In  other  words,  you  are  not  in  the  same  position  as  some 
of  our  other  foreign  currencies  are,  where  you  are  limited  in  using 
them  for  specific  purposes  ? 

Mr.  Dillon.  No,  sir.  We  have  greater  freedom  within  the  country. 

Mr.  Bow.  Do  you  have  complete  freedom  within  the  country  to  use 
them  in  any  manner  or  in  any  way  you  desire  ? 

Mr.  McIntosh.;  More  or  less. 

Mr.  Bow.  That  is  what  I want  to  know,  that  “more  or  less.” 

Mr.  McIntosh.  We  make  agreements  with  the  country  regarding 
the  use  of  the  local  currencies,  and  the  local  currency  funds  which 
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we  receive  in  repayment  of  Development  Loan  Fund  loans  are  ours. 
They  are  not  mixed  with  Public  Law  480  funds  or  any  other  fimds. 
We  can  use  them  and  we  have  complete  control  over  their  use  in  the 
country. 

Mr.  Bow.  Are  you  limited  to  using  them  for  cultural  or  educational 
programs  ? 

Mr.  McIntosh.  No. 

Mr.  Bow.  Things  we  have  found  in  Other  areas  where  currencies — 
I think,  Mr.  Secretary,  you  are  familiar  with  those  agreements — 
we  have  in  other  countries,  such  as  Public  Law  480  and  prior  to  that 
we  had  some  in  Great  Britain  and  France 

Mr.  Dillon.  Counterpart  uses. 

Mr.  McIntosh.  Those  do  not  apply  to  the  use  of  our  funds. 

Mr.  Perry.  We  have  to  use  them  for  economic  development  pur- 
poses, that  is  the  same  purpose  for  which  we  use  the  dollars. 

Mr.  Bow.  In  other  words,  you  cannot  use  them  for  paying  the 
expenses  of  our  Government  ? 

Mr.  McIntosh.  Yes.  We  can  sell  them  to  a number  of  U.S.  agen- 
cies. We  can  use  them  for  any  type  of  U.S.  expenses  in  those  coun- 
tries and  we  can  loan  them  out  in  those  countries. 

Mr.  Dillon.  We  can  only  expend  them  within  the  Development 
Loan  Fund  for  the  purposes  of  development  loans,  which  is  economic 
development,  but  we  can  make  them  available  to  the  Treasury  for 
use  by  any  other  Government  agency  on  a sale  basis,  and  then  they 
can  be  used  for  anything. 

Mr.  Bow.  Within  that  country? 

Mr.  Dillon.  Yes,  sir. 

Mr.  Perry.  And  the  dollar  proceeds  from  the  sale  of  the  currencies 
would  go  into  the  Development  Fund  to  be  used  for  development 
purposes. 

LOCAL  CUERENCY  AVAILABLE  IN  INDIA 

Mr.  Bow.  What  is  our  present  foreign  currency  situation  in  India  ? 
How  much  do  we  now  have  in  rupees  ? Can  you  tell  me  ? 

Mr.  Murphy.  No,  sir.  I do  not  know  but  I could  supply  that  for 
the  record. 

Mr.  Bow.  Please  do. 

Mr.  Murphy.  Yes,  sir. 

(The  information  follows:) 

TJnempended  Indian  rupees  as  of  Dec.  SI,  1958 

MSP  sec.  402 

Public  Law  480  title  I 

Total 100,645,158.27 

Mr.  Thomas.  Mr.  Bow,  will  you  yield  right  there  ? 

Mr.  Bow.  Yes. 

Mr.  Thomas.  While  you  are  on  that  subject,  may  I inquire  as  to 
when  you  are  committed  to  take  foreign  currencies,  even  though  you 
can  spend  them  as  you  see  fit  within  the  issuing  country,  taking  them 
out  is  a different  thing.  When  it  all  adds  up,  are  you  not  virtually 
making  a donation  of  80,  85,  or  90  percent  of  the  entire  amount  of 
money  you  have  advanced  to  that  country?  Does  it  not  add  up  to 
that?  You  either  can  take  it  out  in  commodities — suppose  that  there 
are  commodities  they  have  to  sell  in  competition  with  our  own — so  it 
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virtually  amounts  to  a giveaway.  You  can  use  it  to  pay  your  own 
people’s  salaries  in  the  country  that  is  involved,  but  that  is  chicken- 
feed. 

Mr.  \I{’IxTosii.  Our  use  of  local  currencies,  which  our  Government 
lioMs,  is  restricted  at  present  in  many  countries  but  those  restrictions 
ar(‘  not  ai)plied  to  the  local  currencies  which  the  Development  Loa^ 
Fund  i-eceives. 

A\"e  cannot  use  some  of  the  local  currencies  which  the  United  States 
Treasury  holds  for  any  purpose  we  want  in  that  country.  The  use 
in  some  countries 

Mr.  Thoiveas.  MTiat  use  do  you  have  for  it  in  that  country?  That  is 
very  limited.  That  is  chickenfeed. 

]Mr.  McIntosh.  We  can  loan  it  out  again  in  this  country. 

]Mr.  Bow.  Then  you  again  loan  the  same  money  out  so  that  as  far 
as  that  is  concerned,  the  dollars  that  have  gone  there  remain  there  and 
you  carry  on  this  loan  ? 

Mr.  Dillon.  That  is  right. 

Mr.  Bow.  A revolving  fund  within  the  country  in  which  you  have 
made  the  loan  for  development  purposes  ? 

!Mr.  Dillon.  That  is  correct. 

Mr.  Bow.  Let  us  say  that  we  get  this  country  developed,  then  what 
do  we  do? 

Mr.  McIntosh.  We  hope  that  the  currency  of  that  country  will 
become  convertible  and  we  take  our  funds  out  in  dollars. 

Mr.  Bow.  You  have  to  enter  into  a new  agreement  in  order  to  con- 
vert because  under  your  present  agreements  you  Cannot  convert  in 
dollars  ? ^ 

Mr.  Perry.  We  have  to  get  the  agreement  of  the  country. 

Mr.  Bow.  You  have  to  get  the  agreement  of  the  country  to  permit 
you  to  do  that  ? 

Mr.  Perry.  That  is  right.  ’ 

Jd^r.  Bow.  Of  course,  the  history  and  experience  has  been  too  short 
a time  now  to  know  whether  that  could  ever  happen.  ^ 

Mr.  Dillon.  That  is  right.  . - , 

Mr.  Thomas.  To  say  the  least,  it  is  a hopeful  program. 

CONTROL  OVER  FUNDS  LOANED 

Mr.  Bow.  You  have  no  control  over  the  use  of  the  funds,  once  you 
have  made  the  loan,  as  to  where  they  mil  purchase  the  commodities 
•under  that  loan  ? 

Mr.  McIntosh.  We  have  complete  control.  We  have  a loan  to  the 
country  and  we  have  complete  control  over  where  the  procurement  will 
be  made.  All  procurement  is  made  subject  to  our  approval. 

Mr.  Bow.  In  other  words,  you  can  tell  them  that  they  must  buy  from 
U.S.  manufacturers  ? 

Mr.  McIntosh.  We  could,  if  we  chose  to. 

Mr.  Dillon.  As  a matter  of  policy,  we  do  not.  We  do  not  exercise 
control  over  the  origin  but  we  could  make  certain  that,  if  they  wish 
to  buy  in  the  United  States  they  can  do  so.  If  they  have  a contract 
they  want  to  carry  out  we  allow  them  to  do  that  without  requiring 
bidding  from  other  countries  in  the  world,  as  has  been  the  situation 
in  the  case  of  the  ICA. 
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Mr.  Bow.  You  have  the  right  to  veto  any  purchase  that  they  may  at- 
tempt to  make ; is  that  correct  ? 

Mr.  Dillon.  That  is  correct. 

Mr.  Bow.  So  if  any  of  these  countries  where  we  made  the  loan  would 
attempt  to  buy  commodities,  or  engines,  or  aluminum,  or  other  ma- 
terials, from  the  Soviet  Union,  you  could  stop  that  ? 

Mr.  McIntosh.  We  do  not  permit  any  purchases  outside  of  the  free 
world. 

Mr.  Bow.  Is  that  by  contract  with  the  country  ? 

Mr.  McIntosh.  That  is  specified  in  every  agreement. 

Mr.  Thomas.  That  is  in  the  activity  ? 

Mr.  McIntosh.  That  is  right. 

Mr.  Bow.  I had  misunderstood  previous  testimony  in  which  I un- 
derstood that  you  had  no  control  over  it. 

Mr.  McIntosh.  We  have  complete  control  over  all  procurement.  No 
procurement  can  be  made  outside  of  the  free  world  and  all  procure- 
ment is  subject  to  our  control. 

Mr.  Thomas.  You  are  not  varying  one  bit  to  the  effect  that  if  the 
government  wants  to  do  business  with  a free  world  nation  and  they 
are  getting  their  money’s  worth,  you  do  not  interfere  ? 

Mr.  Dillon.  That  is  right. 

Mr.  Thomas.  Even  though  you  have  the  power.  As  a policy  matter, 
you  do  not  interfere  ? 

Mr.  McIntosh.  We  approve  every  bit  of  equipment  and  supplies. 

Mr.  Bow.  That  is  clear  now  in  my  mind.  ' - 
, Mr.  McIntosh.  We  sometimes  direct  the  procurement  to  the  United 
, States.  For  example,  we  have  recently  made  a loan,  a part  of  the  pro- 
ceeds of  which  will  be  used  for  the  procurement  of  railway  ties.  We 
' are  requiring  a large  proportion  of  this  particular  material  be  bought 
, in  the  United  States. 

Mr.  Dillon.  That  is  in  Spain  where,  in  the  pastj  they  have  bought 
their  ties  in  the  United  States.  We  are  asking  them  to  continue.  , 

LOANS  APPROVED 

Mr.  Bow.  I wonder  if  you  could  prepare  for  the  record— I under- 
stand on  page  17,  and  the  following  pages,,  are  listed  the  commit- 
ments you  have  already  made — a list  of  the  loans  entered  into  and 
those  you  have  now  commitments  to  make  loans  upon, 

Mr.  Dillon.  Yes,  sir. 

Mr.  Bow.  I wonder  if  you  would  prepare  for  the  record  on  a world- 
wide basis  the  amount  of  loan  commitments  you  have  made;  (1)  for 
railroads,  (2)  irrigation  and  reclamation,  (3)  for  public  and  private 
power,  (4)  roads,  so  that  we  may  have  that  specified  ton  a worldwide 
basis  ? 

Mr.  Dillon.  Yes,  sir. 

We  will  be  glad  to  do  that. 

(The  material  follows :) 
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Development  Loan  Fund 

Approved  loans.  Jam..  31,  1959,  ty  country,  for  irrigation  and  reclamation,  rail- 
ways, power,  and  roads 

Country  and  category  i Amount 

1.  Railways  : (in.  thousands) 

Ceylon  : Colombo-area  railroad $750 

Indonesia : Railway  development 3, 000 

India : Railway  development 75, 000 

Iran  : Railway  equipment  ® 3, 500 

Israel : Railway  parts  and  equipment  ® 2,  000 

Pakistan : Railway  rehabilitation 9, 100 

Spain  : RENFE] — Track  rehabilitation 14,  900 

Tunisia : National  railway 2, 400 

Yugoslavia : Locomotives 5,  000 


Total,  railways 115,650 


2.  Irrigation  and  reclamation : 

Ceylon : Irrigation  and  land  development 1,  600 

Pakistan  : West  Pakistan  ground  water  development- 15, 200 

Spain ; Irrigation 7, 700 


Total,  irrigation  and  reclamation 24,500 


3.  Private  and  public  power : 

India:  Public  power  development 10,000 

Iran : Teheran  electric  network  ^ 3, 700 

Israel:  Power  generation  and  distribution® 4,500 

Jordan:  Transjordan  Electric  Power  Co 1,200 

Libya:  Tripoli  power 5,000 

Pakistan : High  tension  grid 14,  700 

Pakistan:  Karnafuli  multipurpose  dam* 17,500 

Taiwan:  Shihmen  Dam® 21,500 

Thailand : Bangkok  power  (distribution  system) 20,  000 


Total,  private  and  public  power 98, 100 


4.  Highways: 

Ceylon:  Highway  development 900 

Ecuador : Pan-American  Highway 4,  700 

Honduras : Highway  development 5, 000 

Iran : Secondary  roads  ® 8,  500 

Malaya : Roads  and  bridges 10, 000 

Paraguay : Road  to  Brazil 2,  500 

Philippines : Roads  and  bridges  ® 9,  750 


Total,  highways 41.350 

Specific  purpose  of  each  loan  is  set  forth  in  the  presentation  book,  pp.  17-65. 

® Included  under  $47.5  million  loan  to  the  Iran  Plan  Organization. 

s Included  under  $15.0  million  loan  for  development. 

'*  A hydroelectric  development  project  that  will  also  provide  flood-control  facilities. 

“ A hydroelectric  development  project  that  will  also  provide  flood  control,  irrigation,  and 
water-supply  facilities. 

® Included  under  $18,750  million  loan  for  roads,  bridges,  and  rehabilitation  of  equipment. 

CONTRIBUTIONS  OF  THE  UNITED  STATES  TO  INTERNATIONAL  MONETARY 

ORGANIZATIONS 

Mr.  Bow.  Can  you  tell  us  how  much — ^this,  perhaps,  is  outside  of 
your  field,  but  I would  like  to  know,  if  we  can  have  it — the  United 
States  has  contributed  in  dollars  to  the  World  Bank,  International 
Monetary  Fund,  International  Finance  Corporation,  and  the  Export- 
Import  Bank? 

Mr.  Dillon.  I would  have  to  supply  that. 
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Mr.  Bow.  Will  you  do  that?  XJ.S.  contributions. 

Mr.  Dillon.  Yes,  sir. 

Mr.  Kooney.  You  want  the  balance  of  the  Export-Import  Bank  so 
as  to  get  a fair  picture,  do  you  not  ? 

Mr.  Dillon.  Actually,  the  law  for  the  Export-Import  Bank  allows 
the  Export-Import  Bank  to  draw  on  the  Treasury  and  they  have  a 
verj"  large  undrawn  amount. 

Mr.  Perry.  It  is  down  to  about  $2  billion  in  uncommitted  authority. 
Mr.  Kooney.  They  make  quite  a bit  of  money  and  have  a substantial 
amount  of  money  on  hand. 

Mr.  Bow.  I would  like  to  know  what  we  have  contributed  to  those 
various  agencies,  and  to  make  a true  picture,  as  Mr.  Rooney  suggests — ■ 
I am  not  trying  to  load  the  record,  but  I am  trying  to  get  the  true 
picture — would  you  do  that  ? 

Mir.  Dillon.  We  will  do  that. 

(The  material  follows:) 

Contributions  by  U.8.  Cho^ernment  to  International  Bank  for  Reconstruction 
and  Development,  International  Monetary  Fund,  International  Finance  Cor- 
poration, and  Export-Import  Bank  {all  figures  as  of  Dec.  31, 1958) 

IBRD; 

Authorized  capital 

Total  subscribed  capital 

U.S.  subscription 

IMF: 

Total  quotas  (expressed  in  dollars) 

U.S.  quota 

IFC: 

Total  capital 

U.S.  subscription. 


Exi)ort-Import  Bank : 

Capital : 

Capital  stock 1,  000,  000,  000.  00 

Borrowing  authority 6,  000,  000,  000.  00 


Total  lending  authority 7,  000,  000,  000.  00 


Present  status ; 

Committed,  including  loans  outstanding  and  undis— 

bursed  authorization 4,  919,  935, 972.  83 

Uncommitted  authority 2,  080,  064,  027. 17 


Total 7,  000,  000,  000.  00 

1 Of  wtiich  $635,000,000  is  paid  in,  remaindler  is  callable  for  contingent  liabilities. 

Note. — It  is  now  proposed  to  raise  the  IRRD’s  authorized  capital  to  $21,000,000,000. 
U.S.  additional  subscription  would  be  $3,175,000,000.  None  of  the  additional  subscription 
would  be  paid  in.  Instead  it  would  be  callable  to  meet  contingent  liabilities. 

2 Of  which  $687,500,000  is  subscribed  in  gold  and  the  remainder  in  non-interest-bearing 
notes  payable  on  demand. 

NoTE.-^It  is  now  proposed  to  undertake  a 50-percent  increase  in  members’  quotas  in  the 
IMF.  The  U.S.  quota  would  increase  by  $1,375,  of  which  25  percent  would  be  payable  in- 
gold  and  the  remainder  in  non-interest-bearing  notes  payable  on  demand. 

® Paid  in. 

As  of  December  31,  1958,  the  Eximbank  had  undivided  profits  of  $528.4  million 
and  in  addition  had  paid  $434.2  million  to  the  U.S.  Treasury  as  interest  and 
dividends. 

Mr.  Bow.  That  is  all. 


$10,  000,  000, 000.  00 
9,  521,  500,  000.  00 
^ 3, 175,  000,  000.  00 

9, 193;  000,  000.  00 
" 2,  750,  000,  000.  00 

93,  660,  000.  00 
" 35, 168,  000.  00 
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EXPENDITURE  RATE 

Air.  JoxAS.  AjM-opos  of  the  questions  asked  by  the  chairman  of  the 
subcommittee  concerning  the  amount  returned  in  interest  on  loans 
m:ule  to  date,  I do  not  understand  the  figures  on  page  61  of  the  justi- 
fications under  “Financing”  where,  under  a subtitle  of  amounts  be- 
coming  available  you  sliow  an  item  in  collections  of  loans  and  your 
estimaic  was  tliat  it  would  be  $1.2  million  in  fiscal  year  1959.  That 
was  overestimated  by  $700,000. 

AVI  lat  does  that  mean  ? 

Mr.  Murphy.  That  is  a result  of  the  revision  of  the  expenditure 
forecast.  AVhen  we  originally  made  our  projection  for  fiscal  year 
1959,  we  thought  that  some  of  the  loans  would  move  faster,  that  money 
would  be  disbursed  under  them  faster,  and,  as  a result,  repayments 
would  come  faster  than  actually  happened. 

Mr.  Jonas.  You  simply  revised  your  estimate  downward? 

Mr.  Murphy.  That  is  right. 

Mr.  Jonas.  To  the  extent  of  $700,000  in  interest  ? 

Air.  AIurphy.  That  is  correct. 

Mr.  Jonas.  That  has  not  been  based  on  experience,  but  simply  a, 
revision  based  upon  slowness  in  making  the  loans  ? 

Mr.  Murphy.  That  is  correct. 

Air.  Perry.  Our  expenditure  experience  for  the  first  7 months  has 
been  slower  than  we  realized  when  this  estimate  was  made. 

BOLIVIA 

Air.  Jonas.  The  first  loan  mentioned  on  page  19  is  Bolivia.  ' That 
interests  me  because  of  an  article  I read  last  night  in  the  current  issue 
of  Time  magazine. 

Have  you  read  that  article  ? 

Mr.  Dillon.  No,  sir. 

Mr.  Jonas.  I commend  it  to  you.  It  is  one  of  the  feature  articles 
in  the  current  issue  of  Time,  setting  out  conditions  in  Bolivia.  AVhile 
I do  not  accept  everything  in  Time  as  being  completely  accurate,  I 
assume  they  have  checked  their  figures  pretty  carefully  and  they  surely 
would  not  publish  incorrect  information  on  such  an  important  subject. 

They  say  that  after  pouring  $129  million  into  Bolivia,  our  stock 
is  steadily  dropping  and  people  in  Bolivia  are  becoming  increasing- 
ly hostile  toward  our  Government  and  the  people  of  the  United 
States.  They  paint  a very  horrible  picture  of  economic  conditions. 

Are  we  running  into  situations  like  that  all  around  the  world? 
It  is  difficult  for  me  to  understand  how  we  encounter  such  animosity 
from  the  very  people  we  have  helped  so  much. 

Do  you  think  this  program  is  really  paying  off  and  winning 
friends  ? 

Mr.  Dillon.  The  problem  of  Bolivia  is  a very  serious  one.  I think 
that  in  testimony  I gave  a month  ago  before  the  Foreign  Affairs 
Committee,  I mentioned  that  Bolivia  was  one  of  the  two  places  in  the 
world  that  we  felt  we  had  the  most  critical  problems.  I do  not  think 
it  is  typical  at  all  of  the  rest  of  the  world.  The  difficulty  in  Bolivia 
has  been  that  in  that  country  they  have  been  traditionally  dependent 
upon  exports  of  minerals  and  metals,  the  prices  of  which  particularly 
tin,  have  gone  off  and  the  consumption  of  them  has  gone  off  very 
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drastically  in  the  last  couple  of  years;  so  their  loss  in  revenue  has 
been  far  greater  than  what  we  have  given  them  to  make  up.  Actual- 
ly, the  situation  in  Bolivia,  as  far  as  standards  of  living  is  concerned, 
has  shown  a decrease  over  the  last  couple  of  years.  This  particular 
loan  we  have  here  will  help.  , : 

Mr.  Jonas.  As  a matter  of  fact,  the  Time  article  says  that  Bolivia 
has  gone  completely  under  government  control  and  private  enter- 
prise is  practically  nonexistent,  is  that  true  ? 

Mr.  Dillon.  Your  statement  is  not  completely  accurate.  This  loan 
we  made  is  a private  enterprise  loan.  Bolivia  has  to  import  sugar  for 
which  they  do  not  have  foreign  exchange.  We  have  been  giving  them 
sugar  in  our  relief  programs.  With  this  loan,  we  think  that  should 
improve  that  situation. 

Mr.  Jonas.  I do  not  want  to  belabor  the  Bolivian  question  and  I do 
not  know  much  about  it 

Mr.  Dillon.  It  is  a tough  one. 

Mr.  Jonas.  But  I was  reading  this  comment  in  Time 

Mr.  Dillon.  You  have  put  your  finger  on  a tough  spot. 

Mr.  Jonas.  Do  we  rate  Brazil  as  an  underdeveloped  country  ? 

Mr.  Dillon.  Yes,  sir ; very  much  so. 

Mr.  Jonas.  I think  it  is  underdeveloped,  but  is  the  Government  in 
need  of  financial  aid  ? 

Mr.  Dillon.  For  development  purposes.  I think  the  greater  part 
of  the  funds  that  have  been  and  are  being  provided  to  Brazil  are  for 
development  purposes  and  have  come  through  the  Export-Import 
Bank,  rather  than  from  our 

Mr.  Jonas.  That  is  what  I thought.  I wondered  why  we  are  making 
a Development  Loan  F und  loan  to  Brazil,  when  I thought  they  could 
obtain  financial  aid  or  financing  from  conventional  sources. 

Mr.  Dillon.  These  are  two  very  special  loans. 

Mr.  Jonas.  I know  they  are  small. 

Mr.  Dillon.  It  has  nothing  to  do  with  being  small.  At  the  time 
of  the  Development  Loan  F und  was  being  set  up,  there  was  a consider- 
able legislative  history  made  on  the  floor  of  the  House,  primarily  by 
Congressman  Walter  of  Pennsylvania,  that  this  fund  would  be  ex- 
pected to  help  in  the  work  of  ICEM,  in  the  resettlement  of  refugees. 

There  were  a number  of  speciflc  projects  mentioned  on  the  floor  of 
the  House  and  those  projects  are  the  ones  for  which  we  made  these 
individual  loans.  I do  know  that  that  cannot  be  expected  to  continue. 

LOANS  TO  NETHERLANDS 

Mr.  J ON  AS.  What  about  the  loans  to  the  N etherlands  ? 

Mr.  Dillon.  That  was  one  specifically  mentioned  on  the  floor  of  the 
House  at  the  time  of  the  creation  of  the  act. 

Mr.  Jonas.  There  was  considerable  discussion  and  some  difficulty  in 
understanding  how  it  can  be  j ustified. 

Mr.  Dillon.  It  may  be  justified  and  the  main  justification  for  it  was 
that  in  the  record  on  the  floor  of  the  House  when  the  Development  Loan 
Fund  was  created.  It  was  clearly  stated  then  that  this  loan  was  one 
that  the  loan  fund  would  be  expected  to  make.  So,  we  felt  we  were 
morally  bound. 

Mr.  Jonas.  You  do  not  make  loans  on  the  basis  of  comments  made 
on  the  floor  of  the  House  ? 
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Mr.  Diixon.  We  give  great  weight  to  legislative  history,  either  in 
committee  or  on  the  floor  of  the  House. 

Mr.  Jonas.  Do  you  consider  the  Netherlands  underdeveloped? 

Mr.  Dillon.  No,  sir ; I do  not. 

Mr.  Jonas.  Under  what  section  of  the  law  do  you  justify  the  loan  to 
the  Netherlands  Government  then  ? 

Mr.  Dillon.  This  was  helping  in  the  development  of  areas  in 
Australia,  as  well  as  in  the  Netherlands.  While  Australia  is  better  off 
than  many  countries,  it  might  be  considered  by  some  not  to  be  fully 
developed  in  certain  areas. 

Mr.  Jonas.  The  loan  was  not  made  to  Australia.  It  was  made  to 
the  Netherlands. 

Mr.  Dillon.  It  was  made  for  the  purpose  of  development  in  Aus- 
tralia. This  loan  was  specifically  mentioned  in  detail  by  name  and 
description  at  the  time  the  Development  Loan  Fund  was  set  up  and  it 
Wiis  stated  by  people  on  the  Foreign  Affairs  Committee,  who  were 
responsible  for  the  bill,  that  they  felt  this  was  the  kind  of  a loan  that 
should  be  made  by  the  Development  Loan  Fund,  and  nobody  said 
anything  to  the  contrary  at  that  time.  There  is  a very  concrete  and 
conclusive  legislative  history  indicating  that  particular  loan  should 
be  made. 

loans  for  resettlement  of  immigrants 

Mr.  Jonas.  The  resettlement  of  immigrants.  Is  that  considered 
development  of  the  country  ? It  seems  to  me  the  expenses  of  the  trans- 
fer of  the  immigrants  from 

Mr.  Dillon.  In  general,  I would  think  this  is  a case  in  which  I 
would  probably  find  better  uses  for  money  myself.  However,  we  did 
feel  that  we  had  an  obligation  because  of  this  congressional  history 
to  make  certain  of  these  loans,  and  those  loans  were  made.  That  is  all. 

loan  to  SUDAN 

Mr.  Jonas.  I want  to  comment  on  the  loan  outlined  on  page  26  to 
the  Sudan  to  the  extent  of  $10  million  for  a textile  plant.  Where  are 
they  going  to  sell  their  textile  products  ? 

Mr.  Dillon.  In  the  Sudan. 

Mr.  Jonas.  Do  you  mean  that  you  restrict  the  sale  of  the  products 
to  the  Sudan  ? 

Mr.  Dillon.  No,  sir. 

Mr.  Jonas.  My  guess  is  that  some  of  them  will  find  their  way  into 
the  United  States  to  compete  with  our  own  textile  people. 

Mr.  Dillon.  I do'  not  think  that  is  correct.  Presently  they  import 
all  of  their  textiles.  They  have  great  difficulty  in  getting  adequate 
textiles.  They  grow  the  cotton  there  themselves,  and  they  have  had 
to  import  textiles,  none  of  which  came  from  the  United  States. 

The  imported  textiles  come  from  other  countries  in  Asia,  and  we 
felt  that  this  would  be  a loan  which  would  have  no  adverse  effect  on 
the  United  States  because  the  products  would  not  come  in  here  and 
it  would  not  displace  any  American  goods. 

Mr.  Jonas.  The  loans  are  to  be  repaid  in  U.S.  dollars.  That  is  one 
of  the  few  that  are  to  be  repaid  in  dollars. 

Where  are  they  going  to  get  the  dollars  if  they  do  not  sell  the 
products  manufactured  by  the  plant  ? 
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Mr.  Dillon.  This  loan  is  made  to  a man  who  owns  a number  of 
other  companies  and  he  has  guaranteed  this  loan.  A part  of  this 
loan  has  a convertibility  guarantee  by  the  ICA  under  their  invest- 
guarantee  program.  He  has  guaranteed  that  he  can  convert  his 
profits,  or  his  receipts,  from  Sudanese  currency  into  dollars.  It  is 
for  that  reason  that  the  Development  Loan  Fund  required  repayment 
in  dollars.  It  is  not  because  any  of  the  products  will  be  sold  outside 
of  the  country. 

Mr.  Jonas.  Is  there  provision  in  that  loan  requiring  the  consump- 
tion of  the  products  of  that  textile  plant  in  Sudan?  You  would  not 
have  a restriction  of  that  sort,  would  you  ? 

Mr.  McIntosh.  This  factory  will  only  produce  a fraction  of  the 
textile  requirements  of  the  Sudan.  There  is  no  intention  to  export. 
I do  not  believe  they  could  export. 

Mr.  Perry.  The  Sudanese  Government  is  in  favor  of  this  loan  be- 
cause it  will  develop  the  manufacturing  facilities  for  sale  within 
Sudan.  That  is  why  they  have  given  their  support.  They  look  at 
it  principally  as  a foreign  exchange  saver. 

Mr.  Jonas.  I was  interested  because  it  provides  that  the  loan  be 
repaid  in  U.S.  dollars. 

Mr.  Dillon.  That  is  on  account  of  this  investment  guarantee  pro- 
vision. 

Mr.  Perry.  If  he  earned  the  exchange  directly,  he  would  have  to 
turn  it  in  to  the  Government. 

Mr.  McIntosh.  We  try  to  have  any  of  our  loans  repaid  in  dollars 
if  the  borrower  is  in  a position  to  do  so. 

Mr.  Jonas.  I understand,  but  I did  not  understand  how  the  Sudan- 
ese could  get  the  dollars  if  they  were  going  to  consume  the  product 
themselves. 

Mr.  Thomas.  Sell  it  to  themselves  ? 

Mr.  Jonas.  I thought  they  were  going  to  sell  it  outside  of  the 
country. 

Mr.  Dillon.  They  would  get  them  from  other  sources,  primarily 
from  cotton,  which  they  export  all  over  the  world. 

Mr.  Thomas.  You  think  they  are  going  to  get  a little  of  that  cotton 
into  North  Carolina  ? 

Mr.  J ONAS.  I think  they  will  send  some  textiles  over  here  before  we 
get  through  with  it. 

Mr.  Dillon.  We  would  not  have  made  that  loan  if  we  thought  there 
was  any  chance  of  that  happening. 

Mr.  Jonas.  We  have  been  financing  the  construction  of  other  textile 
plants  around  the  world  that  are  competitive  with  our  own  textile 
people.  I would  not  be  surprised  if  you  did  it  in  the  case  of  the  Sudan, 

Mr.  Dillon.  That  is  why  we  took  particular  care  here,  because  of 
the  provisions  of  the  law. 

Mr.  Jonas.  I congratulate  you. 

I look  a little  askance  at  the  proposition  of  taxing  my  textile  people 
to  put  other  textile  manufacturers  in  business  to  take  their  business 
away  from  them  right  here  at  home. 

Mr.  Dillon.  I would  agree  with  you  entirely.  We  would  not  have 
made  a loan  if  we  thought  that  was  possible. 
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LOAN  TO  IRAN 

Mr.  Jo  \As.  There  is  one  other  loan  that  worries  me  a little  bit  and 
1 would  like  an  explanation  of  it. 

On  tliis  loan  to  Iran,  page  33,  $47.5  million,  I thought  they  had  all 
the  money  they  need  from  oil  royalties.  I am  surprised  we  have  to 
finance  their  internal  development. 

Incidentally,  in  the  first  paragraph  it  says  that  part  of  the  loan  is 
to  be  used  to  build  a textile  mill  for  agricultural  machinery  and  silos 
and  will  pay  5%  percent,  and  the  balance  of  the  loan  will  pay  3%. 

Mr.  T jiowAS.  I read  that  this  morning  and  I did  not  make  heads 
or  tails  of  it.  It  looks  like  three  loans  dealing  with  three  different 
people. 

Mr.  Jonas.  The  point  I was  making  is,  is  this  country  not  pretty 
well  off  from  oil  royalties? 

IVhy  do  we  have  to  put  up  almost  $50  million  ? 

]\Ir.  Dillon.  It  is  potentially  a rich  country  but  they  are  in  great 
need  of  development.  Development  in  Iran  is  considerably  behind 
that  of  some  other  countries  of  the  world.  It  is  one  of  the  most 
acute  targets  now  for  Soviet  pressure. 

Mr.  Jonas.  If  you  permit  me  to  interrupt,  I am  not  in  favor  of 
cutting  Iran  loose  or  making  an  enemy  out  of  Iran.  I want  to  be 
friendly  with  Iran  but  I have  some  difficulty  justifying  this  loan. 

Mr.  Dillon.  Like  a number  of  other  people,  they  want  to  go  a little 
faster  than  on  a pay-as-you-go  basis.  As  you  know  that  loan  is  re- 
payable in  dollars.  We  felt  on  account  of  the  oil  they  will  have 
dollars  to  repay  and  all  this  is,  is  to  enable  them  to  move  somewhat 
faster  in  the  earlier  years  of  their  development  program  than  would 
be  the  case  if  they  had  to  rely  on  developing  with  their  oil  revenues 
alone.  They  expect  the  oil  revenues  to  increase  over  the  years  and  I 
think  that  is  a good  assumption. 

Mr.  Thomas.  Does  that  mean  that  Government  loan?  It  says, 
“autonomous  agency.” 

Mr.  Jonas.  Is  it  a T-year  loan  development  program  by  the  Gov- 
ernment ? Is  that  true  ? 

Mr.  Dillon.  That  is  correct.  It  is  sort  of  like  our  RFC.  It  is  an 
autonomous  government  corporation  and  it  handles  their  develop- 
ment. 

Mr.  Jonas.  I thought  the  country  of  Iran  was  better  off  than  the 
United  States  financially. 

Mr.  Dillon.  It  is  not  that  good. 

Mr.  Jonas.  They  do  not  owe  $280  billion,  do  they  ? 

Mr.  Dillon.  Nobody  else  does. 

Mr.  Jonas.  We  are  the  only  ones? 

Mr.  Dillon.  We  are  the  only  ones. 

Mr.  Jonas.  With  a deficit  facing  us  this  year  of  $12  billion? 

Mr.  Dillon.  They  have  a gross  per  capita  income  of  something 
just  over  $200  a year. 

Mr.  Jonas.  That  is  because  only  a few  people  get  the  royalties,  is 
it  not  ? 

Mr.  Dillon.  The  Government  gets  most  of  them  and  the^^  are 
spending  them  for  this  economic  development  program. 
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Mr.  Jonas.  I have  difficulty  justifying  spending  our  money  in  a 
country  which  has  potential  oil  riches  such  as  they  have  in  Iran. 

Mr.  Dillon.  This  is  one  that  we  can  count  on  being  repaid  in  dollars 
and  as  being  a good  dollar  investment. 

Mr.  Jonas.  If  we  were  in  the  banking  business  that  would  be  a good 
argument. 

Mr.  Dillon.  We  are  in  the  business  of  helping  these  countries  pro- 
mote their  development  and  do  it  fast  enough  so  that  they  can  stay  free. 

Mr.  Thomas.  What  about  Mr.  Jensen’s  silo?  Who  has  use  of  a silo ? 

Mr.  Dillon.  That  was  not  started  by  us.  That  was  probably  a 
technical  assistance  program. 

Mr.  Jonas.  I have  only  one  final  question,  Mr.  Secretary. 

APPLICATIONS  FOR  LOANS 

We  have  in  dollars  how  many  more  applications  for  loans  than  you 
can  possibly  make,  even  if  you  get  this  supplemental? 

Mr.  Dillon.  How  many  more? 

Mr.  Jonas.  Yes. 

Mr.  Dillon.  We  have  about  $1.5  billion  in  total  applications  on 
hand. 

Mr.  Jonas.  How  many  of  those  will  you  be  able  to  make,  dollarwise, 
if  you  get  this  additional  capital? 

Mr.  Dillon.  $225  million. 

Mr.  Jonas.  You  mean  $1.5  billion  in  addition  to  those  already  com- 
mitted for? 

, Mr.  McIntosh.  Yes,  sir.  We  have  applications  on  hand  which  wo 
have  screened,  but  not  acted  upon,  of  $1.5  billion. 

Mr.  Dillon.  They  will  not  all  necessarily  stand  up  to  cross- 
examination. 

Mr.  Jonas.  Assuming  $1.5  billion? 

Mr.  Dillon.  That  is  about  right. 

Mr.  Jonas.  You  can  make  a quarter  of  those  loans  if  you  get  this 
supplemental  ? 

Mr.  Dillon.  Yes,  sir. 

CRITICISM  OF  PROGRAM 

Mr.  Jonas.  Is  not  the  overall  result  going  to  be  that  we  will  make 
more  enemies  out  of  the  people  that  do  not  get  the  loans  than  we  will 
make  friends  out  of  those  that  get  the  loans? 

Mr.  Dillon.  No,  sir. 

Mr.  J ONAS.  Is  not  the  only  way  to  handle  this  thing  to  make  friends, 
to  make  loans  to  everybody  who  wants  them? 

Mr.  Dillon.  No,  sir.  We  have  got  to  make  these  loans  to  the  extent 
that  we  can  and  that  we  have  funds  available,  and  we  can  process  them 
and  reach  detailed  agreement  on  sound  projects. 

Mr.  J ONAS.  Has  it  come  to  your  attention  that  we  have  come  in  for 
criticism  around  the  world  on  the  part  of  some  countries  because  they 
contend  we  have  not  been  as  generous  to  them  in  grants  or  loans  as  we 
have  to  other  countries? 

Mr.  Dillon.  I have  not  heard  that,  no.  I have  heard  in  the  case  of 
the  Philippine  Islands  they  thought  we  should  have  been  a little  more 
rapid  in  implementing  our  loan  agreement  last  summer. 
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Mr.  Jonas.  You  do  not  think  our  country  has  come  in  for  any  sub- 
stantial criticism  around  the  world? 

Mr.  Dillon.  No,  sir. 

Mr.  Jonas.  One  of  the  criticisms  of  our  country  in  Bolivia,  as  re- 
lated in  this  Time  article,  was  that  they  did  not  think  we  had  been  as 
generous  to  them  in  foreign  aid  as  we  had  to  some  other  countries. 

Mr.  Dillon.  You  are  correct,  sir,  in  that  in  the  case  of  Latin 
America  generally  there  has  been  a feeling  that  because  we  have 
extended  most  of  our  assistance  through  the  Export-Import  Bank 
and  not  through  ICA  programs,  mutual  security  programs,  they  some- 
how were  being  discriminated  against.  With  the  Development  Loan 
Fund  we,  for  the  first  time,  began  to  use  mutual  security  funds  for 
development  in  South  America  on  a relatively  large  scale,  about  10 
percent  of  the  $700  million. 

Mr.  Jonas.  You  would  not  anticipate  any  criticism  from  coun- 
try that  does  not  get  the  loan  ? 

Mr.  Dillon.  I do  not  think  so. 

LANGUAGE  IN  CONFERENCE  REPORT  ON  19  59  BILL 

Mr.  Rooney.  I would  like  to  call  attention  to  one  matter.  When 
the  conference  report  was  agreed  to  by  both  Houses  last  summer,  on 
the  1959  mutual  security  appropriation  bill,  that  conference  report 
contained  the  following  language : 

The  amounts  contained  in  the  bill  agreed  to  by  the  conferees  were  too  small 
in  the  view  of  some  of  the  conferees,  especially  in  the  Development  Loan  Fund. 
It  is  understood  that  if  additional  funds  are  needed  next  January  for  the  pur- 
poses contained  in  this  bill,  the  Appropriations  Committees  of  the  House  and 
Senate  will  give  earnest  consideration  to  the  recommendations  of  the  Executive 
in  view  of  the  importance  of  maintaining  our  friendly  relations  with  countries 
with  whom  we  have  undertakings. 

That  is  all. 

LOANS  PRIOR  TO  INCORPORATION  OF  DEVELOPMENT  LOAN  FUND 

(Note. — The  following  information  was  supplied  in  response  to 
interrogation  on  p.  428  of  this  record:) 


Mutual  Security  Ideogram 
Summary  of  country  loans,  as  of  Dec.  31,  1958 
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Status  of  country  loans,  as  of  Dec.  SI,  1958 
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Mondat,  March  2,  1959. 
U.S.  CIVIL  SERVICE  COMMISSION 

WITNESSES 

BARBARA  GUNDERSON,  ACTING  CHAIRMAN 
FREDERICK  J.  LAWTON,  COMMISSIONER 
WARREN  B.  IRONS,  EXECUTIVE  DIRECTOR 

DAVID  F.  WILLIAMS,  DIRECTOR,  BUREAU  OF  MANAGEMENT  SERV- 
ICES 

W.  B.  UHLENHOP,  CHIEF,  BUDGET  AND  FINANCE  DIVISION 

Mr.  Thomas.  Gentlemen,  will  the  committee  please  come  to  order  ? 

We  have  with  us  this  morning  our  distinguished  friends  from  the 
Civil  Service  Commission.  We  are  delighted  to  have  with  us  Mrs. 
Barbara  Gunderson,  Acting  Chairman;  Mr.  Frederick  J.  Lawton,^ 
Commissioner;  Mr.  Warren  B.  Irons,  Executive  Director;  Mr.  David 
F.  Williams,  Director,  Bureau  of  Management  Services,  and  Mr. 
W.  B.  Uhlenhop,  Chief,  Budget  and  Finance  Division. 

Mrs.  Gunderson,  do  you  have  a statement  which  you  would  like  to 
make  at  this  time  ? 

General  Statement 

Mrs.  Gunderson.  I do,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  committee,  the  Commission 
requires  supplemental  appropriations  for  fiscal  year  1959  in  three 
areas:  (1)  Salaries  and  expenses,  $1,800,000;  (2)  investigations  of 
U.S.  citizens  for  employment  by  international  organizations,  $148,000 ; 
and  (3)  annuities,  Panama  Canal  construction  employees  and  Light- 
house Service  widows,  $270,000.  The  need  for  these  additional  funds 
is  primarily  the  result  of  legislation,  including  pay ! legislation,  en- 
acted by  the  last  session  of  the  85th  Congress  subsequent  to  action 
on  the  Commission’s  1959  budget. 

9 

SALARIES  AND  EXPENSES 

Of  the  $1,800,000  requested  for  “Salaries  and  expenses,”  $1,625,000 
represents  the  increased  pay  costs  resulting  from  the  Federal 
Employees  Salary  Increase  Act  of  1958  for  employees  paid  from  this 
appropriation — Public  Law  85^62. 

In  addition  to  pay  increase  costs,  additional  funds  amounting  to 
$175,000  are  requested  involving  the  administration  of  the  retire- 
ment systems,  travel  expenses,  and  the  relocation  of  our  regional 
office  in  New  York  City  and  the  recruiting  and  information  facilities 
in  Washington. 

Public  Law  85-465  provided  for  a 10  percent  increase  in  certain 
annuities  payable  from  the  civil  service  retirement  and  disability 
fund,  and  also  provided  for  annuities  to  certain  widows  and  widowers 
not  previously  entitled  thereto.  The  additional  work  involved  in 
processing  the  claims  filed  under  Public  Law  85^65  and  related 
work  is  estimated  to  cost  $110,000,  while  the  recomputing  of  annuities 
under  the  new  law  will  add  approximately  $18,000  to  costs  in  fiscal 
year  1959.  The  Commission  expects  to  be  able  to  absorb  most  of 
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this  additional  cost  through  savings  in  other  activities.  Therefore, 
we  have  reduced  the  supplemental  request  for  this  purpose  to  $30,000 
which  should  enable  us  to  keep  retirement  workloads  current  this 
fiscal  year. 

I am  sure  you  gentlemen  are  aware  of  the  constantly  increasing 
cost  of  public  transportation,  automobile  operating  expenses,  hotel 
accommodations,  and  other  expenses  involved  in  official  travel.  In 
order  to  meet  these  increased  costs  the  Commission  has  been  forced 
to  reduce  travel,  which  is  a vital  part  of  some  of  our  major  programs, 
below  the  level  that  will  permit  fully  adequate  operations.  Actually 
we  believe  that  additional  travel  funds  of  $88,000  would  be  required 
in  this  fiscal  year  to  provide  an  adequate  and  balanced  program. 
However,  we  have  reduced  our  request  to  $28,000  representing  the 
amount  of  additional  travel  which  can  be  effectively  performed  dur- 
ing the  fourth  quarter  of  the  fiscal  year.  The  request  also  provides 
for  increasing  the  limitation  in  the  appropriation  language  in  the 
same  amount. 

For  some  time  the  Commission  has  been  concerned  about  the  office 
quarters  occupied  by  our  second  regional  office  in  New  York  City 
and  our  recruiting  and  information  facilities  in  Washington.  We 
are  greatly  pleased  that  the  General  Services  Administration  has  been 
able  to  make  arrangements  for  the  rental  of  new  quarters  for  these 
facilities  and  we  expect  to  be  able  to  move  our  staff  into  the  new 
locations  in  the  very  near  future.  Supplemental  funds  amounting  to 
$117,000  are  requested  to  provide  for  moving  expenses  and  new  equip- 
ment in  connection  with  these  moves. 

INVESTIGATION  OF  U.S.  CITIZENS  FOR  EMPLOYMENT  BY  INTERNATIONAL 

ORGANIZATIONS 

This  appropriation  provides  for  the  reimbursement  of  the  Civil 
Service  Commission  and  the  Federal  Bureau  of  Investigation  for 
the  costs  of  investigations  of  U.S.  citizens  employed  or  being  con- 
sidered for  employment  by  international  organizations  and  for  ad- 
visory determinations  by  the  International  Organizations  Employees 
Loyalty  Board  established  in  the  Commission. 

A supplemental  appropriation  of  $143,000  is  requested  under  this 
head  to  meet  increased  workload  receipts  and  to  cover  increased  costs 
resulting  from  the  pay  legislation  and  other  factors.  The  work- 
loads are  not  controllable  by  the  Commission  and  receipts  of  ap- 
plicant investigations  through  January  this  fiscal  year  are  21  per- 
cent above  a similar  period  last  year.  Further  we  are  advised  by 
the  State  Depptment  that  employment  of  U.S.  citizens  by  inter- 
national-organizations is  expected  to  increase  in  the  period  January 
to  June  1959.  It  is  definitely  to  the  advantage  of  the  Government 
to  have  the  responsibilities  of  the  Commission  and  Federal  Bureau 
of  Investigation  in  this  regard  carried  out  promptly  and  with  as 
little  delay  as  possible. 

ANNUITIES,  PANAMA  CANAL  CONSTRUCTION  EMPLOYEES  AND  LIGHTHOUSE 

SERVICE  WIDOWS 

Under  this  title  annuities  are  paid  to  former  employees  engaged  in 
the  construction  of  the  Panama  Canal  or  to  their  widows,  and  to  the 
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widows  of  former  employees  of  the  Lighthouse  Service.  Additional 
funds  are  rexpnred  to  pay  annuties  this  fiscal  year  as  a result  of  in- 
creased montldy  payments  provided  by^Public  Law  85-351,  a revised 
trend  in  the  number  on  the  annuity  roll,  and  an  increase  in  the  num- 
ber of  retroactive  claims  filed.  The  payment  of  these  additional 
amounts  will  deplete  available  funds  to  the  extent  that  a supplemental 
appropriation  of  $270,000  is  required  in  order  to  pay  annuities  for 
the  months  of  ' lay  and  June  1959. 

The  total  supplemental  request  is  summarized  as  follows: 


Appropriation  or  fund  title 

Amount 

required 

Amount 

available 

Additional 

amount 

requested 

Salaries  and  expenses,  Civil  Service  Commission 

Investigation  of  U.S  .citizens  for  employment  by  international 
organizations . . 

$20, 000, 000 
493, 000 
2,  570,  000 

$18, 200, 000 
350,000 
2, 300, 000 

$1, 800, 000 

143.000 

270. 000 

Annuities,  Panama  Canal  construction  employees  and  Light- 
house Service  widows.  Civil  Service  Commission 

Note. — Justification  for  each  item  in  this  request  is  set  forth  in  the  following  pages. 


We  will  be  pleased  to  answer  any  questions  the  committee  may 
have. 

Mr.  Thomas.  Madam  Chairman,  that  is  a nice  statement. 

I note  you  have  three  deficiency  items  here:  “Salaries  and  ex- 
penses” in  the  amount  of  about  $1.8  million;  “Investigations  of  U.S. 
citizens  for  employment  by  international  organizations,”  $143,00(3, 
and  “Annuities  to  Panama  Canal  employees  and  the  lighthouse 
widows,”  and  so  forth,  in  the  amount  of  $270,000,  making  the  grand 
total  roughly  $2,213,000. 

Salaries  and  Expenses 


Program  and  financing 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959.  increase 
(-(-)  or  de- 
crease (— ) 

Program  by  activities: 

1.  Recruiting  and  examining ..  - 

2.  Investigation  of  character  and  fitness  for  employment- - 

3.  Inspections  and  classification  audits..  ...  . . 

4.  A dministi'ation  of  the  retirement  systems..  . .-.  ..  .. 

5.  Develoning  prograihs  and  standards.  ..  

6.  Appellate  functions  . ...  ..  

$6, 631, 198 

3. 934. 000 

2. 395. 000 
2,  218, 000 
1,  786, 000 

835, 000 

2. 022. 000 

$6, 726, 198 
3, 956, 000 
2, 419,  000 
2,  248, 000 

1,  786, 000 
839, 000 

2,  022, 000 

-t-$95, 000 
4-22,000 
4-24, 000 
4-30,000 

4-4, 000 

7.  Executive  and  administrative  services.  ...... 

Total  program  costs . 

8.  Relation  of  costs  to  obligations:  Costs  financed  from 

obligations  of  other  years  (unpaid  undelivered  orders), 
net  - -- 

19,  821, 198 

-114,  504 
-1,625, 000 

19,  996, 198 
-114,  504 

4-175, 000 

Supplemental  required  for  pay  increases..  .....  .-. 

Total  obligations  . ..  ....  . 

-1,625,000 

18, 081,694 
•f  118, 306 

19,  881, 694 
-1-118.306 

4-1,800, 000 

Financing:  1959  appropriation  available  in  1958.  . _ . 

New  obligational  authority ..  . .-.  .. 

18,  200, 000 

20,  000, 000 

4-1,800, 000 

Object  classification 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions. 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services  - , 

06  Printing  and  reproduction ^ 

07  Other  contractual  services 

Services  performed  by  other  agencies 

08^  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

13  Refunds,  awards  and  indemnities 

15  Taxes  and  assessments 

1959  program  obligated  in  1958 

Supplemental  required  for  pay  increase 

Total  obligations 


1959, 

presently 

available 


1959, 

revised 

estimate 


1959,  increase 
(-f)  or  de 
crease  (— ) 


2,800 

9 

2,750 

2,760 


2,800 

9 

2,750 

2,760 


$16,  381,  786 
46,  832 
81, 382 


$16,  381,  786 
46,  832 
111,  382 


-f  30, 0,00 


16,  510,  000 

472. 000 
, 79, 000 

523. 000 
92,  000 

428,  000 
162,  600 
154,  400 

240. 000 

88, 000 

1, 066, 000 
8, 000 
2, 000 
-118, 306 


16,  540,  000 

500. 000 

91,  000 
523,  000 

92,  000 
428,  000 
167,  600 
154,  400 

240. 000 
188.  000 

1,  066, 000 
8,000 
2, 000 
-118, 306 


+30,  000 
+28, 000 
+12,  000 


+5, 000 


+100,  000 


-1,625, 000 


18, 081,  694 


19,  881,  694 


+1,  625, 000 
+1,800,000 


The  first  item  is  “Salaries  and  expenses.”  At  this  point  in  the 
record  we  will  insert  pages  1,  2,  and  3,  and  the  table  which  appears 
on  page  4 of  the  justifications. 

( The  pages  referred  to  follow : ) 

The  Commission  will  require  a supplemental  appropriation  of  $1,800,000  for 
the  salaries  and  expenses  appropriation  in  fiscal  year  1959.  These  funds  are 
required  (1)  to  meet  increased  pay  costs  resulting  from  Public  Law  85-462,  (2) 
to  process  increased  workloads  in  “Activity  4,  Administration  of  the  retirement 
systems”  resulting  from  Public  Law  85-465,  (3)  to  meet  increased  travel  costs, 
(4)  to  furnish  and  equip  new  office  space  for  the  New  York  regional  ofllce  and 
for  a recruiting  and  information  center  in  Washington. 

Although  the  funds  appropriated  for  1959  were  $100,000  less  than  the  amount 
available  for  1958,  provision  had  to  be  made  within  this  reduced  appropriation 
for  new  work  items  and  increased  costs  approximating  $150,000  above  the  1958 
level.  These  additional  items  included  (1)  the  valuation  of  the  retirement  fund 
$51,000,  (2)  contributions  to  the  retirement  fund  for  an  additional  pay  period 
$35,000,  (3)  the  normal  increase  in  retirement  workloads  $47,000,  and  (4)  the 
continuation  of  the  standards  program  at  the  1958  level  for  a full  year  in  1959, 
$18,000.  The  effective  reduction  below  the  1958  appropriation  level  therefore 
amounted  to  more  than  $250,000  which  had  to  be  absorbed  and  which  precludes 
absorbing  any  part  of  the  increased  pay  costs. 

In  addition  to  the  cost  of  pay  legislation,  other  legislation,  namely  Public  Law 
85-465,  enacted  subsequent  to  congressiohar  action  on  the  Commission’s  budget 
request  has  created  needs  over  and  above  those  already  absorbed  in  the  1959 
appropriation.  While  the  Commission  has  been  able  to  absorb  a substantial  por- 
tion of  these  new  requirements,  it  is  not  possible  to  fully  meet  these  added  needs, 
unless  supplemental  funds  are  made  available,  without  developing  unmanage- 
able backlogs  of  work  or  seriously  impairing  Other  programs  of  the  Commission. 
Increasing  travel  costs  are  also  seriously  hampering  program  operations. 

The  following  table  indicates  the  total  amount  required  as  compared  to  the 
funds  available : 


Program,  fiscal  year  1959  $18,200,000 

Required,  fiscal  year  1959  l 20,  000,  000 

Supplemental  request,  fiscal  year  1959  , 1,  800,  000 


The  table  on  the  following  page  shows  the  detail  of  increased  requirements  by 
item  and  by  object  classification. 
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A discussion  of  the  needs  of  each  of  the  Items  under  the  salaries  and  expenses 
appropriation  requiring  supplemental  funds  follows. 


Additional  requirements,  fiscal  year  1959 


01 

02 

03 

07  ' 

09 

11 

Personal 

services 

Travel 

Trans- 
porta- 
tion of 
things 

Other 

contrac- 

tual 

services 

Equip- 

ment 

Grants, 

sub- 

sidies, 

and 

contri- 

butions 

Total  addi- 
tional re- 
quirements 

A.  Increased  pay  costs 

$1, 621,  500 
30, 000 

$6, 500 

$97, 000 

$1, 625, 000 

30.000 

28. 000 

117,000 

B.  Activity  4,  retirement.  

C.  Travel  expenses 

$28, 000 

D.  Relocation  of  se''ond  regional 
office  and  establishment  of  a 
Federal  recruiting  center 

$12, 000 

6, 000 

$100, 000 

Total 

1, 551, 500 

28,000 

12, 000 

11,  500 

100, 000 

97,000 

1,800,000 

A.  ADDITIONAL  FUND  EEQUIREMENTS  FOR  INCREASED  PAY  COSTS  PUBLIC  LAW  (85-462) 

The  additional  requirements  as  a result  of  increased  pay  costs  are  as  follows : 


01  Personal  services $1,  521,  500 

07  Other  contractual  services 6,  500 

11  Grants,  subsidies,  and  contributions 97,  000 


Total  required 1,  625,  000 


The  increased  cost  of  personal  services  resulting  from  Public  Law  85--162,  Fed- 
eral Employees  Salary  Increase  Act  of  1958,  is  based  on  the  actual  cost  of 
increases  in  salaries  for  the  1959  authorized  strength  of  Commission  employees 
paid  from  the  “Salaries  and  expenses’^  appropriation.  The  total  cost  of  salary 
increases  amounted  to  $1,521,500.  Related  costs  consist  of  increased  contribu- 
tions to  the  civil  service  retirement  and  disability  fund,  $97,000,  and  to  the 
Federal  employees  group  life  insurance  fund,  $6,500,  resulting  from  the 
increased  salary  payments. 

In  view  of  additional  requirements  for  funds  in  this  fiscal  year  resulting  from 
legislation  enacted  subsequent  to  congressional  action  on  the  Commission’s 
1959  budget,  as  discussed  on  page  1,  it  is  not  feasible  to  absorb  any  part  of  the 
pay  increase  costs. 

Mr.  Thomas.  This  item  is  broken  down  into  four  items.  You  claim 
that  $150,000  of  that  $1.8  million  is  due  entirely  to  the  increased  work- 
loads. You  state:  “These  additional  items  included  (1)  the  valuation 
of  the  retirement  fund,  $51,000,  (2)  contributions  to  the  retirement 
fund  for  an  additional  pay  period,  $35,000,  (3)  the  normal  increase 
in  retirement  workload,  $47,000,  and  (4)  the  continuation  of  the  stand- 
ards program  at  the  1958  level  for  a full  year  in  1959,  $18,000.” 

Adding  it  all  up,  it  comes  to  $150,000. 

What  was  the  amount  of  your  entire  pay  increase.  Was  that  amount 
$1,625,000? 

Mr.  Lawton.  That  is  right. 

Mr.  Thomas.  Have  you  absorbed  any  of  that  amount  ? 

Mr.  Lawton.  No,  sir ; we  have  not  absorbed  any  of  that,  because 

TRANSPORTATION 

Mr.  Thomas.  I would  like  to  inquire  into  one  or  two  items  over 
here.  You  have  a $12,000  item  in  “Transportation”  and  you  have 
“Other  contractual  services”  in  the  amount  of  $5,000. 
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EQUIPMENT 

Then  you  have  an  “Equipment”  item  of  $100,000. 

How  do  you  break  down  the  “Equipment”  item  between  your  New 
York  regional  office  and  your  Washington  employment  center? 

Mr.  Lawton.  $58,000  is  for  New  York  and  $42,000  is  for  Wash- 
ington. 

Mr.  Thomas.  How  do  you  justify  the  need  for  the  $58,000  and  the 
$42,000?  I have  been  in  both  of  your  offices  a good  many  times. 

NEW  YORK  OFFICE 

Mr.  Lawton.  At  the  New  York  office  a lot  of  the  furniture  is  in 
pretty  bad  condition. 

Mr.  Thomas.  Well,  in  the  first  place,  you  are  moving  out  of  your 
location  in  your  New  York  office  ? 

Mr.  Lawton.  We  are  moving  out  of  the  old  warehouse  down  there. 

Mr.  Thomas.  Where  are  you  moving  to  ? 

Mr.  Lawton.  We  currently  have  bids  requesting  some  midtown 
New  York  location,  but  we  have  not  yet  decided. 

Mr.  Thomas.  What  is  going  to  happen  to  the  old  building? 

Mr.  Lawton.  They  are  going  to  put  into  the  old  building  a couple 
of  storage  facilities — some  weighing  services  for  the  customs  service, 
and  increase  the  size  of  the  laboratory  for  the  Department  of  Agri- 
culture which  is  located  in  the  building. 

They  are  going  to  use  the  building  for  purposes  for  which  it  is 
better  fitted. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

I presume  you  are  going  down  to  midtown  New  York,  and  pay  $3 
or  $4  a square  foot  per  year  rent  ? 

Mr.  Lawton.  I imagine  it  would  be  at  least  that. 

Mr.  Thomas.  Why  the  $58,000,  then  ? The  furniture  is  not  too  old ; 
is  it  ? It  is  not  good  enough  ? 

Mr.  Lawton.  The  furniture  is  old,  some  of  it  would  not  stand  the 
move,  and  we  need  additional  furniture. 

Mr.  Thomas.  Wliat  is  the  nature  of  the  furniture  which  you  will 
procure  with  the  $58,000  ? Is  that  office  equipment  furniture  or  extra 
equipment  for  the  prospective  job  applicants  ? 

Mr.  Lawton.  I have  a list  of  it  here.  The  typewriter  desks  will 
be  used  for  a combination  of  purposes.  They  will  be  used  for  exami- 
nation purposes  and  also  for  office  purposes.  We  have  not  split  out 
the  use  of  a particular  desk;  but,  if  we  have  heavy  demand,  we  will 
move  furniture  to  take  care  of  them. 

Mr.  Thomas.  You  do  not  anticipate  an  increase  in  your  workload 
by  virtue  of  your  moving  downtown  ? 

Mr.  Lawton.  No,  sir;  no  increase  in  the  workload.  A lot  of  it  is 
filing  equipment. 

Mr.  Thomas.  While  you  are  in  the  process  of  moving,  here  is  a 
good  opportunity  to  get  rid  of  some  of  those  old  records,  and  cut 
down  on  your  space. 

How  much  space  will  you  have  in  your  new  location  as  compared 
to  what  you  have  now  ? You  got  lost  in  your  present  location.  You 
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now  liave  cheap  space,  and  you  can  have  a dance  hall  on  every  other 
floor. 

M r.  TvAwton.  The  amount  of  space  would  be  slightly  less. 

Mr.  Thomas.  Slightly  less? 

Mr.  Lawton.  Yes. 

Mr.  Williams.  About  13,000  square  feet  less. 

Mr.  Thomas.  It  ought  to  be  at  least  50  percent  less. 

Mr.  Williams.  About  13,000  square  feet. 

Mr.  Thomas.  You  have  50  percent  more  space  in  your  old  building 
til  an  you  need. 

Mr.  AVilliams.  We  have  given  up  some  space  in  that  building,  Mr. 
Chairman.  I do  not  know  how  recently  you  have  been  in  there,  but 
at  one  time  this  was  perfectly  true.  Space  was  no  problem  because 
it  was  there,  and  no  one  was  using  it,  but  in  the  last  few  years  we 
have  given  up  a considerable  amount  of  space  in  the  present  location. 

.Mr.  Thomas.  Have  you  given  up  any  floors,  or  iust  what  have 
you  given  up  ? 

Mr.  AVilliams.  There  has  been  a contraction  of  25,500  square  feet 
in  our  space  since  June  1954,  and  we  plan  to  occupy  13,000  less  square 
feet  in  the  new  location. 

Mr.  Thomas.  I hope  your  Commissioners  and  your  General  Man- 
anger,  Mr.  Irons,  will  take  a look  at  that  space.  You  could  cut  down 
your  space  requirements  at  least  50  percent  when  you  get  out  of 
that  building. 

Of  course,  under  former  circumstances  the  space  was  there,  and 
you  had  just  as  well  occupy  it  as  anyone  else,  but  I thought  for  a 
while  you  would  have  to  furnish  your  employees  bicycles  to  go  from 
one  end  of  the  big  building  to  the  other. 

Mr.  Lawton.  GSA  had  an  outside  concern  come  in  and  evaluate 
our  space  needs. 

Mr.  Thomas.  What  about  this  $42,000  for  your  Washington  office? 
What  are  you  going  to  do  with  that?  With  what  does  the  $12,000 
item  and  the  $5,000  item  go  ? 

Mr.  Lawton.  The  $12,000  item  is  for  moving  in  ISTew  York,  and 
the  $5,000  item  is  for  some  construction  work  such  as  counters  and 
shelving,  and  so  on. 

Mr.  Thomas.  Do  you  intend  to  move  in  Washington  ? 

Mr.  Lawton.  That  is- 

Mr.  Thomas.  Where  is  your  moving  money  here?  General  Serv- 
ices is  not  going  to  charge  you  anything,  are  they  ? 

Mr.  Lawton.  We  think  we  can  do  that  ourselves.  We  have  a truck. 

WASHINGTON  OFFICE 

Mr.  Thomas.  AATiat  equipment  do  you  need  for  the  requested 
$42,000  in  Washington  ? 

Mr.  Lawton.  AYe  want  examination  desks  and  chairs  and  then 
some  tables  and  chairs  for  a waiting  room.  We  need  200  desks  and 
200  chairs  for  examination  purposes.  All  examinations  will  be  held 
there  whereas  they  are  now  held  in  various  other  spots. 

Mr.  Thomas.  What  will  be  the  address  of  your  new  location  when 
you  move  ? : 

Mr.  Lawton.  8th  and  E. 

Mr.  Thomas.  How  much  rent  are  you  paying  for  that  ? 
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Mr.  Williams.  About  $60,000.  GSA  will  pay  the  rent  of  approxi- 
mately $60,000  a year. 

Mr.  Thomas.  That  is  $60,000  over  and  above  what  the  taxpayers 
are  now  paying  because  you  have  free  rent  in  a Government  building 
at  the  present  time  ? 

Mr.  Lawton.  That  is  correct. 

Mr.  Thomas.  I hope  you  do  not  move.  I hope  you  go  ahead  and 
try  to  get  a building  for  your  operations.  You  need  a new  building, 
and  it  will  save  the  taxpayers  money,  and  I think  the  committee 
would  be  inclined  to  help  you  build  a new  building,  which  would 
house  your  own  activities  and  that  of  two  or  three  other  Government 
agencies.  When  you  get  through,  instead  of  spending  this  $60,000 
for  additional  space,  you  could  have  all  your  activities  under  one  roof 
conveniently  together  with  well-balanced  space  and  better  organized. 
However,  whether  you  have  a building,  I suppose,  is  beyond  your 
jurisdiction.  I presume  you  have  asked  for  it. 

Mr.  Lawton.  Weil,  there  has  been  such  a request  as  you  know,  in 
and  out  of  the  estimates  several  times. 

CHANGE  IN  retirement  BENEFITS 

Mr.  Thomas.  Why  do  you  have  such  an  increase  in  your  work- 
load in  your  Retirement  Division  ? 

Mr.  Lawton.  Public  Law  465  that  passed  at  the  last  session  added 
a large  group  of  people  to  the  annuity  rolls,  people  not  formerly  on 
them,  and  we  had  an  initial  first-year  cost  of  putting  those  people  on 
the  rolls.  They  are  the  widows  of  annuitants  and  employees  who 
died  prior  to  1948  when  the  survivorship  law  first  became  effective. 
Congress,  last  year,  gave  certain  rights  to  people  whose  husbands 
died  before  1948.  We  estimate  that  we  will  have  about  25,000  claims. 

Mr.  Thomas.  Did  these  people  pay  anything  into  the  retirement 
fund  ? 

Mr.  Lawton.  The  husbands  who  were  in  the  service  between  1920 
and  1948  paid  into  the  fund. 

Mr.  Thomas.  For  themselves  ? 

Mr.  Lawton.  Yes ; but  at  that  particular  point  there  was  no  sur- 
vivorship right  granted. 

Mr.  Thomas.  How  much  did  that  new  legislation  cost  the  retire- 
ment system  where  no  contributions  had  been  made  to  take  care  of  it  ? 
Mr.  William.  About  $50  million  a year. 

Mr.  Laavton.  $50  million  a year  is  the  anticipated  cost  to  cover 
both  the  annuities  to  pre-1948  widows  and  the  increase  in  annuities 
granted  under  the  same  law.  There  is  a cost  to  the  fund  of  $104  mil- 
lion for  1959  and  1960,  and  in  1961  an  appropriation  is  required  or 
the  annuities  will  no  longer  be  paid. 
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Investigations  of  U.S.  Citizens  for  Employment  by  Interna- 
tional Organizations 


Program  and  financing 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(-f ) or  de- 
crease (— ) 

Program  by  activities; 

1.  Investigations  (total  program  costs) 

2.  Relation  of  costs  to  obligations:  Obligations  incurred 

for  costs  of  other  years  (unpaid  undelivered  orders), 
net 

$352, 614 

2, 386 
-5, 000 

$490, 614 
2, 386 

-f$138,000 

3.  Supplemental  reauired  for  pav  Increase 

Total  program  (obligations'! 

Financing:  New  obllgational  authority 

-f5,000 

350. 000 

350.000 

493.000 

4f«,000 

H-143,000 

+143,000 

Object  classification 

1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de- 
crease (— ) 

Total  number  of  permanent  positions 

5 
1 

6 
12 

5 

2 

7 

12 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year.. 

+i 

+1 

01  Personal  services: 

Permanent  positions 

$38, 153 
15,  700 
147 

$38, 153 
24, 300 
147 

Positions  other  than  permanent 

Other  personal  services 

+$8,600 

Total  personal  services. 

02  Travel. 

54, 000 
5,  200 
700 
150 
1,200 
290, 900 

2, 600 
250 
-5. 000 

62, 600 

5.200 
700 
150 

1.200 
420, 300 

2, 600 
250 

+8,600 

04  Communication  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies.  

11  Grants,  subsidies,  and  contributions:  Contributions  to  the 
retirement  fund 

+129,400 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increase 

+5,000 

Total  obligations 

350, 000 

493, 000 

+143,000 

At  this  point  in  the  record  we  will  insert  pages  15,  IT,  18,  and  19 
of  the  justifications,  which  has  to  do  with  investigations  of  U.S. 
citizens  for  employment  by  international  organizations. 

(The  pages  referred  to  follow:) 


Comparative  summary  statement 


Functions 

1959  program 

1959  required 

1959 

supplemental 

request 

Federal  Bureau  of  Investigation: 

Name  checks 

$2, 000 
51, 000 

$2,  740 
69,  250 

$740 
18, 250 

Full  field  loyalty  investigations 

Subtotal,  FBI 

53, 000 

71, 990 

18,990 

Civil  Service  Commission: 

National  agency  checks 

Background  investigations..  

Processing  reports  on  internationally  recruited  personnel— 

Loyalty  advisory  opinions 

Analysis  of  other  cases 

7,200 
229, 100 
1,600 
46,  500 
17,  600 
-5,  000 

11.  510 
335, 000 
1,800 
52  300 
20, 400 

4,310 
105,  900 
200 

5. 800 

2.800 
+5,000 

Supplemental  required  for  pay  Increases 

Subtotal,  CSC 

297, 000 

421, 010 

124, 010 

Total  cost  of  program 

350,000 

493, 000 

143, 000 
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Genebal  Statement 

Under  Executive  Order  10422  as  amended,  the  Civil  Service  Commission  and 
the  Federal  Bureau  of  Investigation  conduct  investigations  of  U.S.  citizens 
employed  or  being  considered  for  employment  in  international  organizations  of 
which  the  U.S.  Government  is  a member.  The  reports  of  these  investigations 
are  forwarded  to  the  International  Organizations  Employees  Loyalty  Board  of 
the  Civil  Service  Commission  which  makes  advisory  determinations  under  the 
loyalty  standard  specified  in  the  order.  The  standard  is  “*  * * whether  or  not 
on  all  the  evidence  there  is  a reasonable  doubt  as  to  the  loyalty  of  the  person 
involved  to  the  Government  of  the  United  States.” 

The  Board  transmits  its  determinations,  as  advisory  opinions,  to  the  Secretary 
of  State  for  transmission  to  the  executive  heads  of  the  international  organi- 
zations concerned. 

It  is  not  the  function  of  the  Civil  Service  Commission  or  the  Federal  Bureau 
of  Investigation  to  make  decisions  as  to  whether  the  individual  investigated 
shall  be  retained  or  given  further  consideration  for  employment.  This  is  a 
matter  for  decision  by  the  Secretary  General  of  the  United  Nations  or  the 
executive  heads  of  the  other  international  organizations. 

Funds  available  for  this  program  in  fiscal  year  1959  will  not  be  sufficient  to 
process  the  workload  expected  to  be  received.  Therefore,  a supplemental  appro- 
priation of  $143,0C€  is  being  requested.  The  reasons  are  as  follows : 

1.  An  unexpected  increase  in  workload  receipts  from  the  United  Nations  as  a. 
result  of  the  Middle  East  situation,  as  well  as  increased  employment  of 
U.S.  citizens  by  international  organizations,  particularly  the  Pan  American 
Sanitary  Bureau.  For  example,  total  workload  of  applicant  investigations 
through  January  of  fiscal  year  1958  amounted  to  488  cases,  whereas  during  the 
same  months  of  the  current  fiscal  year  receipts  have  amounted  to  589  cases — a 
21  percent  increase.  It  now  appears  that  receipts  will  amount  to  1,000  cases.. 
In  addition,  the  workload  of  full  field  loyalty  investigations  is  expected  to  amount 
to  95  cases  rather  than  the  88  estimated  in  the  1959  budget.  Funds  available 
in  fiscal  year  1959  will  permit  the  processing  of  only  70  cases. 

2.  The  costs  for  cases  investigated  and  charged  to  this  appropriation  have 
increased  over  the  rates  estimated  in  the  1959  budget,  because  of  Public  Law 
85-462  which  increased  pay  rates,  and  also  as  a result  of  higher  operating  costs 
in  both  the  Civil  Service  Commission  and  the  Federal  Bureau  of  Investigation. 


Type  of  case 

Billing  rate 
estimated  in 
1959  budget 

Revised  bill- 
ing rate  for 
fiscal  year 
1959 

Background  investigations  (CSC) 

$260. 00 
632. 22 

$335 

730 

Full  field  loyalty  investigations  (FBI) 

3.  Pay  increase  for  members  and  staff  of  the  International  Organizations 
Employees  Loyalty  Board  resulting  from  Public  Law  85-462. 

4.  The  amount  appropriated  for  fiscal  year  1959  was  $33,000  less  than  requested. 

The  need  for  funds  to  maintain  the  prompt  and  continuous  processing  of  these 

cases  is  consistent  with  the  interests  of  the  U.S.  Government  in  securing  a rea- 
sonable proportion  of  U.S.  citizens  employed  in  the  international  organizations 
of  which  this  Government  is  a member.  The  Department  of  State  has  fostered 
employment  of  an  increasing  number  of  U.S.  citizens  through  negotiations  with 
the  international  organizations.  Any  delay  or  suspension  in  the  processing 
of  cases  would  not  be  in  the  best  interests  of  the  U.S.  Government  because: 
(1)  Appointments  cannot  be  made  until  the  results  of  investigations  have  been 
evaluated,  notwithstanding  the  desire  of  the  applicant  to  accept  appointment 
or  the  willingness  of  the  international  organization  to  hire  him;  (2)  even  under 
normal  time  schedules  of  processing  investigation  cases,  several  weeks  or  more 
elapse  from  the  start  of  the  investigation  until  a report  reaches  the  head  of  the 
international  organization  where  the  vacancy  exists.  As  a result,  applicants 
become  discouraged,  the  agency  hires  someone  else  other  than  a U.S.  citizen, 
and/or  the  international  organization  resists  considering  U.S.  citizens  as  other 
vacancies  develop. 
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A letter  from  the  State  Department  dated  December  19,  1958,  advises  the 
Commission  that  employment  of  U.S.  citizens  by  international  organizations  is 
expected  to  increase  in  the  period  January  to  June  1959. 

With  the  funds  currently  available,  the  outlook  is  for  a shortage  of  funds  to 
develop  successively  in  the  third  and  fourth  quarters.  This  would  eventuate 
in  a growing  backlog  of  work  that  would  carry  over  into  fiscal  year  1960.  Since 
the  funds  for  this  work  are  contained  in  a separate  appropriation,  there  are  no 
means  by  which  the  Commission  could  utilize  other  funds  for  this  purpose  even 
if  available. 

Mr.  Thomas.  I note  your  request  for  this  item  is  in  the  amount  of 
$143,000.  This  is  a matter  over  which  you  have  no  control  as  to  the 
number  of  them ; is  it  not  ? 

Mr.  Lawton.  That  is  correct. 

Mr.  Thomas.  What  are  these  investigations  costing,  each? 

Mr.  Lawton.  The  background  investigations  which  we  make  cost 
$335  each.  The  full  field  investigations  which  the  FBI  makes  on 
a loyality  basis  cost  $730  each. 

Mr.  Thomas.  What  is  the  total  number  of  investigations  to  be 
made?  You  are  the  fiscal  agent  for  all  these  investigation?  What 
part  of  it  is  performed  by  you  ? 

Mr.  Lawton.  1,000  background  investigations  which  are  field  in- 
vestigations made  by  the  Civil  Service  Commission  and  95  by  the 
FBI.  That  is  in  1959. 

Mr.  Thomas.  For  “Full  field  loyalty  investigations”  I note  you 
have  the  figure  of  $69,250  for  1959,  as  against  $51,000,  or  an  increase 
of  $18,250  in  the  supplemental  for  that  alone. 

The  Civil  Service  Commission  national  agency  checks  show  an 
increase  of  $4,310,  and  those  cost  $10  each;  do  they  not? 

Mr.  Lawton.  About  $9.95  each. 

Mr.  Thomas.  What  is  the  turnover  in  this  organization  or  in  these 
organizations  ? How  many  organizations  are  involved  in  it  anyway  ? 
Mr.  Lawton.  There  are  between  50  and  60. 

EMPLOYEES  OF  INTERNATIONAL  ORGANIZATIONS 

Mr.  Thomas.  At  this  time  will  you  be  good  enough  to  insert  in 
the  record  the  names  of  the  international  organizations  together  with 
the  number  of  employees  for  1957, 1958,  and  1959  ? 

Do  you  have  that  information  ? 

Mr.  Lawton.  We  have  the  list  of  the  agencies,  but  we  do  not  have 
the  number.  We  could  get  the  number  of  employees  as  of  December 
31,1958. 

Mr.  Thomas.  Is  that  available  to  you  without  too  much  trouble? 
Mr.  Williams.  We  can  get  it  from  the  State  Department. 

Mr.  Thomas.  Will  you  do  that,  and  insert  it  in  the  record  ? 

Mr.  Lawton.  Are  you  interested  in  U.S.  employees,  or  all 
employees? 

Mr.  Thomas.  U.S.  employees  are  the  only  ones  in  which  you  are 
interested,  and  they  are  the  ones  which  you  have  to  investigate. 

(The  information  requested  follows :) 
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Approximate  number  of  employees,  as  of  Dec.  81,  1958,  of  international  organizations 
to  which  the  United  States  contributes  or  participates  through  the  contingency 
funds  or  through  voluntary  program  {data  supplied  by  the  Department  of  State) 


Organization 

Interna- 
tionally 
recruited 
U.S.  citizens 
(professional 
and  admin- 
istrative) 

General 
Services 
U.S.  citizens 
(nonpro- 
fessional) 

Interna- 
tionally 
recruited 
nationals 
of  other 
countries 
(professional 
and  admin- 
istrative) 

General 
Services 
nationals 
of  other 
countries 
(nonpro- 
fessional) 

United  Nations 

335 

1, 008 

889 

1, 522 

United  Nations  Educational,  Scientific,  and 

Cultural  Organization 

38 

» 5 

322 

Food  and  Agriculture  Organization 

63 

321 

International  Labor  Organization 

26 

372 

World  Health  Organization 

63 

439 

International  Civil  Aviation  Organization 

16 

139 

International  Bank  for  Reconstruction  and 

Development 

119 

147 

134 

International  Monetary  Fnnd__  _ 

96 

105 

124 

Interparliamentary  Union 

1 

9 

International  Telecommunication  Union 

3 

58 

World  Meteorological  Organization 

0 

25 

Pan  American  Union 

93 

107 

114 

138 

International  Atomic  Energy  Agency 

12 

83 

Pan  American  Sanitary  Bureau. 

63 

2 31 

153 

2 123 

Inter-American  Institute  of  Agricultural  Sci- 

ences ■ 

11 

90 

International  Hydrographic  Bureau 

1 

13 

Caribbean  Commission 

1 

20 

South  Pacific  Commission 

2 

30 

International  Sugar  Council 

1 

15 

International  Bur^uof  the  Permanent  Court  of 

Arbitration 

0 

6 

International  Union  for  the  Protection  of  In- 

dustrial  Property 

0 

35 

International  * Bureau  for  the  Publication  of 

Customs  Tariffs 

0 

20 

International  Bureau  of  Weights  and  Measures. 

0 

20 

International  Wheat  Council 

0 

18 

International  Cotton  Advisory  Committee 

4 

5 

Rubber  Study  Group.  

0 

3 

Central  Commission  for  the  Navigation  of  the 

Rhine  

0 

4 

Intergovernmental  Committee  for  European 

Migration  

28 

103 

United  Nations  Technical  Assistance. 

181 

(3) 

1, 391 

(3) 

United  Nations  International  Children’s 

Emergency  Fimd 

45 

0 

109 

(?) 

United  Nations  Relief  and  Works  Agency  for 

Palestine  Refugees  in  the  Near  East... 

27 

0 

87 

Q) 

1 In  New  York  City  office  only. 

* In  Washington,  D.C.,  office  only. 

3 Included  with  United  Nations  General  Services  Employees. 

Note. — The  above  list  does  not  include  General  Services  personnel  of  international  organizations  head- 
quartered overseas  as  they  are  not  available  in  the  State  Department.  Only  in  rare  instances  are  U.S. 
citizens  employed  in  these  custodial  positions  overseas. 

The  following  international  organizations  of  which  the  United  States  is  a 
member  were  not  included  in  the  list,  because  figures  were  not  readily  accessible : 

United  Nations  High  Commissioner  for  Refugees 
Universal  Postal  Union,  Bern,  Switzerland 
International  Finance  Corporation,  Washington,  D.C. 

Inter-American  Defense  Board,  Washington,  D.C. 

Inter- American  Children’s  Institute 
Inter- American  Indian  Institute,  Mexico,  D.F. 

Pan  American  Institute  of  Geography  and  History,  Mexico,  D.F. 

Postal  Union  of  the  Americas  and  Spain,  Montevideo,  Uruguay 
International  North  Pacific  Fisheries  Commission,  Vancouver,  British  Columbia 
International  Pacific  Salmon  Fisheries  Commission,  New  Westminster,  British 
Columbia,  Canada 

International  Pacific  Halibut  Commission,  Seattle,  Wash. 

Inter-American  Tropical  Tuna  Commission,  San  Diego,  Calif. 
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Iiitergovermental  Maritime  Consultative  Organization  (in  the  process  of 
organization) 

International  Council  of  Scientific  Unions  and  Associated  Unions,  Brussels, 
Belgium 

International  Whaling  Commission,  London,  England 

International  Commission  for  the  Northwest  Atlantic  Fisheries 

1‘erinanent  International  Association  of  Navigation  Congresses,  Brussels,  Belgium 

WORKLOAD 

Mr.  TrroMAS.  At  this  point  in  the  record  we  will  insert  the  work- 
load table  for  1959. 

(The  table  referred  to  follows :) 


Workload  table 


Workload  items 

1959  program 

1959  required 

1959  supplemental 
request 

Number 
of  cases 

Cost  per 
unit 

Number 
of  cases 

Cost  per 
unit 

Number 
of  cases 

Cost  per 
unit 

Federal  Bureau  of  Investigation: 

Name  checks - 

1,  379 

$1.45 

1,890 

$1.45 

511 

$1.45 

F ull  field  loyalty  investigations 

70 

730. 00 

95 

730.  00 

25 

730. 00 

Civil  Service  Commission: 

National  agency  checks 

724 

9.  95 

1, 160 

9.  95 

436 

9. 95 

Background  investigations 

684 

335.  00 

1, 000 

335.  00 

316 

335. 00 

Loyalty  advisory  opinions 

152 

307.  00 

170 

307.  00 

18 

307. 00 

Analysis  of  other  cases 

880 

20.  00 

1,020 

20.00 

140 

20.00 

]\Ir.  Thomas.  I note  you  estimate  you  will  have  1,379  name  checks. 
Does  that  mean  the  number  of  new  employees  ? 

Mr.  Lawton.  It  means  the  number  of  applicants  for  employment 
they  are  seriously  considering. 

Mr.  Thomas.  It  does  not  necessarily  mean  the  turnover;  does  it? 

Mr.  Lawton.  No,  sir. 

Mr.  Thomas.  For  full  field  loyalty  investigations  your  first  estimate 
was  TO  for  1959,  and  now  you  have  it  up  to  95. 

For  civil  service  national  agency  checks  the  number  was  724,  and 
that  has  gone  up  to  1,160. 

For  background  investigations  the  figure  of  684  has  gone  up  to  1,000. 

The  law  is  quite  clear  in  this  regard.  Every  time  a new  employee 
goes  on  the  rolls,  you  have  to  go  through  this  investigative  process? 

Mr.  Lawton.  We  go  through  the  investigative  process;  yes  sir. 

Mr.  Thomas.  Would  you  detail  that  process  right  quick  for  us? 

Mr.  Lawton.  The  process  is,  first,  the  name  check,  and  the  national 
agency  check  which  is  the  check  against  the  files  of  the  FBI,  and 
other  investigative  activities  such  as  naval  intelligence,  military  in- 
telligence, and  the  Un-American  Activities  Committee. 

Mr.  Thomas.  How  does  that  routine  investigation  differ  from  that 
of  an  employee,  say,  working  for  the  Civil  Service  Commission? 

Mr.  Lawton.  It  is  the  same  sort  of  a check  insofar  as  national 
agencies  checks  are  concerned.  The  field  investigation  is  the  same 
as  the  field  investigation  for  sensitive  positions. 
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Annuities,  Panama  Canal  Construction  Employees  and 
Lighthouse  Service  Widows 


Program  and  financing 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de- 
crease (— ) 

Program  by  activities: 

1.  To  employees  engaged  in  construction  of  the  Panama 
Canal 

$2, 050, 000 
250, 000 

$2, 175, 000 
395, 000 

-t-$125, 000 
-i-145,000 

2.  To  widows  of  former  employees  of  the  Lighthouse 
Service 

Total  obligations 

Financing:  AppropriationiXnew  obligational  authority). 

2, 300, 000 
2,300,000 

2,  570, 000 
2,  570, 000 

-1-270, 000 
-1-270, 000 

Oi)ject  classification 


1959, 

1959, 

1959,  increase 

presently 

revised 

(-1-)  or  de- 

available 

estimate 

crease  (— ) 

12.  Pensions,  annuities  and  insurance  claims 

$2, 300, 000 

$2, 570, 000 

-l-$270, 000 

Mr.  Thomas.  We  will  take  a look  at  your  request  for  annuities  for 
Panama  Canal  construction  employees  and  Lighthouse  Service 
widows. 

At  this  point  in  the  record  we  will  insert  pages  21  and  22  as  well  as 
page  23  of  the  justifications,  and  page  24. 

(The  pages  referred  to  follow :) 

Annuities  are  paid  to  persons  who  were  employed  on  the  construction  of  the 
Panama  Canal,  or  to  their  widows ; and  benefits  are  paid  to  widows  of  former 
employees  of  the  Lighthouse  Service. 

The  following  table  indicates  the  total  amount  required  as  compared  to  funds 
appropriated : 


Appropriated 
fiscal  year 
1959 

Required 
fiscal  year 
1959 

Supplemental 
request, 
fiscal  year 
1959 

Panama  Canal  construction  employees 

$2, 050. 000 
250, 000 

$2, 175, 000 
395, 000 

$125, 000 
145, 000 

Lighthouse  Service  widows 

Total 

2,300,000 

2.  570, 000 

270,000 

The  need  for  funds  in  fiscal  year  1959  has 

increased  because  of 

(1)  recent 

legislation  (Public  Law  85-351)  providing  for  a monthly  payment  increase  from 
$50  to  $75,  (2)  the  revised  trend  in  the  number  on  the  annuity  roll  of  both 
the  Panama  Canal  construction  employees  and  Lighthouse  Service  widows  ( due 
to  the  higher-than-estimated  additions  and  fewer  drops),  and  (3)  the  increased 
number  of  retroactive  claims  filed. 

Although  the  Panama  Canal  Construction  Act  was  originally  enacted  in 
1944,  new  claims  continue  to  be  received  each  year.  In  the  light  of  current 
experience,  it  is  expected  that  more  claims  requiring  retroactive  payments  will 
be  received  than  was  estimated  at  the  time  of  preparing  the  1959  budget. 

Public  Law  85-351,  approved  March  28,  1958,  provides  for  an  additional 
$25  a month  to  be  paid  to  widows  of  certain  former  employees  of  the  Lighthouse 
Service,  increasing  the  annual  rate  of  payment  from  $600  to  $900.  In  addi- 
tion, deaths  of  Lighthouse  Service  retirees  in  fiscal  year  1958  have  increased 
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approximately  50  percent  over  the  previous  year  and  consequently,  claims  from 
widows  of  former  employees  of  the  Lighthouse  Service  are  increasing. 

The  following  are  detailed  statements  indicating  the  basis  of  the  estimated 
supplemental  requirements ; 

Statement  of  supplemental  funds  required  to  finance  payments  to  Panama  Canal 
construction  annuitants  for  fiscal  year  1959 


Number 

Annual  rate 

Amount 

Annuity  roll  at  July  1, 1958 

2,275 

15 

$900 

$2,047,500 

204,000 

Anticipated  additions,  fiscal  year  1959,  retroactive  to  May  29, 
1944  (15  additions.X  $900  annual  rate  X 15.08  years)  i 

Total 

2,290 

170 

2,  251,  500 
76,  500 

Less  estimated  drops,  fiscal  year  1959,  for  death 

Revised  estimate  for  fiscal  year  1959  requirements. 

Available  for  fiscal  year  1959 

450 

2,120 

2. 175. 000 

2. 050. 000 

Additional  funds  required  for  fiscal  year  1959  for  Panama 
Canal  construction  annuitants 

125, 000 

1 The  retroactive  date  refers  to  the  effective  date  of  the  act  providing  such  annuities  and  is  the  date  from 
which  retroactive  benefits  are  computed.  The  third  figure  in  the  formula  refers  to  the  number  of  years' 
retroactive  benefits  to  which  new  additions  to  the  roU  are  entitled. 


At  the  time  the  1959  budget  was  submitted,  the  Panama  Canal  construction 
annuity  roll  at  July  1,  1958,  was  estimated  to  be  2,251  while  actually  it  was 
2,275,  or  an  increase  of  24.  Also,  there  were  10  adds  and  185  drops  estimated 
at  that  time.  Recent  experience  indicates  that  there  will  be  5 more  adds  and 
15  less  drops  than  previously  estimated,  resulting  in  a higher  annuity  roll 
than  that  estimated  originally  for  fiscal  year  1959.  Payment  to  the  estimated 
2,120  beneficiaries  on  this  roll  will  cost  $2,175,000,  or  $125,000  more  than  the 
amount  available. 


Statement  of  supplemental  funds  required  to  finance  payments  to  widows  of 
former  employees  of  the  Lighthouse  Service  for  fiscal  year  1959 


Number 

Annual  rate 

Amount 

Annuity  roll  at  July  1, 1958 

Aotnal  n.flflitinns  to  tbp,  roll  in  .Inly  19.58  

408 

15 

2 

21 

$900 

$367, 200 
13, 500 

11, 600 
9,450 

Anticipated  additions  fiscal  year  1959  retroactive  to  Sept.  1, 
19  0 1 (2  additions  X $600  annual  rate  X 7.583  years  plus  2 

additions  $900  annual  rate  X 1.25  years) 2..  _ .. 

Other  additions  for  fiscal  year  1959  (those  not  entitled  to  retro- 
active benefits)  . 

450 

Total  - 

446 

15 

401,750' 
6, 750 

Less  estimated  drops  fiscal  year  1959  for  death 

Revised  estimate  for  fiscal  year  1959  requirements 

A fnr  TTpa.r  IQ.^Q  . 

450 

431 

395.000 

250. 000 

Additional  funds  required  for  fiscal  year  1959  for  widows 

nf  fnrrrwir  ATrmlmrppQ  nf  thp  TiicrlitlinnSfi  RftrviCft 

145,000 

1 The  retroactive  date  refers  to  the  effective  date  of  the  act  providing  such  annuities  and  is  the  date  from 

which  retroactive  benefits  are  computed.  ^ 

2 The  annual  rate  of  $600  was  applied  for  the  period  Sept.  1,  1950,  to  Mar.  31,  1958,  and  the  aimual 
rate  of  $900,  for  the  period  commencing  Apr.  1, 1958,  in  accordance  with  Public  Law'  8^351,  approved  Mar. 
28,  1958.  The  third  figure  in  the  formula  refers  to  the  number  of  years’  retroactive  benefits  to  which  new 
additions  to  the  roll  are  entitled. 

At  the  time  the  1959  budget  request  was  submitted,  the  annuity  roll  at  July 
1,  1958,  had  been  estimated  at  400  while  actually  it  was  408.  Additions  to  the 
roll  in  July  1958  amounted  to  15  and  it  is  estimated  that  23  more  additions  will 
be  made  in  fiscal  year  1959.  Two  of  these  additions  will  require  retroactive 
payments  totaling  $11,600.  These  38  adds,  less  15  estimated  drops,  result  in  an 
annuity  roll  of  431  costing  $395,000,  or  $145,000  more  than  the  amount  available. 

For  the  fiscal  year  1959,  the  Commission’s  appropriation  request  to  finance 
payments  to  beneficiaries  covered  by  these  acts  was  reduced  $28,000.  This  re- 
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duction,  in  addition  to  such  factors  as  (1)  the  higher  number  of  beneficiaries 
than  was  anticipated  in  the  1959  budget,  (2)  the  additional  numbers  of  claims 
to  be  paid,  and  (3)  increased  annuity  payments  under  the  new  law,  create  the 
need  for  a supplemental  appropriation  in  the  amount  of  $270,000  for  1959. 

The  payment  of  the  additional  moneys  in  accordance  with  the  requirements 
enumerated  in  the  previous  paragraph  will  deplete  available  funds  to  the  ex- 
tent that  annuity  benefit  payments  cannot  be  made  for  the  months  of  May  and 
June,  1959  unless  additional  funds  are  appropriated. 

Mr.  Thomas.  The  Panama  Canal  employees  get  an  increase  of 
$125,000,  and  the  Lighthouse  Service  widows  received  an  increase  of 
$145,000,  or  a total  of  $270,000. 

I have  a question  here : 

I wonder  if  $200,000  would  satisfy  this  need.  These  are  debts, 
and  they  are  going  to  have  to  be  paid  and  there  is  no  disposition  on 
the  part  of  anyone  to  delay  it,  much  less  not  pay  it. 

You  had  an  increase  in  annuity  rates.  How  much  did  that  cost 
you  by  virtue  of  Public  Law  85-351  ? 

Mr.  Lawton.  Yes,  $25  per  month  per  person. 

Mr.  Thomas.  It  went  up  from  $50  to  $75  ? 

Mr.  Lawton.  There  was  a 50  percent  increase  in  the  rate. 

Mr.  Thomas.  For  what  was  that? 

Mr.  Lawton.  That  is  for  the  Lighthouse  Service  widows  only. 
Mr.  Thomas.  That  is  for  the  additions?  Was  there  any  increase 
for  the  construction  employees  in  connection  with  the  Panama  Canal 
operation  ? 

Mr.  Lawton.  No  increase  in  annuities.  The  increase  there  is  in  the 
numbers  on  the  roll. 

Mr.  Thomas.  The  increase  goes,  then,  from  about  $600  to  $900  for 
the  widows  ? 

Mr.  Lawton.  That  is  right. 

Mr.  Thomas.  That  is  the  statutory  amount  ? 

Mr.  Lawton.  Yes,  sir. 

Mr.  Thomas.  What  does  the  average  Lighthouse  Service  employee 
receive  ? What  is  that  amount  ? 

Does  anyone  recall  ? 

Mr.  Lawton.  $900  is  the  flat  amount  which  Lighthouse  Service 
widows  are  paid. 

Mr.  Thomas.  They  did  not  receive  an  increase  last  year  like  the 
widows  did  ? 

Mr.  Lawton.  The  Lighthouse  Service  people  are  not  involved  in 
here  at  all.  This  is  only  for  the  widows.  The  employees  are  paid  from 
another  retirement  system.  Most  of  them  are  now  coastguardsmen, 
and  are  paid  out  of  the  military  personnel  fund. 

Mr.  Thomas.  And,  so,  the  widow  and  the  employee  himself  gets  a 
pension  ? 

Mr.  Lawton.  Some  of  the  employees  will  get  pensions;  yes,  but  not 
out  of  this  fund. 

Mr.  Thomas.  That  is  right.  This  is  for  the  widows  only. 

Mr.  Lawton.  This  is  for  the  widows  only ; yes,  sir. 
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INVESTIGATIONS 

Mr.  Kikwan.  MHiat  did  you  say  it  cost  to  process  an  individual  ap- 
plicant through  the  FBI?  What  does  it  cost  to  make  one  investi- 
gation ? 

Mr.  La^vi'on.  The  investigation  by  the  FBI  costs  us  $730  for  a full 
loyalty  investigation.  Our  investigation,  which  does  not  deal  pri- 
marily with  the  subject  of  loyalty,  costs  $335.  If  loyalty  is  involved, 
we  pass  it  on  to  the  FBI. 

Mr.  Kirwan.  It  costs  $335  to  investigate  one  applicant? 

Mr.  Lawton.  Yes,  sir. 

Mr.  Kirwan.  Thank  you. 

IMr.  Boonet.  '\Yliat  does  it  cost  to  investigate  the  Members  of  Con- 
gress appointed  to  international  organizations  ? 

Mr.  IvAWton.  It  costs  the  same  amount,  $335. 

Mr.  Booney.  $335  ? 

Mr.  Lawton.  Yes,  sir. 

Mr.  Booney.  We  surely  had  a lapse  when  we  enacted  that  legisla- 
tion. We  now  find  your  investigators  coming  to  us  to  ask  us  about 
the  loyalty  to  the  United  States  of  a Member  who  has  served  with 
us  on  the  Appropriations  Committee  for  15  years,  who  is  appointed 
to  one  of  the  international  organizations  for  a temporary  period  of 
time,  maybe,  a couple  of  weeks,  or  a month.  It  is  not  your  fault,  but 
it  certainly  is  a reflection  upon  the  Congress  itself. 

REDUCTION  IN  NUMBER  OF  EMPLOYEES 

Mr.  Jensen.  How  many  employees  does  the  Civil  Service  Com- 
mission have  as  of  today  ? 

Mr.  Lawton.  Approximately  3,885. 

Mr.  Jensen.  Does  that  represent  an  increase  over  the  number  you 
had  a year  ago,  or  a decrease  ? 

Mr.  Williams.  It  is  a decrease.  It  represents  a decrease  of  about 
200  from  a year  ago. 

Mr.  J ENSEN.  The  decrease  of  about  200  ? 

Mr.  Williams.  Yes,  sir. 

Mr.  Jensen.  Well,  that  is  good. 

To  what  do  you  attribute  the  decrease?  Do  you  attribute  that  to 
efficiency  or  not  so  much  work,  or  are  your  people  working  longer 
hours,  or  what  ? 

Mr.  Williams.  It  is  a combination  of  two  factors,  actually:  A 
part  of  these  people  are  financed  to  make  full  field  investigations  for 
which  we  get  reimbursed  by  other  agencies.  This  workload  has 
dropped  off  somewhat.  This  has  been  the  major  reason  why  our 
employment  has  decreased. 

Mr.  Jensen.  You  mean  other  organizations  are  doing  some  of  the 
work  which  you  performed  previously  ? 

Mr.  Lawton.  No;  they  pay  us  to  make  investigations  for  them 
under  the  Government  security  program.  For  example,  we  investi- 
gate the  contract  employees  for  the  Atomic  Energy  Commission,  and 
applicants  for  other  agencies,  and  they  pay  us  for  it. 

If  they  have  less  need  for  investigations,  we  have  less  need  for 
personnel  and  their  needs  have  been  dropping  off  some. 

Mr.  Jensen.  All  right. 
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NUMBER  OF  CIVIL  SER\T:CE  EMPLOYEES  GOVERNMENTWIDE 

How  many  people  are  now  civil  service  employees  in  the  entire 
Government  of  the  United  States  ? 

Mr.  Lawton.  There  are  about  2,366,000  civilian  employees  of  whom 
about  2 million  are  under  the  competitive  civil  service.  There  are 

2.047.000  under  the  competitive  civil  service. 

Mr.  Jensen.  That  includes  the  people  who  are  civil  service  em- 
ployees both  here  and  abroad  ? 

Mr.  Lawton.  Here  and  abroad;  yes.  That  is  the  grand  total — 

2.366.000  as  of  December  31,  1958,  excluding  temporary  Christmas 
help  of  the  Post  Office  Department. 

Mr.  Jensen.  How  does  that  compare  with,  say,  1951? 

Mr.  Rooney.  What  about  1953? 

Mr.  Jensen.  Can  you  give  us  the  figures? 

Mr.  Lawton.  We  do  not  have  the  figures  for  1951  here,  but  the 
figure  1 have  on  this  table  for  1954  is  2,407,000. 

Mr.  Jensen.  It  was  what? 

Mr.  Lawton.  2,407,000. 

Mr.  Jensen.  So,  there  has  been  a slight  reduction  in  Federal  per- 
sonnel ? 

Mr.  Lawton.  This  is  the  lowest  figure,  as  of  June  30,  in  those  years 
since  1954.  It  has  been  higher  in  each  year  than  it  is  at  the  present 
time. 

Mr.  Jensen.  Are  you  asking  for  more  employees  in  the  1960  budget  ? 

Mr.  Lawton.  No.  In  the  1960  budget  we  are  asking  the  same 
amount  for  personal  services. 

Mr.  Jensen.  You  are  requesting  the  same  amount  for  personal 
services  ? 

Mr.  La^vton.  Yes,  sir. 

Mr.  Jensen.  And  that  is,  of  course,  taking  into  consideration  your 
10-percent  pay  increase  ? 

Mr.  Lawton.  The  cost  is  higher,  because  of  the  pay  raise. 

Mr.  Rooney.  Will  the  gentleman  yield? 

Mr.  Jensen.  Yes,  sir. 

Mr.  Rooney.  Would  you  ask  for  the  figures  with  regard  to  1951, 
1952,  and  1953  ? ^ ^ 

Mr.  Jensen.  Yes,  sir;  I think  we  should  have  them. 

Mr.  Lawton.  We  will  get  those  for  the  record. 

Mr.  Jensen.  Put  the  figures  in  for  each  of  the  years  from  1951  up 
to  date. 

Mr.  Lawton.  Yes,  sir. 

]Mr.  Jensen.  I think  that  would  be  well. 

(The  information  requested  may  be  found  on  p.  494.) 

Mr.  J ONAS.  Will  the  gentleman  yield  ? 

Mr.  Jensen.  Yes,  sir. 

Mr.  J ONAS.  Will  you  ask  him  what  is  the  percentage  of  civil  service 
employees  ? 

Mr.  Lawton.  It  is,  roughly,  around  90  percent. 

OVERSEAS  differential  AND  TRANSPORTATION  ALLOWANCES 

Mr.  Jensen.  Now,  a civil  service  employee  abroad  gets  extra  out- 
of-State  pay ; is  that  right  ? 
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Mr.  Lawton.  He  does  in  certain  areas.  For  example,  men  in  Puerto 
Rico  get  17.5  percent,  and  in  Hawaii  it  is  20  percent;  in  Alaska  it  is  25 
percent,  in  the  Canal  Zone  it  is  25  percent,  and  in  the  Virgin  Islands 
it  is  25  percent. 

Mr.  Jensen.  All  right. 

Take  a civil  service  employee  that  now  lives  in  Europe,  does  he  get 
additional  pay,  or  does  he  get  additional  funds  because  of  the  fact  that 
some  of  his  expenses — family  expenses,  and  so  on,  for  moving  over 
there — are  paid  by  Uncle  Sam  ? 

Mr.  Lawton.  He  gets  transportation  usually.  If  he  goes  from  the 
United  States,  he  gets  his  transportation  over,  sir. 

Mr.  Jensen.  For  himself  and  family  ? 

Mr.  Lawton.  And  back. 

Mr.  Jensen.  As  well  as  his  furniture  ? 

Mr.  Lawton.  Yes.  He  gets  a household  goods  allowance  just  the 
same  as  he  does  in  the  United  States  on  transfer  of  station. 

Mr.  Rooney.  He  gets  an  allowance  for  packing  and  crating  also; 
does  he  not  ? 

Mr.  Lawton.  Yes,  sir. 

Mr.  Rooney.  Sometimes  that  runs  into  a couple  of  thousand  dollars ; 
does  it  not  ? 

Mr.  Lawton.  I do  not  think  it  would  run  that  high  for  the  average 
•civilian. 

Mr.  Rooney.  And  he  gets  excess  weight  on  his  airplane  trip,  gen- 
eral ly  speaking ; does  he  not  ? 

Mr.  Lawton.  I do  not  know. 

Mr.  Rooney.  Hoes  he  not  also  receive  a certain  amount  for  non- 
accompanying baggage  which  goes  in  a later  flight,  or  by  some  other 
means? 

Mr.  Lawton.  We  do  not  have  those  rules  under  our  jurisdiction. 
None  of  our  employees  are  located  abroad  and,  so,  I am  not  familiar 
with  that. 

Mr.  Rooney.  And,  depending  upon  where  he  is  located,  he  may 
get  as  much  as  a 25  percent  differential  for  what  is  designated  a hard- 
ship post? 

Mr.  Lawton.  Yes,  sir. 

Mr.  Rooney.  And  he  also  gets  an  entertainment  allowance? 

Mr.  Jensen.  Of  course,  all  of  them  do  not  get  that.  You  are 
talking  about  the  diplomatic  corps,  I presume? 

Mr.  Rooney.  That  is  right,  but  there  are  very  few  areas  in  which 
they  do  not.  The  Department  of  Agriculture  people  do,  the  De- 
partment of  Commerce  people  do,  and  most  of  them  do. 

CIVIL  SERVICE  EMPLOYEES  OVERSEAS 

Mr.  Jensen.  How  many  Federal  employees  of  the  United  States 
are  now  employed  abroad?  Will  you  please  furnish  that  informa- 
tion for  the  record  ? 

Mr.  Lawton.  You  mean  outside  the  continental  United  States? 

Mr.  Jensen.  That  is  right. 

Mr.  Lawton.  All  of  the  foreign  countries  ? 

Mr.  Jensen.  Outside  the  continental  United  States  excluding  the 
Territories. 

Mr.  Lawton.  Excluding  the  Territories  ? 
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Mr.  Jensen.  Yes,  and  while  you  are  at  it,  you  might  just  as^  well 
put  in  the  record  the  number  of  people  employed  in  our  Territories. 

Mr.  Lawton.  Well,  I can  give  you 

Mr.  Jensen.  Give  us  a pretty  complete  picture  of  it. 

Mr.  Lawton.  I can  give  you  a figure  for  December  31, 1958 : There 
was  a total,  worldwide,  as  I said,  of  2,366,000;  2,170,000  are  in  the 
continental  United  States,  and  fe,000  are  in  the  Territories  and 
possessions,  and  128,000  in  foreign  countries. 

Mr.  Jensen.  How  does  that  compare  with  5 years  ago? 

Mr.  Lawton.  I would  have  to  get  that  comparison.  I can  get 
that  for  you  and  put  it  in  the  record. 

Mr.  Jensen.  I wish  you  would,  and  if  there  are  any  other  data 
which  you  think  would  be  of  value  as  public  information,  and  as  in- 
formation for  the  Congress,  please  include  it. 

Mr.  Lawton.  Yes,  sir. 

Mr.  Jensen.  I would  like  to  have  a word  picture  of  this  entire 
Federal  employment  matter  here  and  abroad. 

It  is  important  business,  and  it  is  costly. 

Mr.  Lawton.  Yes,  sir. 

( The  information  requested  may  be  found  on  page  494. ) 

Mr.  Jensen.  I note  where  we  are  now  spending  in  the  neighbor- 
hood of  $1  billion  a month  for  Federal  employment. 

Mr.  Lawtx)n.  Yes,  sir. 

Mr.  Jensen.  We  are  spending  a billion  dollars  a month  to  be  gov- 
erned from  Washington.  That  is  centralized  government  in  the  nth 
degree  in  my  book. 

Mr.  Rooney.  Of  course,  this  commission  does  not  put  them  on  the 
payroll. 

Mr.  Jensen.  I realize  that. 

Mr.  Rooney.  Congress  puts  them  on  the  payroll. 

Mr.  Jensen.  But  they  can  give  us  the  information  and  that  is  what 
I want.  Sure,  they  are  not  responsible  for  these  employees,  except 
to  the  degree  that  they  ask  the  Congress  to  appropriate  for  the  em- 
ployees under  their  Commission. 

Mr.  J ON  AS.  Will  the  gentleman  yield  ? 

Mr.  Jensen.  Yes,  sir. 

Mr.  Jonas.  Would  you  have  them  divide  that  out  and  show  what 
the  average  salary  per  employee  is  ? I would  like  to  have  that  in  the 
record. 

Mr.  Lawton.  Yes,  sir. 

Mr.  Thomas.  Mr.  Bow,  do  you  have  any  questions  ? 

Mr.  Bow.  Mr.  Chairman,  1 think  that  when  they  make  up  this 
chart  of  the  number  of  employees  each  year,  it  would  be  interesting 
to  show  also  on  that  chart  the  pay  raises  passed  by  the  Congress  to- 
gether with  the  public  law  which  created  them,  and  the  date  that  they 
became  effective. 

Mr.  Lawton.  Yes,  sir. 

Mr.  Thomas.  That  is  good. 

(The  following  information  was  supplied  subsequently:) 

Federal  worldwide  civilian  employment  is  now  191,530  below  the  total  in 
.Tune  1953.  Of  this  decrease,  132,500  occurred  in  the  continental  United  States, 
10,247  in  Territories  and  possessions,  and  48,783  in  foreign  countries. . This  latter 
change  reflects  a sizeable  decrease  in  the  employment  of  foreign  nationals. 
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Americans  serving  in  foreign  countries  have  increased  6,217  since  June  1954. 
The  actual  numbers  of  employees  are  shown  on  the  following  table : 

Federal  civilian  employment  June  1951,  June  1958,  and  January  1959 


Month  and  year 

All  areas 

Continental 

United 

States 

Territories 
and  pos- 
sessions, 
total 

Foreign 

Total 

countries 

U.S. 

citizens 

June  1951 

2, 482,  666 

2, 309, 073 

84, 460 

89, 133 

(b  ' 

June  1952 

2, 600, 612 

2, 415,  628 

83, 390 

101, 594 

(b 

June  1953 

2,  558,  416 

2, 303, 026 

78, 028 

2 177, 362 

(b 

June  1954 .. 

2, 407,  676 

2, 163,  518 

73, 193 

170, 965 

29, 305 

June  1955 

2,  397,  309 

2, 183, 095 

73, 804 

140,  410 

32, 423 

June  1956 

2, 398,  736 

2, 193, 189 

72,  622 

132, 925 

33, 630 

June  195"’ 

2, 417,  565 

2, 212,  707 

71, 058 

133, 800 

34, 269 

June  1958 

2,  382,  491 

2, 184,  019 

69,  646 

128,  826 

33, 177 

Decern'  er  1958  3 

2, 366, 886 

2, 170,  526 

67,  781 

128,  579 

33, 522 

> Not  available. 

2 Includes  foreign  nationals  working  for  Department  of  Defense  in  Korea  and  Okinawa  not  previously- 
reported. 

3 Excludes  temporary  Christmas  help  of  the  Post  Office  Department. 


The  median  salary  rates  for  full-time  employees  are  also  shown  for  the  same 
dates  where  available.  This  is  the  rate  earned  by  the  middle  employee  in  the 
salary  distribution.  You  will  note  that  the  numbers  of  Americans  in  foreign 
countries  and  their  salary  rates  are  shown  separately.  Because  of  the  large  num- 
bers of  foreign  nationals  employed  at  native  rates  of  pay,  the  average  for  all 
employees  is  quite  low.  For  Americans  overseas  the  average  is  higher  than 
in  this  country  because  less  important  positions  are  filled  locally  at  less  cost 
to  the  Government. 


Median  salaries  of  full-time  Federal  employees,  1951-1958 


Month  and  year 

All  areas, 
all  em- 
ployees 

Continental  United 
States 

Territories 
and  posses- 
sions, all 
employees 

Foreign  countries 

All  em- 
ployees 

General 

schedule 

All  em- 
ployees 

Citizens 

June  1951--.  _ - . .... 
June  1952.  _ _ _ 

June  1953 . . ... 

June  1954-  . - . . _ _ . 

June  1955  .......  _ _ 

June  1956---  - . 

June  1957 ... 

June  1958...  

(b 

$3,  535 
3,680 
3, 850 
4, 035 
4,202 
4, 368 
4,  790 

$3, 182 
3, 570 
3, 744 
3, 910 
4, 102 
4,  285 
4,410 
5, 193 

$3, 130 
3,  535 
3, 535 
3,  655 
3,925 

3,  940 
4, 075 

4,  640 

(b 

$3,  255 
3, 350 
3,  411 
3,  685 
3, 840 
3, 911 
4,325 

(b 

$1, 357 
1,409 
1,352 
2 1, 100 
1,280 
1,300 
1,326 

(b 

(b 

$4, 472 

4.  705 
5, 025 
5, 105 

5,  440 
6,115 

1 Not  available. 

2 No  direct  comparison  should  be  made  between  1954  and  1955  for  all  employees  in  foreign  countries  be- 
cause of  a change  in  reporting  of  foreign  nationals  by  the  Department  of  Defense. 


General  pay  increases,  1951-1958 


Classification  Act  of  1949 

Postal  Field  Service  Compensation  Act 

Effective,  month 
and  year 

Law 

Average 

percent 

increase 

Law 

Average 

percent 

increase 

.Tune  1951 

Public  Law  201,  82d  Cong 

10.0 

Public  Law  204,  82d  Cong 

14. 1 

March  1955 

Public  T.aw  94,  84th  Conv 

7.5 

Public  Law  68,  84th  Cong 

8.4 

January  1958 

Public  Law  462,  85th  Cong 

10.1 

Public  Law  426,  462,  85th 
Cong. 

10.  27 
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Mr.  Thomas.  Is  there  anything  else,  Mr.  Bow  ? 

Thank  you.  It  is  nice  always  to  see  our  friends  from  the  Civil 
Service  Commission. 

Madam  Chairman,  you  make  a fine  chairman. 

Mrs.  Gunderson.  Well,  thank  you,  sir. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 


Monday,  March  2,  1959. 

DEPARTMENT  OF  HEALTH,  EDUCATION  AND 

WELFARE 

WITNESSES 

HON.  ARTHUR  S.  FLEMMING,  SECRETARY  OF  HEALTH,  EDUCATION, 

AND  WELFARE 

MISS  BERTHA  S.  ADKINS,  UNDER  SECRETARY 
JAMES  F.  KELLY,  DEPARTMENT  BUDGET  OFFICER 

Mr.  Thomas.  Gentlemen,  will  the  committee  please  come  to  order  ? 

We  have  with  us  this  morning  representatives  from  the  Department 
of  Health,  Education  and  Welfare,  who  are  many  of  our  old  friends. 

We  are  delighted  to  have  with  us  Dr.  Flemming,  the  Secretary  of 
the  Department.  He  is  a distinguished  gentleman  in  his  own  right, 
and  is  well  and  favorably  known  around  here,  and  has  been  so  known 
for  years  and  years  and  years. 

Mr.  Bow.  You  might  point  out  also,  Mr.  Chairman,  that  he  is  a 
distinguished  Ohioan. 

Mr.  Thomas.  That  certainly  is  going  to  add  to  it. 

Do  we  have  Miss  Adkins  with  us  ? 

Mr.  Flemming.  She  will  be  here  this  afternoon. 

Mr.  Thomas.  We  are  delighted  to  have  with  us  also  Mr.  Kelly, 
who  is  the  Department  budget  officer,  and  an  oldtimer  who  is  well 
and  favorably  known  around  here. 

Dr.  Flemming,  do  you  have  a statement  for  us,  please? 

General  Statement 

Mr.  Flemming.  Just  a brief  opening  statement,  Mr.  Chairman. 

Mr.  Chairman  and  gentlemen  of  the  committee,  I appreciate  this 
opportunity  to  appear  before  you  today  to  explain  the  need  for  the 
supplemental  budget  estimate  which  the  President  has  submitted  for 
our  Department  for  fiscal  year  1959.  The  12  supplemental  estimates 
included  in  this  request  seek  appropriations  totaling  $251.2  million 
in  addition  to  the  $2,970  billion  which  has  already  been  appropriated 
for  fiscal  year  1959.  The  request  further  seeks  authority  to  obtain 
$35.8  million  from  the  old-age  and  survivors  insurance  trust  fund. 

With  two  exceptions  the  funds  requested  in  this  supplemental  ap- 
propriation relate  to  legislation  enacted  during  the  closing  days  of 
the  last  session  of  the  Congress.  One  of  the  exceptions  relates  to  a 
request  for  an  appropriation  of  $1.5  million  to  remain  available 
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throiio-li  June  30,  1960,  to  provide  funds  under  the  Children’s  Bureau 
I)ro,iri-ams  for  congenital  heart  surgery.  New  techniques  of  treatment 
wliicli  have  been  developed  in  recent  years  offer  hope  of  relieving  80 
p(‘rcent  of  the  50,000  children  born  each  year  with  crippling  rnal- 
formations  of  the  heart.  We  have  received  urgent  pleas,  from  the 
State  aiul  regional  heart  centers  which  are  supported  in  this  work, 
for  additional  funds.  Funds  have  been  exhausted  for  this  purpose 
jind  til  ere  remains  a sizable  number  of  children  whose  lives  can  be 
saved  by  tliese  modern  lifesaving,  surgical  techniques  provided  the 
surgery  is  performed  in  time.  I strongly  urge  that  action  be  taken  to 
make  these  funds  available. 

The  other  item  not  related  to  new  legislation  is  a request  for  $1.9 
million  for  the  construction  of  the  general  medical  and  surgical  hos- 
pital and  staff  quarters  at  Sells,  Ariz.,  to  serve  the  beneficiaries  of 
the  Indian  health  program.  The  Congress  has  heretofore  author- 
ized the  construction  of  this  hospital,  but  because  of  the  difficulty  of 
locating  an  adequate  water  supply  in  Sells,  construction  has  been 
deferred.  Because  of  a general  underestimate  of  construction  cost 
for  the  whole  Indian  health  hospital  construction  program,  funds 
were  reprogramed,  with  the  approval  of  Congress,  to  those  projects 
in  a position  to  proceed.  An  adequate  water  supply  has  now  been 
located.  Plans  and  specifications  are  nearing  completion  and  we  are 
in  a position  to  proceed  with  the  construction  of  this  urgently  needed 
hospital  as  soon  as  funds  are  made  available. 

The  other  funds  relate  to  legislation  enacted  in  the  closing  days  of 
the  last  session  of  Congress  including  the  1958  amendments  to  the 
Social  Security  Act,  the  Defense  Education  Act  of  1958,  the  food 
additives  amendment  to  the  Food,  Drug,  and  Cosmetic  Act,  and  legis- 
lation authorizing  grants  to  schools  of  public  health,  and  the  White 
House  Conference  on  Aging. 

As  a result  of  the  1958  amendments  to  the  Social  Security  Act, 
funds  for  grants  to  States  for  public  assistance  in  the  amount  of 
$168,400,000  are  required.  Also  authority  is  requested  to  obtain  from 
the  old-age,  survivors,  and  disability  insurance  trust  fund  the  amount 
of  $24,316,000  to  cover  the  increased  workloads  of  the  Bureau  of 
Old-Age  and  Survivors  Insurance  resulting  from  this  legislation 
together  with  the  funds  for  the  construction  of  an  addition  to  the 
facility  now  under  construction  for  this  purpose  outside  of  Balti- 
more. An  additional  $11,295,000  is  required  to  meet  increased  civilian 
pay  costs  authorized  last  summer. 

Related  to  the  increased  workload  of  the  Bureau  of  Old-Age  and 
Survivors  Insurance,  authority  is  sought  to  obtain  $214,000  of  the  old- 
age,  survivors,  and  disability  insurance  trust  fund  to  service  this 
Bureau  from  the  Office  of  the  General  Counsel  and  the  Office  of  Field 
Administration  which  performs  administrative  supporting  services  to 
the  Bureau  of  Old-Age  and  Survivors  Insurance  through  our  nine 
regional  offices.  $100,000  of  this  amount  is  needed  for  increased  pay 
costs. 

In  addition,  increased  appropriations  are  requested  for  the  Office  of 
the  General  Counsel  to  enable  this  organization  to  provide  additional 
legal  services  related  to  activities  performed  under  the  food  additives 
amendment. 

As  a result  of  the  passage  of  the  National  Defense  Education  Act, 
funds  in  the  amount  of  $76,367,000  are  requested.  Congress  hereto- 
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fore  made  available  $40,750,000  in  order  to  launch  the  program  with 
the  understanding  that  they  would  entertain  a supplemental  when 
the  Congress  reconvened.  This  legislative  enactment  which  recognizes 
the  Federal  interest  in  strengthening  our  educational  system  and  en- 
hancing educational  opportunities  for  talented  students  in  order  to 
insure  the  availability  of  trained  manpower  to  meet  the  defense  needs 
of  the  Nation  has  gotten  underway  in  a very  significant  manner. 
However,  the  several  important  programs  incorporated  in  this  legis- 
lation cannot  be  successfully  and  fully  carried  out  as  envisioned  by 
the  legislation  without  the  additional  funds  herein  requested. 

$75,300,000  of  the  funds  requested  would  be  used  to  augment  the 
authorized  programs.  $550,000  would  be  needed  for  the  additional 
staff  to  administer  the  enlarged  programs,  and  $517,000  will  be  needed 
for  increased  pay  costs. 

As  a result  of  the  food  additives  amendment  to  the  Food,  Drug, 
and  Cosmetic  Act,  funds  in  the  amount  of  $1,150,000  are  requested 
for  the  Food  and  Drug  Administration.  Of  this,  $378,000  relates  to 
this  enactment  and  the  accompanying  requests  are  funds  in  the  amount 
of  $772,000  for  the  recently  enacted  Federal  pay  legislation. 

To  carry  out  the  legislation  authorizing  grants  to  schools  of  public 
health,  $500,000  is  requested.  $300,000  for  higher  civilian  pay  costs 
related  to  this  appropriation,  “Assistance  to  States  general,”  are  also 
requested. 

Funds  in  the  amount  of  $846,000  are  requested  in  order  to  under- 
take the  program  authorized  by  the  Congress  to  conduct  a White 
House  Conference  on  Aging.  Congress  did  make  available  $100,000 
to  initiate  work  for  preparation  of  this  Conference.  This  request  is 
to  extend  that  work  and  to  make  available  the  authorized  grants  to 
States  in  order  that  the  States  and  communities  might  do  the  prelim- 
inary work  and  hold  State  and  local  conferences  in  advance  of  the 
White  House  Conference. 

I should  like  to  call  the  committee’s  attention  to  the  fact  that  certain 
of  the  appropriations  herein  requested  are  currently  apportioned  on 
a deficiency  basis  in  accordance  with  the  antideficiency  statute  in 
recognition  of  the  mandatory  nature  of  the  workload  imposed  by  the 
legislation.  Deficiency  apportionments  have  been  authorized  for 
grants  to  States  for  public  assistance,  the  Bureau  of  Old-Age  and 
Survivors  Insurance  and  the  related  Eictivities  of  the  Office  of  the 
General  Counsel  and  the  Office  of  Field  Administration,  and  the  Food 
and  Drug  Administration  for  food  additives  activity  as  well  as  related 
services  performed  by  the  Office  of  the  General  Counsel. 

Mr.  Chairman  and  members  of  the  committee,  I am  accompanied 
by  the  operating  officials  responsible  for  carrying  out  each  of  these 
programs  and,  if  it  is  the  committee’s  desire,  these  operating  officials 
can  explain  to  you  in  somewhat  more  detail  the  need  for  each  of  the 
appropriations  requested. 

I will  be  happy  to  answer  any  questions  which  the  committee  may 
wish  to  ask. 

Mr.  Thomas.  This  country  has  been  sound  asleep  for  25  years  on 
this  question  of  aging,  geriatrics,  and  so  forth.  We  are  all  living  to 
be  20  years  older  than  we  were  50  years  ago  except  the  women,  and 
they  are  living  to  be  22  years  older. 

Mr.  Flemming.  I certainly  agree  with  you  on  that. 
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Mr.  Thomas.  You  have  given  us  an  excellent  statement,  short  and  to 
the  point. 


Monday,  March  2, 1959. 

Salaries  and  Expenses,  Food  and  Drug  Administration 

WITNESSES 

JOHN  L.  HARVEY,  DEPUTY  COMMISSIONER 

JAMES  B.  CARDWELL,  ASSISTANT  EXECUTIVE  OFFICER 

JAMES  F.  KELLY,  DEPARTMENT  BUDGET  OFFICER 


Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

Program  by  activities: 

1.  Field  inspections,  investigations,  and  laboratory  analy- 
ses  ..  

$7, 167, 600 
1,  709, 200 
521, 100 
573,  400 
600,  700 
-5,  813 
-772, 000 

$7. 265,  900 
1, 945, 800 
548,  600 
573, 400 
616,  300 
-5,813 

-f  $98, 300 
-1-236, 600 
-f 27,  500 

2.  Research  and  methodology ..  

3.  Compliance,  consultation,  and  education 

4.  Medical  evaluation .... 

5.  Executive  direction 

6.  1959  program  obligated  in  1958 i 

-f  15, 600 

Supplemental  required  for  pay  increases 

Total  obligations 

-f-772, 000 

9.  794, 187 
5,813 

10, 944, 187 
5, 813 

1, 150, 000 

Financing:  1959 "appropriation  available  in  1958...  .. 

New  obligational  authority  

9, 800, 000 

10,  950, 000 

1, 150,000 

Object  classification 


Total  number  of  permanent  positions 

Full  time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel 

03  Transportation  of  things.. 

04  Communication  services.. 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

08  Supplies  and  materials 

Samples 

01  Equipment 

11  Grants,  subsidies,  and  contributions:  Contribution  to 

Civil  Service  Retirement  Fund 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments 

Program  obligated  in  1958 

Supplemental  required  for  pay  increases 

Total  obligations 


1959  presently 

1959  revised 

1959  increase 

available 

estimate 

1, 251 

1, 312 

-f61 

6 

6 

1, 191 

1,  225 

+34 

1,  228 

1,288 

+60 

$7,  782,  600 

$8, 002, 300 

+219, 700 

38, 000 

38, 000 

50,  000 

50, 000 

7, 870,  600 

8, 090, 300 

+219, 700 

436,  500 

449,  500 

+13, 000 

84,  800 

85, 800 

+1, 000 

113,  700 

115,  700 

+2,000 

1,800 

1,800 

59,  700 

60, 600 

+900 

181, 900 

184,  500 

+2.  600 

54, 000 

87, 000 

33.  000 

309, 100 

322, 100 

+13, 000 

114,  400 

118,  400 

+4, 000 

838,  500 

913, 300 

+74,  800 

501, 800 

515, 800 

+14, 000 

3,  000 

3, 000 

2,  200 

2, 200 

-5,  813 

-5, 813 

-772, 000 

+772, 000 

9,  794, 187 

10, 944, 187 

+1, 150, 000 

Mr.  Thomas.  We  will  start  now  with  the  Food  and  Drug 
Administration. 

We  have  with  us  Mr.  John  L.  Harvey,  Deputy  Commissioner  of  the 
F ood  and  Drug  Administration. 
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We  are  delighted  to  have  you  here.  Do  you  have  a short  statement 
you  want  to  give  us  ? 

GENERAL  STATEMENT 

Mr.  Harvey.  Yes;  I have  a statement  which  I would  like  to  file 
for  the  record.  I also  have  a brief  summary  which  I would  like  to 
read,  If  I may. 

(The  statement  referred  to  follows:) 

Mr.  Chairman  and  members  of  the  committee;  the  supplemental  appropria- 
tion estimate  which  we  are  considering  today  consists  of  two  requests.  The  first 
calls  for  $772,000  to  cover  additional  costs  related  to  the  Federal  Employees 
Salary  Increase  Act  of  1958.  The  second  requests  $378,000  to  finance  initial  im- 
plementation of  the  food  additives  amendment  ot  the  Federal  Food,  Drug,  and 
Cosmetic  Act.  Both  items  relate  to  legislation  enacted  during  the  closing  days 
of  the  85th  Congress,  following  completion  of  regular  appropriation  action  for 
the  current  year. 

effects  of  the  food  additives  amendment 

At  this  time,  Mr.  Chairman,  it  might  be  in  order  to  say  a few  words  about 
the  work  of  the  Food  and  Drug  Administration,  particularly  as  it  relates  to 
the  new  food  additives  law.  As  you  know,  the  Food  and  Drug  Administration 
is  responsible  for  the  protection  of  consumers  against  harmful,  insanitary  or 
misbranded  foods,  drugs,  cosmetics,  and  therapeutic  devices. 

The  food  additives  amendment  is  a direct  outgrowth  of  this  responsibility. 
It  deals  specifically  with  protection  against  the  improper  use  in  foods  of  harm- 
ful additives.  Recognizing  that  many  additives  which  may  be  unsafe  under 
some  conditions  may,  under  proper  conditions,  be  used  with  safety  and  to  the 
ultimate  benefit  of  the  consumer  and  industry,  the  law  attempts  to  assure  all 
Americans  that  the  additives  they  consume  are  safe. 

To  achieve  this  objective,  the  law  requires  that  additives  must  be  tested  for 
safety  before  they  are  put  on  the  market,  and  that  specific  tolerances  and  con- 
ditions of  use  then  be  adhered  to  by  producers  and  users. 

The  law  places  basic  responsibility  for  initial  testing  in  the  hands  of  industry. 
Once  a manufacturer  has  tested  an  additive  through  pharmacological  and  other 
toxicity  testing  procedures  and  has  found  the  additive  to  be,  in  his  judgment, 
safe  for  human  or  animal  consumption  under  the  proposed  conditions  of  usage, 
he  may  petition  the  Secretary  of  Health,  Education,  and  Welfare  for  an  order 
permitting  its  use ; in  effect  a tolerance. 

The  petition  must  include  all  facts  regarding  the  additive — the  results  of  the 
tests,  how  the  additive  is  to  be  used,  in  what  foods  and  in  what  amounts.  It 
is  then  the  duty  of  the  Food  and  Drug  Administration  to  review  and  evaluate 
these  findings  and  to  arrive  at  a final  determination  as  to  the  safety  of  the 
additive.  Thus,  the  new  law  places  a heavy  and  important  responsibility 
squarely  upon  the  shoulders  of  the  Food  and  Drug  Administration. 

In  addition  to  the  review  and  evaluation  of  petitions  from  industry,  there  are 
two  other  important  aspects  of  the  new  law  which  directly  affect  the  FDA. 
The  first  of  these  is  the  requirement  that  we  issue  formal  regulations  estab- 
lishing tolerances  for  the  safe  use  of  additives.  The  second,  and  extremely  im- 
portant, is  the  requirement  that  FDA  be  responsible  for  the  enforcement  of  these 
regulations.  This  will  involve  followup  through  periodic  factory  inspections  in 
order  to  determine  that  approved  additives  are  being  used  according  to  the 
conditions  prescribed  by  their  tolerances.  In  this  same  connection,  we  must  also 
be  certain  that  additives  which  have  not  been  cleared  are  not  being  used  in 
foods. 

These  three  basic  requirements  of  the  amendment  represent  new  responsi- 
bilities for  FDA — responsibilities  which  require  immediate  action.  I should  now 
like  to  review  our  plans  for  implementing  the  new  law  during  the  current  year. 

review  and  evaluation  of  petitions 

Of  the  total  of  $378,000  and  61  new  jobs  requested  for  1959,  34  positions  and 
$236,600  relate  to  scientific  and  scientific  supporting  positions^ — chemists,  phar- 
macolo.gists,  bacteriologists,  and  laboratory  technicians.  These  positions  are  re- 
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qiiosted  to  work  primarily  on  the  review  and  evaluation  of  petitions  submitted 
by  industry. 

We  know  from  experience  with  the  new  drug  and  pesticide  tolerance  pror 
visions  of  the  basic  food  and  drug  law,  that  the  task  of  evaluating- evidence 
submitted  by  industry  is  not  merely  a question  of  routine  administrative  pro- 
cedure. To  the  contrary,  it  is  a process  which  requires  competent  scientific 
evaluation  of  data  dealing  with  the  complex  problem  of  toxicity.  This  becomes 
evident  when  we  consider  some  of  the  basic  questions  which  must  be  resolved 
prior  to  the  approval  of  a petition.  For  example  : 

Were  the  industry  tests  conducted  according  to  accepted  scientific  methods 
and  techniques?  Does  the  pharmacological  and  toxicity  data  provide  ade- 
quate evidence  of  safety? 

Does  the  proposed  tolerance  represent  the  minimum  required  to  achieve 
the  intended  effect? 

What  are  the  immediate  and  acute  effects  of  the  additive  when  con- 
sumed? What  are  the  more  subtle  cumulative  effects  when  the  additive 
is  consumed  in  small  quantities  for  years  in  a lifetime? 

What  proportion  of  the  total  diet  is  made  up  of  foods  which  will  contain 
the  additive?  Is  the  effect  of  the  additive  altered  when  consumed  in  com- 
bination with  other  additives  and  foods? 

Is  there  an  adequate  and  practicable  procedure  for  detecting  the  additive 
once  it  has  gone  into  a food? 

Is  it  a carcinogen?  If  so,  none — not  even  a safe  amount — may  be  used. 

The  answers  to  many  of  these  questions  can  be  obtained  only  by  means  of 
laboratory  tests.  Therefore,  the  supplemental  request  includes  funds  to  equip 
the  new  scientific  positions  with  basic  laboratory  equipment  for  work  at  the 
bench,  as  well  as  funds  for  special  items  of  modern  laboratory  apparatus  which 
we  do  not  have  in  sufficient  supply.  Of  the  total  request,  $58,500  is  designated 
for  scientific  equipment. 

REGUIATION  MAKING  UNDER  THE  NEW  LAW 

In  accordance  with  the  regulatory  provisions  of  the  amendment,  we  have 
already  drafted  procedural  and  interpretive  regulations  establishing  the  require- 
ments of  industry  in  complying  with  the  amendment  and  the  procedure  to  be 
followed  by  FDA  in  processing  petitions.  These  regulations  have  been  pub- 
lished in  the  Federal  Register  as  proposals  inviting  review  and  comment  by 
interested  parties.  Final  regulations  are  expected  to  be  issued  early  in  March 
1959. 

The  establishment  of  tolerances  is  a regulation-making  process.  Tolerances 
can  be  established  only  by  means  of  a formal  regulation  to  be  published  as  a 
matter  of  public  record. 

The  1959  supplemental  request  provides  for  12  technical,  administrative,  and 
clerical  positions  at  a cost  of  $43,100. 

These  new  employees  are  needed  as  a direct  result  of  the  additional  workload 
produced  by  the  amendment.  Their  responsibilities  will  include: 

Coordinating  and  supervising  all  regulatory  procedures  and  activities 
related  to  the  program. 

Assisting  industry  to  interpret  the  specific  requirements  of  the  law. 

Processing  formal  petitions. 

Formulating  and  publishing  regulations,  including  those  establishing 
specific  tolerances. 

We  are  already  experiencing  a mounting  workload  in  the  form  of  inquiries 
from  industry.  Since  enactment  of  the  amendment  last  September,  we  have  re- 
ceived over  500  inquiries  concerning  over  350  different  uses  of  additives.  We 
have  also  received  18  formal  petitions  and  anticipate  that  this  number  will  reach 
40  or  50  by  the  end  of  the  fiscal  year. 

ENFORCEMENT  ACTION 

As  mentioned  earlier,  vigilant  enforcement  action  through  periodic  factory 
inspections  is  an  essential  part  of  the  administration  of  the  amendment.  The 
supplemental  request  includes  16  positions  and  $98,300  for  additional  food  and 
drug  inspectors  to  be  assigned  immediately  to  food  additives  work. 

During  the  early  stages  of  the  law’s  enforcement  it  will  be  necessary  that 
we  add  to  our  basic  knowledge  of  food  additives — who  is  using  them,  in  what 
foods,  and  for  how  long.  This  will  be  done  by  increasing  the  time  being  spent 
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in  the  inspection  of  food  manufacturing  plants.  We  plan  to  give  particular  at- 
tention to  those  additives  which  were  in  use  prior  to  January  1,  1958.  Under 
the  amendment,  such  additives  are  exempt  from  the  tolerance  provision  of  the 
act  for  a period  of  18  months.  This  period  was  allowed  in  order  to  provide 
the  users  of  these  additives  enough  time  in  which  to  test  them  for  safety.  Data 
collected  by  inspectors  will  aid  us  in  appraising  them. 

INCREASED  PAY  COSTS 

As  mentioned,  the  supplemental  includes  $772,000  to  cover  increased  pay 
costs  under  the  Federal  Employees  Salary  Increase  Act  of  1958.  We  should  note 
that,  when  computed  on  the  basis  of  employment  authorized  for  the  current 
year,  these  costs  aggregate  to  about  $823,000.  Of  this  amount,  $51,000  is  being 
absorbed  through  administrative  action  thereby  reducing  the  net  request  to 
$772,000. 

I shall  be  glad  to  try  to  answer  any  questions  which  the  committee  may  wish 
to  ask. 

I would  like  to  say  that  Commissioner  Larrick  is  ill,  otherwise  he 
would  be  here. 

Mr.  Thomas.  We  wish  him  a speedy  recovery. 

Mr.  Harvey.  The  Food  and  Drug  Administration  supplemental 
estimate  covers  two  items:  $772,000  related  to  additional  pay  costs 
authorized  by  the  Federal  Employees  Salary  Increase  Act  of  1958, 
and  $378,000  to  finance  the  food  additives  amendment  to  the  Federal 
F ood.  Drug,  and  Cosmetic  Act. 

I would  like  to  point  out  that  this  amendment  was  passed  during 
the  closing  days  of  the  last  Congress  too  late  to  permit  appropriation 
action  for  the  current  year.  I should  like  to  emphasize  also  that  this 
program  is  currently  being  financed  on  a deficiency  apportionment 
basis.  The  Congress,  I believe,  was  notified  of  this  action  last  October. 

The  Secretary  has  given  you  a brief  explanation  of  what  the  new 
law  requires.  I should  like  if  I may  to  run  down  the  elements  of 
increase  included  in  the  supplemental. 

The  $378,000  for  implementation  of  the  food  additives  amendment 
provides  61  additional  positions  including  scientific  positions  (chem- 
ists, pharmacologists,  bacteriologists) , laboratory  personnel,  and  some 
additional  inspectional  staff  to  be  placed  in  the  food  and  drug  dis- 
trict offices  to  work  on  initial  enforcement  of  the  law. 

We  know  from  past  experience  with  other  provisions  of  our  law 
requiring  the  establishment  of  safety  tolerances  that  the  task  of 
evaluating  scientific  evidence  submitted  by  industry  is  not  merely  a 
question  of  routine  administrative  procedure.  To  the  contrary,  it  is 
a process  which  requires  competent  scientific  evaluation  of  data  deal- 
ing with  the  complex  problem  of  toxicity.  The  scientific  positions 
requested  in  this  supplemental  are  essential  if  we  are  to  meet  our 
obligations  under  this  new  law. 

The  supplemental  provides  a limited  amount  of  money,  $58,500, 
for  special  scientific  equipment  required  to  administer  this  new 
amendment. 

The  supplemental  will  also  provide  some  technical  and  clerical 
positions  to  work  on  the  development  of  regulations  and  general 
coordination  of  food  additives  work.  We  are  already  experiencing 
a mounting  workload  in  the  form  of  both  petitions  and  inquiries  from 
industry.  Since  enactment  of  the  amendment  last  summer,  we  have 
received  over  500  inquiries  concerning  some  350  different  uses  of  addi- 
tives. Almost  all  of  these  require  negotiations  with  industry.  We 
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have  received  15  formal  petitions  and  anticipate  this  number  to  reach 
40  to  50  by  tlie  end  of  the  current  fiscal  year. 

I cannot  emphasip  too  strongly  the  need  for  adequate  and  sound 
administration  of  this  new  law. 

I shall  be  glad  to  answer  any  questions  which  the  committee  may 
wish  to  ask. 

.A  I r . T 1 1 OMAS.  That  was  a very  nice  statement. 

You  are  speaking  here  of  an  appropriation  of  $1,150,000  as  a 
deficiency. 

You  say,  “An  additional  amount  of  $TY2,000  is  needed  to  provide 
for  ])ay  increase  costs  authorized  by  Public  Law  85-462.  Also, 
$378,000  for  61  additional  positions  needed  as  a result  of  the  Food 
Additives  Amendment  of  1958.” 

JUSTIFICATION  OF  THE  ESTIMATE 

We  will  insert  pages  1,  2,  15,  and  16  of  the  justifications  at  this 
point. 

(The  pages  referred  to  follow :) 

Salaries  and  expenses,  Food  and  Drug  Administration 


Request $1, 150,  000 

Appropriation  to  date $9,  800,  000 

Obligations  to  December  31,  1958 $5,273,191 

Employment : 

Average  number  current  appropriation 1, 191 

Number  involved  tMs  estimate 61 

Actual  employment  December  31,  1958 1,  215 


PURPOSE  AND  NEED  FOR  ADDITIONAL  FUNDS 

An  additional  amount  of  $772,000  is  needed  to  provide  for  pay  increase  costs 
authorized  by  Public  Law  85-462.  Also,  $378,000  for  61  additional  positions 
needed  as  a result  of  the  food  additives  amendment  of  1958. 

SALARIES  AND  EXPENSES 

For  an  additional  amount  for  “Salaries  and  expenses,”  $1,150,000. 

This  proposed  supplemental  appropriation  includes  $378,000  for  activities 
made  necessary  by  the  enactment  of  Public  Law  85-929,  approved  September  6, 
1958,  which  amends  the  Federal  Food,  Drug,  and  Cosmetic  Act  to  prohibit  the 
use  in  foods  of  additives  which  have  not  been  adequately  tested  to  establish  their 
safety.  The  remaining  $772,000  is  for  increased  pay  costs  authorized  under 
Public  Law  85-462. 

On  October  7,  1958,  this  appropriation  was  reapportioned,  pursuant  to  section 
3679  of  the  Revised  Statutes,  as  amended  (31  U.S.C.  665),  on  a basis  which 
indicated  a necessity  for  a supplemental  estimate.  This  action  was  reported 
to  the  Congress  by  the  Director  of  the  Bureau  of  the  Budget  on  that  date. 

09  Equipment. — An  increase  of  $74,800  is  proposed  for  equipment  as  follows : 


Laboratory  equipment  ($1,100  per  scientific  position  plus  $665  per  em- 
ployee for  laboratory  aides,  etc. ) , $36,  500 

Desks,  chairs,  and  related  items : Furniture,  etc.,  for  3 food  and  drug 

oflScer  positions  ($500  each) 1,  500 

Desks,  chairs,  typewriters,  filing  equipment,  etc.,  for  all  other  em- 
ployees  14, 800 

Special  scientific  equipment 22,  000 


Total 74,  800 


Special  scientific  equipment  will  be  needed  immediately  to  conduct  the  special 
analyses  required.  Two  specific  items  which  are  not  included  in  the  regular  1959 
budget  are  included  in  this  supplemental  request : One  ultraviolet  spectrophotom- 
eter and  one  infrared  spectrophotometer. 

11  Contributions  to  the  retirement  fund. — An  increase  of  $14,000  is  requested 
to  cover  contributions  to  the  retirement  fund. 
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Increased  pay  and  related  costs,  $772,000 

Two  provisions  of  Public  Law  85-462,  Federal  Employees  Salary  Increase  Act 
of  1958,  affect  pay  costs  for  FDA  personnel. 

Sec.  2.  Authorizing  general  pay  increase  for  all  classified  positions. 

Sec.  12.  Authorizing  additional  exempt  positions  among  certain  scarce  profes- 


sional scientific  skills. 

In  summary,  total  costs  related  to  the  two  provisions  are  as  follows  : 

General  raise,  classified  employees $812,  900 

Cost  of  converting  4 scientific  positions  to  rates  equal  to  or  in  excess 
of  $17,500  (exempt  positions)  as  authorized  by  the  Civil  Service  Com- 
mission under  sec.  1‘2,  Public  Law  85-462 10,  000 


Gross  supplemental  appropriation  request 822,  900 

Less  absorption  through  administrative  action. 50,  900 


Net  supplemental  appropriation  required,  1959 772,  000 


CHEMICAL  MANUFACTURERS 

Mr.  Thomas.  We  will  insert  the  table  on  page  8 of  the  justifica- 
tions, giving  a breakdown  of  the  chemical  manufacturers  by  classes 
of  manufacture. 

( The  table  referred  to  follows : ) 

Chemical  manufacturers. — The  last  census  of  manufacturers  lists  a total  of 
11,075  establishments  developing  and  producing  chemicals  and  allied  products. 
This  major  group  includes  establishments  producing  basic  chemicals,  and  estab- 
lishments manufacturing  products  by  predominantly  chemical  processes. 

Of  the  11,075  chemical  manufacturing  establishments,  the  following  are  con- 
sidered to  be  the  ones  most  likely  to  manufacture  chemicals  and  other  materials 
for  use  in  foods,  containers,  and  other  products  subject  to  the  act. 


Number  of 

Classes  of  manufacture : establishments 

Inorganic  chemicals 518 

Organic  chemicals 772 

Gums  and  wood  products 117 

Vegetable  and  animal  oils 1,  013 

Chemical  products,  not  classified 4,  070 


Total 6, 490 


On  the  basis  of  Census  data  and  information  obtained  from  the  Manufacturing 
Chemists  Association,  we  estimate  that  there  may  be  as  many  as  2,500  chemical 
manufacturing  firms  (not  establishments)  representing  potential  petitioners. 

FOOD  FIRMS  SUBJECT  TO  INSPECTION 

Mr.  Thomas.  Do  you  have  a breakdown  table  of  the  food  proc- 
essors? You  have  6,490  chemical  manufacturers  and  73,000  in  food 
manufacturing.  You  might  break  your  73,000  figure  down  in  a table 
as  you  did  for  your  6,490. 

(The  information  requested  follows :) 
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Food  firms  subject  to  inspection  by  product 


Estimated 
number  of  firms 

Product : United  States 

Beverages 6,  801 

Bakeries  and  pastes 12,  961 

Cereal  processors 1, 495 

Grain  elevators 8,  907 

Sugar,  sirups,  candy 3,  569 

Butter 1,  942 

Cream  stations 1,  450 

Cheese,  dry  and  evaporated  milk 2,  589 

Ice  cream 2,  602 

Eggs,  dried  and  frozen 290 

Eggs,  shell 2,  503 

Pish,  shellfish  and  allied  products 2,  692 

Flavors,  spices,  condiments 1,  827 

Fruit  and  fruit  products 2,  227 

Animal  feeds 4, 078 

Dressed  poultry,  etc 1,  688 

Nuts  and  products 1,  054 

Oils,  fats,  shortenings 660 

Vegetables  and  allied  products 3, 351 

Miscellaneous 687 

Food  storage  and  warehousing 8,  255 

Special  dietary  foods 782 

Other  foods 752 


All  foods 73,162 


Mr.  Thomas.  When  was  the  act  passed  ? 

Mr.  Harvey.  September  6, 1958. 

Mr.  Thomas.  You  might  give  us  a little  resume  of  the  act  and  why 
you  are  seeking  a supplemental.  Where  did  you  get  the  money  to  start 
the  act  when  you  had  no  direct  appropriation  for  it  ? 

Mr.  Harvey.  The  act  became  effective  in  certain  respects  with  the 
passage  of  the  bill. 

Mr.  Thomas.  In  certain  respects  ? In  all  respects. 

Mr.  Harvey.  There  was  a lead  date  until  March  6. 

Mr.  Thomas.  It  set  up  the  terms  when  it  was  passed.  When  did 
you  get  the  funds  to  start  operating  ? 

Mr.  Kelly.  If  I may  answer,  the  act  was  passed  too  late  for  a sup- 
plemental appropriation,  and  it  was  carried  on  by  the  Food  and  Drug 
Administration  under  the  same  salary  and  expense  account  that  covers 
the  regular  activities. 

Mr.  Thomas.  Did  the  act  specifically  allow  that  ? 

Mr.  Kelly.  The  new  law  represents  an  amendment  to  the  Food, 
Drug,  and  Cosmetic  Act,  which  is  administered  by  the  salaries  and 
expenses  appropriation  account. 

Mr.  Thomas.  So  your  action  in  getting  started  was  with  funds  ap- 
propriated for  another  purpose.  Was  that  legal  in  every  respect? 

Mr.  Kelly.  I certainly  think  it  was,  sir. 

Mr.  Thomas.  There  is  a little  close  question  there,  is  there  not  ? 

Mr.  Kelly.  I hope  not. 

Mr.  Thomas.  You  did  not  stretch  it  just  a little  bit? 

Mr.  Kelly.  I do  not  think  so. 

Mr.  Thomas.  By  virtue  of  the  fact  that  it  was  an  amendment  to 
an  existing  act  you  think  that  that  gave  you  authority  to  take  the 
funds  that  were  appropriated  for  a specific  purpose  and  use  them  for 
this  purpose? 
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Mr.  Kelly.  I do,  sir,  because  the  entire  Food  and  Drug  Adminis- 
tration is  operated  under  one  salaries  and  expenses  appropriation. 

NEW  LEGISLATION 

Mr.  Thomas.  You  are  looking  for  $378,000  to  finance  the  initial 
implementation  of  the  food  additive  amendment  for  the  Federal 
Food,  Drug,  and  Cosmetic  Act?  How  much  have  you  spent  already 
under  the  new  amendment  to  the  Food  and  Drug  Act?  Before  you 
do  that,  tell  us  what  this  new  legislation  does.  I listened  to  an  argu- 
ment in  the  Rules  Committee  and  it  was  quite  controversial.  There 
was  a little  opposition  on  the  floor. 

Mr.  Harvey.  Basically,  it  requires  that  all  food  additives,  sub- 
stances added  to  food  which  may  not  be  safe,  be  pretested  by  the  pro- 
ponent and  that  all  of  the  pretesting  data  be  submitted  to  the  Food 
and  Drug  Administration.  The  Food  and  Drug  Administration 
must  authorize  its  use  under  restricted  conditions,  before  it  can  be 
used  at  all. 

Mr.  Thomas.  In  other  words,  they  have  to  get  that  clearance  from 
Food  and  Drug  before  they  can  use  it  ? 

Mr.  Harvey.  Yes. 

Mr.  Thomas.  What  is  the  penalty  if  they  do  not  ? 

Mr.  Harvey.  The  usual  penalties  under  the  act.  It  would  be  a 
violation  of  the  law  to  distribute  it  in  interstate  commerce. 

Mr.  Thomas.  What  are  the  usual  penalties  ? 

Mr.  Harvey.  Fines  and  imprisonment,  $1,000  fine  or  1 year  in 
qirison ; or  1 year  in  prison  for  the  first  offense  and  additional  penal- 
ties up  to  3 years  in  prison  and  a $10,000  fine. 

OBLIGATIONS 

Mr.  Thomas.  You  are  seeking  $378,000  to  carry  this  out  for  the 
fiscal  year  1959.  How  much  of  the  funds  heretofore  appropriated  to 
the  Food  and  Drug  Administration  have  you  used,  which  my  distin- 
guished friend,  Mr.  Kelly,  says  it  was  perfectly  legal  to  use. 

Mr.  Cardwell.  As  of  January  31  we  had  obligated  $105,671.  , 

NEW  PERSONNEL  REQUESTED 

Mr.  Thomas.  How  many  jobs  do  you  have  set  up  for  that? 

Mr.  Cardwell.  As  of  that  date,  46  jobs. 

Mr.  Thomas.  And  you  want  61  more  given  you,  making  a total 
of  what  ? 

Mr.  Cardwell.  The  45  were  employed  against  a request  for  61. 
We  employed  46  positions  as  of  January  31. 

Mr.  Thomas.  You  are  seeking  to  make  whole  then  the  money  you 
used  in  Food  and  Drug? 

Mr.  Cardwell.  That  is  right. 

, Mr.  Thomas.  lYhere  are  these  people  going  to  operate?  How 
many  of  them  will  be  in  the  field  ? 

Mr.  Cardwell.  Sixteen  will  go  in  the  field  and  the  remainder  in 
Washington. 

Mr.  Thomas.  How  much  do  you  have  in  here  for  equipment  ? 

Mr.  Cardwell.  The  total  equipment  request  is  $74,800. 
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yir.  Ti  lo^iAS.  You  want  for  field  inspection,  investigations,  and 
lal)oratoi-y  analyses,  $98,300;  research  and  methodology,  $236,600. 
W1  lat  does  that  mean  ? 

Mr.  C.  \RDWELL.  They  are  primarily  the  scientific  laboratory 
workers. 

Ml-.  THo:^^As.  Compliance,  consultation,  and  education,  $27,500,  and 
executive  direction,  $15,600,  and  supplemental  required  for  pay  in- 
creases, $772,000,  making  up  your  total  of  $1,150,000. 

You  have  61  jobs  shown  here. 

Mr.  Cardwell.  Yes. 

Mr.  Tiio]\eas.  On  the  next  green  sheet  you  show  $219,700  for  per- 
manent positions.  Will  that  take  care  of  the  61  jobs  ? 

Mr.  Kelly.  Yes. 

Mr.  Thomas.  Give  us  a breakdown  by  classifications,  the  number 
of  scientists  and  what  grades  they  are. 

Mr.  Kelly.  One  medical  officer,  grade  15;  one  chemist,  grade  14; 
one  food  and  drug  officer,  grade  14 ; and  one  pharmacologist,  grade  14. 

Mr.  Thomas.  How  many  grade  13’s  do  you  have  ? 

Mr.  Kelly.  Five  grade  13;  8 grade  12;  8 grade  11;  21  grade  9; 
2 grade  6 ; 6 grade  5 ; 3 grade  4 ; and  4 grade  2. 

Mr.  Thomas.  You  have  detailed  more  than  61  jobs  here  ? 

Mr.  Kelly  No,  sir,  that  is  61. 

Mr.  Thomas.  Out  of  your  61  total  how  many  are  above  the  grade  11  ? 

Mr.  Kelly.  Sixteen,  sir. 

Mr.  Thomas.  And  the  remainder  are  what  ? 

Mr.  Kelly.  Grade  11  or  below,  and  they  include  assistants  to  the 
professional  people  and  the  supporting  staff  in  terms  of  laboratory 
workers,  animal  caretakers,  and  clerical  and  administrative  jobs. 

Mr.  Thomas.  Out  of  the  61,  16  are  going  to  be  in  the  District  and 
the  remainder  in  the  field  offices  ? 

Mr.  Cardwell.  Sixteen  in  the  field  offices  and  the  remainder  in 
W ashington. 

Mr.  Thomas.  What  will  these  people  do  in  Washington  ? 

Mr.  Cardwell.  Of  the  number  in  Washington,  34  will  be  working 
in  the  laboratories  and  would  carry  out  the  requirements  of  reviewing 
and  evaluating  petitions. 

equipment 

Mr.  Thomas.  You  have  $74,800  set  up  for  equipment.  You  have 
$17,000  required  for  supplies  and  materials.  You  have  $13,000  for 
travel  and  $4,000  for  sample  collection.  What  equipment  are  you 
going  to  buy  ? 

Mr.  Cardwell.  50,000-odd  dollars  will  be  for  special  items  of  lab- 
oratory equipment  required  to  conduct  scientific  evaluation  of  the 
petitions. 

Mr.  Thomas.  Where  does  the  equipment  go  ? 

Mr.  Cardwell.  The  equipment  would  be  assigned  to  the  labora- 
tories in  Washington. 

Mr.  Thomas.  Do  you  have  any  laboratories  in  the  field,  or  are  all 
of  those  laboratories  here  ? 

Mr.  Cardwell.  We  have  laboratories  in  the  field,  but  this  budget 
does  not  contemplate  any  equipment  for  them. 
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FIELD  OFFICES 


Mr.  Thomas.  How  many  field  offices  do  you  have  and  where  are 
they  located? 

Mr.  Cardwell.  Seventeen  at  the  moment  located  throughout  the 
country. 

Mr.  Thomas.  Put  into  the  record  at  this  point  where  they  are  lo- 
cated. 

(The  information  requested  follows:) 


Location  of  Food  and  Drug  Administration  District  Offices 


Atlanta,  Ga. 
Baltimore,  Md. 
Boston,  Mass. 
Buffalo,  N.Y. 
Chicago,  111. 
Cincinnati,  Ohio 
Denver,  Colo. 
Detroit,  Mich. 
Kansas  City,  Mo. 


Los  Angeles,  Calif. 
Minneapolis,  Minn. 
New  Orleans,  La. 
New  York,  N.Y. 
Philadelphia,  Pa. 

St.  Louis,  Mo. 

San  Francisco,  Calif. 
Seattle,  Wash. 


Mr.  Thomas.  This  $78,000  goes  to  the  Washington  laboratories? 

Mr.  Cardwell.  Except  for  some  equipment  for  inspectors  who  will 
be  active  in  the  field.  There  is  some  equipment  related  to  their  em- 
ployment. 

Mr.  Thomas.  That  is  very  indefinite.  Tell  us  what  equipment  is  in 
Washington  and  in  the  field.  Will  this  be  a supplement  to  the  equip- 
ment you  already  have  in  both  places,  or  is  this  new  equipment  ? 

Mr.  Cardwell.  All  of  the  equipment  is  new  equipment,  sir.  This 
50,000-odd  dollars  relates  to  special  items  of  laboratory  equipment. 
The  remainder  is  related  directly  to  employment — working  tools  for 
the  employees  themselves;  desks,  chairs,  and  so  forth. 

Mr.  Thomas.  Y ou  have  $220,000  in  round  figures  here  for  employ- 
ment. You  have  $550,000  to  support  your  employment.  How  much 
of  that  $550,000  is  guesswork  ? 

Mr.  Kelly.  May  I correct  that?  The  $270,000  is  out  of  the  $378,- 
000.  The  $220,000  is  out  of  the  $378,000  for  carrying  out  the  food 
additives  amendment,  and  in  addition,  there  is  $772,000  related  to  the 
pay  increases  covering  the  entire  Food  and  Drug  Administration. 

Mr.  Thomas.  I beg  your  pardon.  The  whole  cost  here  is  $378,000 
and  your  personnel  cost  is  $220,000  in  round  figures,  and  the  remainder 
is  $150,000.  How  much  of  that  $150,000  is  guesswork?  You  have 
$75,000  in  round  figures  here  for  equipment. 

Mr.  Kelly.  I think  it  is  a fairly  documented  estimate. 

Mr.  Cardwell.  We  can  furnish  the  committee  with  a list  of  equip- 
ment to  be  purchased.  Some  of  it  has  been  purchased. 


PAY  ACT  COSTS 

Mr.  Thomas.  $772,000  is  vour  pay  act  increase  money  ? 

Mr.  Cardwell.  That  is  right. 

Mr.  Thomas.  What  was  the  total  cost  of  your  pay  act  in  the  Food 
and  Dru"  Administration  for  the  whole  administration  ? 

Mr.  Cardwell.  $837,900. 

Mr.  Thomas.  Where  is  that  set  out? 
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Mr.  Cardwell.  That  is  not  set  out  in  the  material  before  the  com- 
mittee. 

sure  that  the  $837,900  is  your  entire  pay  act? 

Mr.  Cardwell.  That  includes  all  operations.  ‘ 

Mr.  Thomas.  In  round  figures  you  absorbed  about  $65,900.  Where 
did  that  come  from ; from  your  other  objects  ? 

Mr.  Cardwell.  No,  sir.  It  will  come  primarily  from  a delay  in 
rillinfr  authorized  positions.  ’ * * 

^ Mr.  Thomas.  Have  you  absorbed  any  of  that  from  your  other  ob- 
jects—your  travel  money— objects  01  through  013? 

Mr.  Cardwell.  As  yet,  no,  sir. 

Mr.  Thomas.  What  do  you  intend  to  do  ? 

Mr.  Cardwell.  Our  intentions  are  to  absorb  this  by  delaying  the 
filling  of  authorized  employment. 

Mr.  Thomas.  What  are  your  authorized  positions? 

Mr.  Cardwell.  1,312. 

Mr.  Thomas.  What  vacancies  do  you  have  now  ? 

Mr.  Cardwell.  We  have,  as  of  the  moment,  1,246  employees. 

Mr.  Kelly.  The  budget  contemplated  that  the  1,312  positions  would 
produve  average  employment  of  1,225. 

Mr.  Thomas.  And  you  have  as  of  the  moment  1,246.  You  are  un- 
derstaffed here  by  about  60  people. 

unexpended  balance 

\ 

Wliat  about  the  other  objects  money  ? What  is  going  to  be  your  un- 
expended balance?  What  was  the  total  appropriated  for  other 
objects? 

Mr.  Cardwell.  For  the  year? 

Mr.  Thomas.  That  is  right — travel  all  the  way  through. 

Mr.  Cardwell.  About  $2  million. 

Mr.  Thomas.  What  will  be  your  unexpended  balance  on  that  $2 
million  item  ? 

Mr.  Cardwell.  By  the  end  of  this  year  ? 

Mr.  Thomas.  Yes. 

Mr.  Cardwell.  Our  plan  is  to  obligate  all  that  money,  sir. 

Mr.  Thomas.  You  do  not  contemplate  having  any  unexpended  bal- 
ance? 

Mr.  Cardwell.  We  should  hope  not.  We  had  an  unexpended  bal- 
ance on  June  30,  1958,  against  an  appropriation  of  $9,300,000,  of 
$40,000. 

Mr.  Thomas.  Could  you  have  at  least  $40,000  again  this  year? 

Mr.  Cardwell.  It  is  possible,  yes. 

Mr.  Thomas.  It  came  from  your  other  objects? 

Mr.  Cardwell.  Yes. 

Mr.  Kelly.  Within  the  funds  available  for  other  objects  this  year 
there  are  funds  for  equipping  two  new  laboratories — reequipping  one 
and  equipping  one  new  one,  so  there  is  a large  nonrecurring  item 
which  has  been  pretty  carefully  planned.  We  hope  to  obligate  it  this 
year  so  we  will  not  carry  over  the  need  for  those  items  of  equipment 
next  year. 
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ACTIVITY  PRIOR  TO  RECENT  AMENDMENTS  TO  BASIC  LEGISLATION 

Mr.  Jonas.  How  many  people  did  you  have  working  on  food  ad-^ 
ditives  before  this  act  went  into  effect?  You  have  been  doing  this 
work  for  years.  It  did  not  just  begin  with  the  passage  of  this  1958 
act. 

Mr.  Harvey.  We  have  been  enforcing  the  general  terms  of  the  law. 

Mr.  Jonas.  How  many  people  have  been  working  on  this  same 
general  problem  before  the  mandatory  provisions  were  inserted  in 
the  1958  act? 

Mr.  Harvey.  I think  we  can  get  that  figure  for  you. 

Mr.  Jonas.  You  do  not  have  it  now  ? 

Mr.  Cardwell.  We  do  not  have  the  figure.  There  is  a distinction 
between  the  two  requirements  in  law.  Before  the  Congress  passed 
the  food  additive  amendment,  the  requirements  of  the  law  were  much 
different  than  they  are  now. 

Mr.  Jonas.  You  were  doing  some  of  the  work  you  are  now  required 
to  do  before  the  passage  of  the  act,  were  you  not? 

Mr.  Harvey.  From  an  enforcement  point  of  view,  but  with  regard 
to  the  pretests,  the  rulemaking  involved  in  this,  which  is  the  bulk  of 
the  work  being  done  under  this  deficiency,  has  not  been  done  hereto- 
fore at  all. 

Mr.  Jonas.  Then  what  do  you  mean  on  page  10  when  you  say, 
“The  Food  and  Drug  Administration  has  given  special  attention  to 
the  problem  for  years  and  has  prohibited  the  use  of  numerous  addi- 
tives.” 

Mr.  Harvey.  Under  the  enforcement  provisions  we  have  proceeded 
against  toxic  additives  whenever  we  could  establish,  with  adequate 
evidence,  that  they  were  harmful.  We  have  done  that  in  the  past. 

Mr.  Jonas.  How  many  people  have  you  had  engaged  in  that 
activitv? 

V.  Felly.  Mav  I make  an  insert  in  the  record  ? 

Mr.  Thomas.  What  is  your  best  guess?  You  are  asking  for  61. 
How  many  have  you  used  before — 14,  20,  30?  You  can  straighten 
out  the  record  later. 

Mr,  Harvey.  I would  say  10,  and  I would  like  to  straighten  out 
the  record. 

Mr.  Jonas.  Was  the  activity  under  the  direction  of  the  same  of- 
ficUD  ? Did  you  have  an  overhead  organization  ? 

Mr.  Cardwell.  There  was  no  special  activity  for  that  work  before. 
It  was  spread  throughout  the  Food  and  Drug  Administration.  It 
involves  inspectors  working  in  the  field  and  scientists  working  in  the 
laboratories. 

Mr.  Jonas.  What  I am  trying  to  get  at  is  whether  you  need  to  set 
up  a brandnew,  complete  organization  with  complete  staffing  all  the 
way  down  the  line,  or  whether  you  cannot  do  this  additional  work  by 
simply  adding  a few  people  to  your  regular  organization. 

Mr.  Harvey.  The  process  of  studying  the  applications,  the  filing 
and  issuing  of  rules  would  be  entirely  new  work.  We  have  not  had 
any  facilities  or  law  for  that  heretofore.  Insofar  as  the  process  of 
sampling  and  examining  the  food  samples  is  concerned,  some  of  that 
has  been  done  heretofore.  We  have  suggested  an  increase  of  only  one 
man  in  each  field  district  in  this  deficiency  to  add  to  the  field 
operation. 
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Mr.  Jonas.  I was  not  talking  about  the  inspectors.  I can  under- 
stand how  you  would  need  them.  I am  talking  about  the  extra  admin- 
istrative people  in  the  central  office  here  in  Washington. 

Mr.  ITarvey.  These  are  principally  scientific  people. 

Mr.  floNAS.  No.  You  are  putting  in  three  administrative  positions 
in  the  central  office,  are  you  not? 

Mr.  Harvey.  That  is  right. 

Mr.  Jonas.  They  are  not  scientific.  They  are  the  ones  that  I am 
referring  to. 

Mr.  Cardwell.  They  are  Food  and  Drug  officer  positions. 

Mr.  Harvey.  They  are  on  the  administrative  side. 

Mr.  Jonas.  All  I am  asking  is,  would  it  not  be  possible  to  let  the  / 
people  who  have  been  handling  the  administrative  part  of  this  work 
in  the  past  do  it  without  adding  an  administrative  section  to  be  in 
charge  of  this  activity  exclusively? 

Mr.  Harvey.  The  volume  of  additional  work  that  this  act  is  produc- 
ing will  not  permit  its  absorption  in  the  administrative  group. 

Mr.  Thomas.  Thank  you  very  much. 

Come  back  and  see  us  again. 


Monday,  March  2, 1959. 

Office  of  Education 

WITNESSES 

DR.  L.  G.  DERTHICK,  COMMISSIONER 
JOHN  F.  HUGHES,  EXECUTIVE  OFFICER 

DR.  HOMER  D.  BABBIDGE,  DIRECTOR,  FINANCIAL  AIDS  BRANCH 
DR.  JOHN  R.  LUDINGTON,  DIRECTOR,  AID  TO  STATE  AND  LOCAL 
SCHOOLS  BRANCH 

Defense  Educational  Activities 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities: 
1.  Student  loans: 

(a)  Contributions  to  loan  funds 

$6, 000, 000 

$30, 500, 000 

$24,  500, 000 

(b)  Loans  to  educational  institutions 

500, 000 

500, 000 

2.  Science,  mathematics,  and  foreign  language  instruction: 

(a)  Acquisition  of  equipment  and  minor  re- 
modeling: 

(1)  Grants  to  States 

16, 720, 000 

49, 280, 000 

32,  560, 000 

(2)  Loans  to  nonprofit,  private  schools. 

2, 280, 000 

6, 720, 000 

4, 440, 000 

(b)  Grants  to  States  for  supervision  and  adminis- 

tration  

1, 350, 000 
800, 000 

1.350. 000 

5. 300. 000 

3.  National  defense  fellowships.  

4, 500, 000 

4.  Guidance,  counseling,  and  testing: 

(a)  Grants  to  States 

5, 400, 000 

7, 400, 000 

2, 000, 000 

(b)  Institutes  for  counseling  personnel . 

2, 000, 000 

3, 000, 000 

1, 000, 000 

5.  Advanced  training  in  foreign  areas  and  languages: 

(a)  Training  centers 

375, 000 

1, 000, 000 

625,  000 

(b)  Institutes  for  language  teachers 

400, 000 

1, 500, 000 

1, 100, 000 

(r)  Research 

25, 000 

2,  500,  000 

2, 475,  000 

6.  Educational  media  research . 

500, 000 

1,  500, 000 

1,000, 000 

7.  Grants  to  States  for  area  vocational  programs.  — . 

3,  750, 000 

3,  750, 000 

8.  Grants  to  States  for  statistical  services 

400, 000 

1,000, 000 

600, 000 

Total  obligations. ....: 

40, 000, 000 

115, 300, 000 

75, 300, 000 

Financing:  Appronriation  (new  oMigational  authority) 

40, 000, 000 

115, 300, 000 

75, 300, 000 
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Otject  classification 


Presently 

available 

Revised 

estimate 

Increase 

07  other  contractual  services  _ 

$25, 000 
39, 975, 000 

$2,  500, 000 
112, 800, 000 

$2, 4"5, 000 
72, 825,  (00 

11  Grants,  subsidies,  and  contributions 

Total  obligations  _ . 

40, 000, 000 

115, 300, 000 

75, 300, 000 

Mr.  Thomas.  Dr.  Derthick,  we  are  delighted  to  have  you  here. 
You  are  the  Commissioner  of  Education. 


GENERAL  STATEIUENT 

Dr.  Derthick.  I welcome  this  opportunity  to  present  to  the  com- 
mittee an  explanation  of  the  need  for  supplemental  funds  in  fiscal 
year  1959  to  complete  the  first  year’s  program  under  the  National 
Defense  Education  Act.  As  you  know,  the  program  was  initiated 
last  September  with  an  interim  appropriation  of  $40  million  which 
has  been  put  to  effective  use  in  making  a start  on  the  eight  different 
titles  of  the  new  statute  which  assign  major  responsibilities  to  the 
Office  of  Education.  These  interim  funds  have  now  been  allocated  to 
the  various  functions  and  in  some  cases,  they  have  been  fully  spent 
for  the  purposes  for  which  they  were  made  available.  The  need  for 
additional  funds  is  now  most  urgent  in  order  to  meet  critical  dead- 
lines for  the  completion  of  contractual  arrangements  on  pending 
programs  for  the  summer  and  fall  sessions.  State  legislatures  now 
in  session  need  to  know  about  appropriation  requirements  for  match- 
ing purposes.  The  supplemental  request  for  the  current  year  is  in 
the  amount  of  $Y5,300,000. 

When  the  National  Defense  Education  Act  was  passed  by  the  Con- 
gress last  August,  we  in  the  Office  of  Education  were  keenly  aware 
of  the  importance  and  complexity  of  programs  made  possible  by  the 
statute.  During  the  past  5 months  as  these  programs  have  emerged 
and  developed  with  the  splendid  cooperation  of  States,  institutions 
of  higher  learning,  and  professional  groups,  their  significance  has  be- 
come more  apparent  and  their  need  more  compelling.  The  critical 
problems  to  which  this  Act  is  addressed  are  basic  to  the  achievement 
of  our  educational  objectives  and  our  national  security  and  progress 
will  be  advanced  in  measured  terms  as  these  programs  are  fulfilled. 

If  the  coniniittee  will  permit,  I would  like  to  summarize  the  status 
of  our  activities  under  each  of  the  various  titles  for  which  supple- 
mental funds  are  requested. 

LOANS  TO  COLLEGE  STUDENTS TITLE  II 

This  program  provides  funds  to  public  and  to  nonprofit  private  col- 
leges and  universities  for  long-term  student  loan  funds  to  enable 
needy  and  able  students  to  complete  their  higher  education.  Funds 
under  this  title  are  apportioned  among  the  States  on  the  basis  of  their 
relative  full-time  enrollments  in  institutions  of  higher  education. 
Within  each  State’s  allotment,  funds  are  prorated  to  institutions  on 
the  basis  of  the  amounts  requested. 
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Followiii^r  tlie  established  cutoff  date  of  January  6,  1959,  for  the 
sul)inittal  of  applications  by  institutions,  the  Office  received  some 
1 a p provable  requests  for  loan  funds.  The  gross  amount  of  funds 
r(‘(piested  by  institutions  amounted  to  some  $79  million.  In  order  to 
assure  that  our  limited  funds  were  used  to  maximum  advantage,  it 
was  evident  that  some  of  the  institutional  requests,  which  were  ex- 
cessive in  i*elation  to  others,  should  be  scaled  down  to  produce  more 
ecpiity  in  allocations  among  all  institutions.  Since  the  institutional 
r(H]uests  are  the  legal  basis  for  allocation  of  funds  within  a State, 
the  cooperation  of  participants  was  essential  to  this  end.  So  the 
Ollice  contacted  those  institutions  whose  requests  were  in  the  highest 
per  capita  range  (the  top  25  percent)  and  requested  that  they  be  re- 
considered. After  this  was  done  the  revised  requests  of  the  institu- 
tions totaled  $62  million  and  funds  were  prorated  on  this  basis  with- 
in the  State  allotments.  The  resulting  per  capita  average  for  all 
institutions  is  $28  and  practically  all  amounts  are  less  than  $100  per 
ca[)ita.  The  law  permits  annual  student  loans  up  to  $1,000  per  student. 
The  fact  that  the  $6  million  available  covered  only  about  one-tenth  of 
the  reciuested  needs  of  institutions  makes  it  most  imperative  that  sup- 
plemental funds  be  appropriated  in  the  immediate  future  to  enable 
institutions  to  meet  requests  for  loans  which  will  be  received  in  the 
coming  weeks  from  students  who  wish  to  begin  or  continue  their 
education  this  semester,  this  summer  and  next  fall.  Practically  all 
loan  funds  are  now  inadequate  to  cover  more  than  a fraction  of 
requirements. 

For  this  purpose  $25  million  has  been  requested  of  which  some 
$500,000  will  be  used  to  lend  to  institutions  to  meet  the  non-Federal 
share  (10  percent)  of  the  student  loan  funds.  This  will  provide  for 
the  year,  a total  appropriation  of  $30.5  million  for  capital  contribu- 
tions to  student  loan  funds  as  related  to  the  first-year  authorization 
of  $47.5  million  contained  in  the  act. 

GRANTS  AND  LOANS  FOR  IMPROVEMENT  OF  SCIENCE,  MATHEMATICS  AND  FOREIGN 

LANGUAGE  INSTRUCTION TITLE  III 

This  program  assists  States  and  localities  in  the  purchase  of  equip- 
ment to  improve  the  teaching  of  science,  mathematics,  and  modern 
foreign  languages,  and  minor  remodeling  of  laboratory  or  other  space 
in  connection  with  the  use  of  this  equipment  in  the  public  schools.  It 
also  provides  for  the  improvement  and  expansion  of  supervisory  serv- 
ices to  the  State  educational  agencies.  Private  nonprofit  elementary 
and  secondary  schools  are  eligible  for  loans  to  purchase  this  same 
type  of  equipment. 

Plans  have  now  been  received  from  31  States  for  participation  in  the 
equipment  grant  programs  authorized  by  title  III  of  the  act  and  8 
plans  have  been  approved  as  of  this  date.  It  is  anticipated  that  plans 
will  be  approved  for  at  least  45  States  this  fiscal  year.  Any  funds 
available  to  a State  for  the  purchase  of  equipment  which  is  not  claimed 
for  under  an  approved  plan  this  year,  will  also  be  available  to  that 
State  in  fiscal  year  1960  under  a special  provision  in  title  III  of  the  act. 

If  the  current  request  is  approved,  the  $16,720,000  now  available  for 
grants  will  be  supplemented  by  $32,560,000  making  a total  appropria- 
tion for  1959  of  $49,280,000  as  compared  to  authorized  appropriations 
for  this  year  amounting  to  $61,600,000.  We  are  confident  that  the 
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States  are  prepared  to  make  effective  use  of  these  funds  this  year  and 
that  the  resulting  improvements  in  the  facilities  available  for  in- 
struction in  the  sciences,  mathematics  and  foreign  languages  will  sub- 
stantially advance  the  teaching  quality  of  these  subjects  for  many 
thousands  of  American  youngsters. 

In  addition  to  grants  for  public  schools,  title  III  provides  for  loans 
to  nonprofit  private  schools  for  the  same  purpose.  The  sum  author- 
ized for  this  purpose  is  $8.4  million — which  is  12  percent  of  the  $70 
million  authorization  for  the  combined  grant  and  loan  program  for 
equipment  purchase  and  minor  remodeling.  The  supplemental  request 
of  $4,440,000  will  make  a total  of  $6,720,000  available  this  year  for 
loans.  The  cutoff  date  for  applications  is  March  15,  1959,  and  it  is 
anticipated  that  the  total  funds  requested  will  be  claimed. 

No  additional  funds  are  requested  for  the  function  of  improving 
State  supervision  of  science,  mathematics,  and  foreign  language 
instruction. 

NATIONAL  DEFENSE  FELLOWSHIPS TITLE  IV 

This  program  will  encourage  and  assist  in  the  expansion  and  im- 
provement of  facilities  for  graduate  education,  to  increase  the  supply 
of  well-trained  college  and  university  teachers. 

The  Commissioner  is  authorized  to  approve  graduate  education  pro- 
grams involvoing  1,000  fellowships  to  be  awarded  in  fiscal  year  1959 
and  to  continue  these  fellowships  for  2 more  years;  also  1,500  new 
fellowships  are  authorized  for  each  of  the  next  3 years. 

This  program  is  designed  to  strengthen  the  ability  of  institutions  to 
produce  college-level  teachers  and  to  encourage  able  graduate  students 
to  enter  the  teaching  field.  Greater  geographic  dispersion  of  graduate 
facilities  is  also  a primary  objective  of  the  program. 

The  response  to  this  program  has  been  most  encouraging.  Some 
169  institutions  submitted  program  proposals  as  of  the  January  2, 
1959  cutoff  date  proposing  awards  to  about  6,000  fellowship  candi- 
dates. With  funds  available  thus  far  48  graduate  programs  have 
been  approved  and  150  fellowships  awarded.  Of  these,  37  percent  were 
awarded  to  institutions  in  Western  States,  26  percent  in  Southern 
States,  21  percent  in  Midwestern  States,  and  16  percent  in  Eastern 
States.  There  is  a most  urgent  need  for  the  additional  funds  requested 
of  $4.5  million  to  complete  the  awards  of  the  remaining  840  author- 
ized fellowships  by  the  middle  of  March.  Throughout  the  country 
fellowship  awards  are  generally  offered  by  the  first  of  April  and  un- 
less the  national  defense  fellowships  are  available  on  a timely  basis 
in  relation  to  these  schedules,  the  caliber  of  our  programs  will  suffer 
and  some  fellowships  may  go  unawarded.  In  short,  funds  are  needed 
promptly  to  ensure  an  effective  and  a quality  program. 

TESTING,  GUIDANCE,  AND  COUNSELING  TO  IDENTIFY  ABLE  STUDENTS  AND  ENCOURAGE 
THEM  TO  CONTINUE  THEIR  EDUCATION TITLE  V 

Part  A.  State  programs:  This  program  of  grants  to  States  is 
designed  to  reduce  the  number  of  able  students  who  drop  out  of  high 
schools  and  colleges,  by  helping  to  identify  abilities  at  an  early  stage 
and  encourage  the  fullest  development  of  talents.  Private  second- 
ary schools  may,  in  some  States,  arrange  with  the  U.S.  Commissioner 
of  Eductaion  for  funds  for  testing  of  students. 
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Federal  ^n-ants  totalling  $15  million  per  year  are  authorized  be- 
ginning with  fiscal  year  1959  for  allotment  to  the  States  on  the  basis 
of  secondary  enrollments.  States  must  match  the  Federal  funds  and 
submit  a ])lan  for  approval  by  the  Office  setting  forth  arrangements 
for  the  testing  of  pupils  in  the  secondary  grades  and  for  the  strength- 
ening  of  counseling  and  guidance  personnel.  It  is  indeed  significant 
that  practically  all  leading  authorities  today  agree  that  expanded 
and  improved  pupil  counseling  (particularly  in  the  secondary  grades) 
is  of  the  highest  priority  in  assuring  that  bright  and  able  students 
are  educated  to  the  full  extent  of  their  abilities  and  that  all  students 
receive  educational  opportunities  in  accordance  with  their  individual 
needs. 

The  initial  appropriation  of  $5.4  million  would  be  supplemented 
by  $2  million  under  the  request  before  the  committee.  This  would 
])rovide  approximately  one-half  of  the  authorized  funds  for  this 
year.  Thus  far  33  States  have  submitted  plans  and  16  have  been  ap- 
proved. Evidence  on  hand  indicates  that  at  least  45  States  will 
participate  in  the  program  this  year  and  that  the  requested  funds  will 
provide  a substantial  portion  of  the  funds  the  States  are  prepared 
to  use  this  year. 

Part  B.  Counseling  and  guidance  institutes : These  institutes  to  be 
established  in  institutions  of  higher  learning  will  increase  the  supply 
of  qualified  guidance  and  counseling  personnel,  and  improve  the  com- 
])etence  of  personnel  now  working  in  the  counseling  field.  Personnel 
in  private  schools  may  attend  these  institutes,  but  are  not  eligible  for 
stipends. 

The  funds  available  in  the  interim  appropriation  for  this  purpose 
amount  to  $2  million  and  will  support  some  40  short-term  summer 
institutes  or  approximately  6 weeks  duration  to  train  2,050  counselors 
and  6 regular  session  institutes  to  begin  next  fall  to  train  240  coun- 
selors. The  additional  $1  million  requested  this  year  will  support  9 
summer  session  institutes,  training  450  counselors,  and  9 regular  ses- 
sion institutes  for  next  fall  training  360  counselors. 

It  is  to  be  emphasized  that  the  contractual  arrangements  for  these 
institutes  must  be  completed  very  soon  in  order  to  enable  the  institu- 
tions to  complete  plans  and  arrange  for  instructors  and  other  person- 
nel. These  arrangements  are  customarily  completed  in  the  winter 
months  preceding  the  'academic  terms  and  therefore  it  is  necessary 
that  Federal  funds  be  available  without  delay  if  the  program  is  to 
proceed  as  planned.  Authorized  funds  for  fiscal  year  1959  total 
$6,250,000  and  the  request  for  an  additional  $1  million  will  provide  for 
almost  one-half  of  this  sum. 

LANGUAGE  DEVELOPMENT TITLE  VI 

This  program  provides  funds  for  the  establishment  of  institutes  in 
higher  educational  institutions  to  improve  the  skills  and  effectiveness 
of  elementary  and  secondary  schoolteachers  of  modern  foreign  lan- 
guages; and  centers  to  undertake  research  and  training  in  rarely 
taught  foreign  languages  and  in  other  studies  related  to  the  areas  in 
which  these  languages  are  spoken.  Language  teachers  in  private 
schools  are  eligible  to  attend  centers  and  institutes  but  are  not  eligible 
for  institute  stipends. 

The  interest  expressed  in  the  language  development  program  pro- 
vided for  in  title  VI  of  the  act  has  been  particularly  gratifying.  We 
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have  i^eceived  232  applications  for  the  establishment  of  language  insti- 
tutes from  colleges  and  universities  in  48  of  the  49  States.  Fifty-six 
institutions  have  expressed  interest  in  establishing  language  and  area 
centers.  This  widespread  interest  arises  from  a recognition  by  col- 
leges and  universities  of  the  serious  deficiency  in  modern  language 
teaching  in  this  country  and  of  the  urgent  need  to  improve  the  situa- 
tion. Thirty-five  years  ago,  27  percent  of  our  high  school  students 
were  taking  at  least  1 modern  foreign  language ; in  1955  the  percent- 
age was  down  to  less  than  15.  Moreover,  the  number  of  college  grad- 
uates prepared  to  teach  a foreign  language  declined  30  percent  between 
1950  and  1957.  Finally,  there  are  24  languages  each  of  which  is 
spoken  natively  by  more  than  20  million  people.  Of  these  24  only 
French  and  Spanish  are  widely  studied  by  American  high  school 
students. 

Other  facts  could  be  cited  which  would  describe  the  dimensions  of 
the  problem  we  face.  The  major  implication  of  all  of  them  is  that 
Americans  are  linguistically  backward  at  a time  when  they  can  no 
longer  afford  to  be  if  they  are  to  retain  a position  of  world  leadership. 

Title  yi  of  the  act  provides  for  a language  development  program 
which  represents  an  excellent  and  effective  first  step  in  the  improve- 
ment of  the  language  teaching  situation  in  this  country.  The  act 
authorizes  $15,250,000  for  the  program  in  fiscal  year  1959.  From  the 
initial  appropriation,  $375,000  is  available  for  training  centers, 
$400,000  for  institutes  for  language  teachers,  and  $25,000  for  research. 

We  are  now  in  the  process  of  selecting  seven  colleges  and  uni- 
versities where  language  training  centers  will  be  situated.  Supple- 
mental funds  in  the  amount  of  $625,000  are  requested  for  the  fiscal 
year  1959,  to  expand  these  7 centers  and  to  establish  7 additional 
centers  which  will  provide  for  185  students  with  stipends,  in  addition 
to  other  students  who  would  attend. 

With  the  $400,000  available  for  institutes  for  language  teachers, 
four  summer  institutes  will  be  approved.  We  are  requesting  an  addi- 
tional $1,100,000  for  the  fiscal  year  1959,  in  order  to  establish  6 
additional  summer  institutes,  and  4 regular  session  institutes,  which 
will  provide  training  and  stipends  for  960  public  schoolteachers 
attending  these  institutes.  These  funds  must  be  available  soon  for 
effective  contracting  arrangements  to  be  completed  in  time. 

Our  supplemental  request  includes  $2,475,000  for  research,  auth- 
orized under  section  602  of  title  VI.  Contracts  need  to  be  negotiated 
as  soon  as  possible  for  studies  and  surveys  to  determine  the  need  for 
increased  or  improved  instruction  in  modern  foreign  languages  and 
othw  fields  needed  to  provide  a full  understanding  of  the  areas, 
regions  or  countries  in  which  such  languages  are  commonly  used, 
and  for  research  on  more  effective  methods  of  teaching  such  lan- 
guages, and  to  develop  specialized  materials  for  use  in  such  training. 

Research  is  central  to  the  whole  language  development  program. 
Language  instruction  is  unnecessarily  retarded  by  the  lack  of  modern 
teaching  methods,  materials,  and  equipment.  It  has  become  evident 
that  instructional  techniques  need  to  be  modernized  and  textual 
materials  developed.  The  availability  of  new  equipment  needs  to 
be  augmented  by  research  in  their  most  effective  use.  In  those  rarely 
taught  languages  where  teaching  is  now  very  deficient  or  nonexistent, 
basic  texts  and  materials  (including  dictionaries)  must  be  developed 
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to  provide  a basis  for  extension  of  language  center  projects.  Much 
researcli  will  be  directly  tied  to  center  projects. 

EDUCATIONAL  MEDIA  EESEAECH — TITLE  VII 

The  provisions  of  title  VII  of  the  National  Defense  Education  Act 
))r()vi(Ie  For  research,  experimentation,  and  related  dissemination 
activities  to  discover  and  encourage  the  more  effective  uses  of  tele- 
visi()ii,  i-adio,  motion  pictures,  filmstrips,  video  tapes,  and  related 
media,  and  authorize  $3  million  for  these  purposes  in  the  fiscal  year 
Ih.it).  d1ie  tremendous  potential  for  improved  learning  which  lies 
in  these  media  must  be  systematically  developed  by  careful  and  funda- 
mental research.  This  will  expedite  the  use  of  good  practice  and 
reduce  rash  and  faulty  experimentation. 

An  amount  of  $500,000  was  made  available  in  the  initial  appropria- 
tion, and  we  are  requesting  a supplemental  amount  of  $1  million  to 
provide  a total  of  $1,500,000  for  the  current  year. 

As  of  February  1,  190  specific  project  proposals  for  research  and 
experimentation  had  been  received  from  institutions  and  research 
agencies  and  it  is  expected  that  many  more  will  be  received  before 
the  close  of  the  year.  The  proposals  now  on  hand  provide  for  a varied 
approach  to  research  problems  and  their  combined  total  cost  as  sub- 
mitted amounts  to  some  $20  million,  about  $14  million  of  which  would 
be  appreciable  to  the  fiscal  years  1959  and  1960.  The  funds  to  be  avail- 
able til  is  year  will  require  the  use  of  highly  selective  standards  and 
procedures  to  insure  their  maximum  effective  use.  The  advisory 
committee  designated  under  this  title  must  recommend  projects  prior 
to  approval  by  the  Commissioner. 

GRANTS  TO  STATES  FOR  STATISTICAL  SERVICES TITLE  X 

Section  1009  of  the  National  Defense  Education  Act  authorizes 
grants  to  States  of  up  to  $50,000  each  on  a matching  basis,  to  assist 
the  States  to  improve  and  strengthen  the  adequacy  and  reliability 
of  educational  statistics.  These  improvements  will  facilitate  the 
collection  of  uniform  national  information  on  condition  and  progress 
of  education  in  all  States.  The  need  for  more  adequate  and  reliable 
data  has  been  underscored  time  and  again  by  office  and  other  studies 
of  national  scope. 

An  amount  of  $400,000  is  available  in  the  initial  appropriation, 
and  we  are  requesting  an  additional  amount  of  $600,000,  to  provide 
a total  of  $1  million  for  this  purpose  in  the  fiscal  year  1959.  During 
this  initial  year,  this  program  is  stimulating  a majority  of  the  States 
to  evaluate  their  existing  statistical  services  and  to  develop  and 
initiate  new  programs  for  improvement  of  statistical  services  in  line 
with  the  purposes  of  the  act.  Already  22  State  plans  are  under  review 
and  1 2 have  been  approved. 

This  completes  the  formal  statement  covering  these  requests  and 
we  sliall  be  pleased  to  answer  such  questions  as  the  committee  may 
wisli  to  ask. 

LOANS  TO  COLLEGE  STUDENTS 

Under  title  II.  the  student  loan  program,  we  had  an  initial  appro- 
priation of  $6  million,  and  we  are  requesting  a supplemental^  of  $25 
million.  We  were  very  much  surprised  to  see  the  tremendous  interest 
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in  this  program.  We  thought  maybe  500  or  600  colleges  would  make 
applications,  but  1,227  made  applications.  They  asked  for  about 
$79  million. 

Mr.  Thomas.  Will  you  let  me  interrupt  you  right  there?  You 
confused  me  last  night  in  these  justifications.  You  have  used  two  or 
three  figures.  What  is  the  amount  of  money  that  you  are  going  to 
need  for  all  of  the  fiscal  year  1959  ? 

Dr.  Derthick.  $25  million  in  the  supplemental,  making  a total  of 
$31  million  that  we  are  asking  for. 

Mr.  Thomas.  What  is  the  figure  you  will  need  for  covering  all  of 
1959? 

Dr.  Derthick.  $62  million. 

Mr.  Thomas.  How  do  you  arrive  at  the  $62  million  that  you  are 
going  to  need  ? 

Dr.  Derthick.  The  institutions  have  made  requests.  Their  original 
requests  amounted  to  $79  million.  We  solicited  from  the  institutions 
their  determinations  of  need  and  when  their  reports  first  came  in  they 
totaled  $79  million. 

Mr.  Thomas.  That  is  a new  figure.  You  did  not  put  that  in  your 
justifications. 

Mr.  Hughes.  That  is  in  the  opening  statement. 

Mr.  Thomas.  It  was  not  in  your  justifications. 

Dr.  Derthick.  By  asking  those  in  the  top  brackets  if  they  could  not 
reduce  their  requests,  the  total  of  their  requests  is  now  $62  million. 

Mr.  Thomas.  For  the  fiscal  year  1959  ? 

Dr.  Derthick.  Yes. 

Mr.  Thomas.  And  that  has  nothing  to  do  with  the  fiscal  year  1960  ? 

Dr.  Derthick.  That  is  right. 

Mr.  Thomas.  Do  you  have  your  1960  estimates  about  shaped  up  ? 

Dr.  Derthick.  No.  They  will  come  in  from  the  institutions  in 
April  and  May. 

Mr.  Thomas.  Offhand,  what  do  you  think  they  will  be  ? ■ 

Dr.  Derthick.  It  is  very  difficult  to  guess. 

Mr.  Thomas.  They  will  not  be  any  less  than  that  $62  million. 

Dr.  Derthick.  It  may  be  that  after  the  institutions  have  some 
experience  with  this  program  they  may  find  that  they  have  been 
overly  generous  in  making  requests.  You  see,  some  of  these  schools 
have  never  had  loans  or  loan  programs  before. 

PROCEDURE  FOR  IMPLEMENTING  PROGRAM 

Mr.  Thomas.  You  will  have  to  tell  us  who  will  handle  the  programs* 
Here  is  X student  living  in  Y county  over  in  the  State  of  New 
York  or  Louisiana.  How  does  he  get  into  the  program? 

Dr.  Derthick.  The  given  institution  where  he  may  choose  to  go 
will  have  a loan  officer. 

Mr.  Thomas.  First  he  decides  that  he  wants  to  go  to  a school  in  his 
own  State,  either  Louisiana  or  New  York.  What  does  he  do? 

Dr.  Derthick.  He  writes  to  the  institution  and  tells  them  he  will 
need  a loan.  i 

Mr.  Thomas.  He  wdll  write  to  the  school  that  he  wants  to  go  to  ? 

Dr.  Derthick.  That  is  right.  Then  the  institution  will  follow 
several  procedures  necessary  to  estimate  his  resources.  They  will 
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discuss  tlicin  witli  him,  and  negotiate  with  him  concerning  the 
amount  of  money  he  will  need  to  get  by. 

At  r.  Tiioafas.  Wliat  is  the  yardstick  that  the  institution  is  going 
to  apply  to  that  student  ? 

Dr.  DicimiicK.  Well,  if  the  student  is  married,  they  will  make  a 
determination  that  he  will  need  more  money  than  if  he  is  single. 
1 f he  has  two  children  that  will  add  an  increment  to  take  care  of  that. 

Mr.  T iio]\rAS.  Suppose  that  he  has  three  children.  What  is  the 
outside  amount  of  money  that  the  institution  can  lend  him? 

Dr.  Dertiiick.  $1,000. 

M r.  Ti roAiAS.  Regardless  of  the  number  of  children  ? 

Dr.  Dertiiick.  That  is  right.  That  will  be  the  outside  figure. 

Mr.  Thomas.  He  is  not  going  to  do  much  splurging? 

Dr.  Dertiiick.  It  is  not  intended  to  help  him  splurge. 

Mr.  Thomas.  AYhat  is  the  other  part  of  the  yardstick  ? One  is  need. 
What  is  the  rest  of  it? 

Dr.  Derthick.  The  costs  of  going  to  school  at  that  particular  place 
will  be  a factor,  including  all  the  costs.  If  he  drives  30  miles  each 
way  a day  they  will  take  that  into  consideration.  Those  determina- 
tions we  will  leave  up  to  the  institution  with  overall  guidance.  They 
are  going  to  make  the  determinations,  not  us. 

Mr.  Thomas.  We  cannot  worry  too  much  about  any  extravagance 
with  regard  to  the  overall  amount,  can  we  ? 

Dr.  Derthick.  No,  sir. 

Mr.  Thomas.  What  is  next  besides  the  economic  question  involved  ? 

Dr.  Derthick.  The  money  is  distributed 

Mr.  Thomas.  We  have  not  even  got  the  fellow  into  the  school.  We 
know  how  much  money  he  needs. 

Dr.  Derthick.  If  he  is  an  able  student  special  consideration  may 
be  given  if  he  has  demonstrated  unusual  ability  in  mathematics,  sci- 
ence, or  foreign  language,  or  if  he  expects  to  teach  in  the  elementary 
or  secondary  schools. 

Mr.  Thomas.  Suppose  that  he  is  good  old  John  Brown,  a C student, 
who  is  going  to  run  the  United  States  in  the  next  30  years — not  an 
A boy  or  a B boy — what  do  you  do  for  him  ? Can  he  get  any  of  the 
money  ? 

Dr.  Derthick.  He  will  not  be  excluded. 

Mr.  Thomas.  You  know  who  will  run  the  country,  do  you  not? 

Dr.  Derthick.  I have  some  idea. 

Mr.  Thomas.  I did  not  want  you  to  have  any  inflated  idea. 

Dr.  Derthick.  I have  been  a teacher  all  of  my  life.  I know.  All 
youngsters  will  have  an  opportunity  for  these  loans. 

Mr.  Thomas.  But  having  an  opportunity  and  getting  them  are  two 
different  things.  Are  you  going  to  pay  the  C students  any  mind,  stu- 
dents who  are  honest  and  ambitious  ? 

Dr.  Derthick.  Certainly  we  would  expect  the  institutions  to  give 
them  consideration. 

Mr.  Thomas.  The  institution  is  going  to  do  the  selecting.  They 
are  going  to  lay  down  the  yardstick  of  how  much  money  of  that  $1,000 
maximum  they  can  get  ? 

Dr.  Derthick.  That  is  right. 

Mr.  Thomas.  Under  a general  yardstick  laid  down  by  you ; is  that 
right  ? 

Dr.  Derthick.  That  is  right. 
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Mr.  Thomas.  Do  you  think  that  the  C student  will  have  a look-in 
on  this  ? 

Dr.  Derthick.  I do.  I certainly  do. 

Mr.  Thomas.  And  you  are  going  to  give  a little  preference  to  math- 
ematics ? 

Dr.  Derthick.  And  science  and  foreign  language,  and  those  going 
into  teaching  in  the  elementary  and  secondary  schools. 

Mr.  Thomas.  How  much  preference  are  they  going  to  get? 

Dr.  Derthick.  Well 

Mr.  Thomas.  We  will  say  that  here  is  an  old  boj^  that  is  pretty  good 
in  writing  and  literature.  He  likes  history.  He  might  be  a newspaper 
writer  some  day.  He  might  want  to  be  an  author.  What  chance 
would  he  have  against  this  chap  who  wants  to  specialize  in  mathemat- 
ics or  physics,  chemistry,  electronics,  or  geology  5 

Dr.  Derthick.  Under  broad  guidelines  the  institutions  would  make 
the  determination.  It  is  my  judgment  the  institutions  would  give  that 
boy  very  serious  and  careful  consideration. 

Mr.  Thomas.  How  many  institutions  have  evidenced  interest  in 
this? 

Dr.  Derthick.  1,227. 

Mr.  Thomas.  How  many  students  did  they  say  had  contacted  them 
that  would  qualify  for  the  fiscal  year  1959  ? 

Dr.  Babbidge.  Their  estimates  were  not  always  based  upon  the  ac- 
tual evidence  of  the  students’  need.  The  institutions  in  some  instances 
based  their  requests  on  an  estimate  of  what  their  students  would  need. 

Mr.  Thomas.  How  many  institutions  ? 

Dr.  Derthick.  1,227. 

Mr.  Thomas.  How  many  students  did  they  say  they  thought  would 
need  some  loans  ? 

Dr.  Derthick.  We  did  not  get  the  exact  number  of  students. 

Mr.  Thomas.  You  put  800,000  in  your  justifications.  Is  that  the  fig- 
ure that  you  want  to  go  by  ? 

Dr.  Derthick.  We  estimated  800,000  students  would  benefit. 

Mr.  Thomas.  Do  you  want  to  change  it  now  ? 

Dr.  Derthick.  I think  that  we  would  not  change  it. 

LOAN  PER  student 

Mr.  Thomas.  And  the  average  cost  per  student  is  only  $400. 

Dr.  Derthick.  W^e  figure  that  will  be  the  average  loan.  W^ithout 
having  any  experience  with  such  a program,  that  is  our  best  estimate. 

Mr.  Thomas.  That  is  a relatively  small  amount  of  money.  It  leads 
me  to  think  if  they  can  get  by  on  a loan  of  $400  for  a 12-month  period 
maybe  they  do  not  need  it  at  all. 

Dr.  Derthick.  The  loan  programs  in  the  past  have  averaged  about 
$200  per  student. 

Mr.  Thomas.  Is  that  all?  So  you  have  had  some  experience? 

Dr.  Derthick.  Yes. 

Mr.  Thomas.  How  many  of  the  colleges  out  of  the  total  number  that 
have  written  in  have  had  loan  programs  in  the  past  ? 

Dr.  Babbidge.  Between  700  and  800  had  loan  funds. 

Mr.  Thomas.  Out  of  your  allowance  figure  of  1,200  in  this  pro- 
gram now?  ^ 
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Dr.  l^AHHiDGE.  Tliat  is  right. 

Mr.  T 1 lo^r  AS.  What  was  the  averge  loan  per  student  ? 

Di*.  Hai'.iuikje.  $167  the  last  time  we  made  a survey  of  it,  but  that 
was  or  d years  ago. 

Mr.  T AS.  And  you  think  it  might  now  be  $200  ? 

Dr.  Haiuudge.  It  could  be. 

Mr.  d noMAs.  A little  money  goes  further  in  the  field  of  education 
tlian  in  any  activity  I know  of.  Do  you  agree  with  me? 

Dr.  Dekthick.  It  has  to.  You  understand,  I am  sure,  that  our 
reciuest  for  $31  million  is  just  half  of  what  the  institutions  estimate 
thev  will  need. 

Mr.  T HOAiAs.  When  you  gave  me  that  figure  of  $62  million  I can 
calculate  $31  million  is  half  of  $62  million.  You  are  sure  now  that 
that  is  the  total  figure  for  1959,  $62  million  and  it  is  not  $44  million  or 
$45  million? 

J)r.  Derthick.  That  is  right. 

Mr.  Thomas.  Is  that  figure  of  $62  million  about  right  ? 

Dr.  Derthick.  We  just  have  no  way  of  knowing  because  we 
have  never  had  such  a program  before,  and  many  of  the  institutions 
have  never  had  any  experience. 

Mr.  Thomas.  Plere  are  students  A,  B,  and  C in  the  same  town 
of  X in  the  same  State  of  New  York,  Louisiana,  and  they  pick  out 
three  different  colleges  to  go  to  and  there  is  enough  money  for  two 
students  to  go  to  two  of  the  universities  but  there  is  not  enough 
money  for  the  third.  Is  there  any  good  reason  why  that  student 
should  not  get  to  go  ? 

Dr.  Derthick.  You  mean  before  they  get  to  him  the  college  has 
exhausted  its  allotment  ? , 

Mr.  Thomas.  That  is  right. 

Dr.  Derthick.  Then  we  have  no  provision  to  take  care  of  that. 

Mr.  Thomas.  As  far  as  I am  concerned,  I think  you  better  set  up 
a loan  fund  and  have  too  much  money  in  it  than  not  enough.  I can- 
not see  any  reason  on  earth  that  would  justify  loaning  money  to 
student  A and  student  B and  student  C not  getting  it  when  he  has 
the  same  qualifications,  jiist  because  it  is  not  available.  In  other 
words,  if  you  are  going  to  start  a program  you  better  finance  it  suffi- 
ciently to  take  care  of  the  needs  of  all  of  those  who  can  meet  the 
qualifications.  Am  I right  or  wrong  ? 

Dr.  Derthick.  That  is  right,  and  yet  there  is  reason  to  think  that 
maybe  the  students  will  not  take  advantage  of  this  opportunitv  to 
the  degree  some  people  anticipate.  I received  a letter  from  a college 
president  only  yesterday  discussing  that  point.  He  is  very  enthusias- 
tic about  the  loan  program,  and  his  comment  was  still  enthusiastic 
about  it,  but  he  was  going  to  have  to  do  a program  of  education  with 
his  student  body  to  teach  them  the  power  of  investing  through  loans. 

Mr.  Thomas!  The  only  communication  that  I have  received  has 
been  from  college  presidents  who  have  said  that  under  the  program 
set  up  they  have  money  for  8 students  and  150  trying  to  get  loans. 
Let  us  either  get  it  going  or  get  rid  of  it. 

Dr.  Derthick.  That  is  why  we  are  back  up  here  for  this  sup- 
plemental. 
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PROGRAMS  PROPOSED 

Mr.  Tho^ias.  How  many  programs  do  you  have  here? 

Dr.  Derthick.  Eight  titles  that  we  are  administering. 

Mr.  Thomas.  And  the  eight  titles  make  up  your  deficiency  of 
$75,300,000? 

Dr.  Derthick.  There  are  seven  titles  for  which  there  is  a deficiency. 
For  one  title  we  are  not  askmg  for  any  supplemental. 

Mr.  Tho3ias.  $25  million  for  the  revolving  fund.  That  is  a no- 
year fund  ? 

Dr.  Derthick.  That  is  right. 

Mr.  Thomas.  You  have  $37,500  in  here  for  a grant  program  on 
equipment. 

Di\  Derthick.  Yes. 

Mr.  Thomas.  You  have  $4,500,000  for  fellowships? 

Dr.  Derthick.  Yes. 

Mr.  Thomas.  And  you  have  $2  million  in  here  for  sampling,  guid- 
ance, and  so  forth  ? 

Dr.  Derthick.  Yes. 

Mr.  Thomas.  That  is  quite  controversial,  is  it  not? 

Dr.  Derthick.  I think  not.  YTien  that  program  was  first  intro- 
duced there  were  certain  people  who  misunderstood  it,  who  thought 
we  were  going  to  put  on  a national  testing  program.  That  is  where 
the  misunderstanding  occurred.  When  they  found  out  this  testing 
program  was  going  to  be  administered  not  under  the  Federal  Govern- 
ment but  by  the  States  and  communities  in  the  customary  manner, 
they  withdrew  their  objections. 

Mr.  Thomas.  Is  this  program  of  $37,500,000  controversial? 

Dr.  Derthick.  Xo,  sir. 

Mr.  Thomas.  You  have  not  heard  about  it  ? 

Dr.  Derthick.  Xo. 

Mr.  Thomas.  People  think  the  Federal  Government  owes  more 
money  than  the  State  and  count}^  governments  and  should  not  get 
into  the  field  of  education.  Have  you  heard  about  that? 

Dr.  Derthick.  There  are  other  people  who  are  very  much  concerned 
because  of  the  inadequacy  in  our  schools  in  this  matter  of  equipment 
in  science,  mathematics,  and  foreign  language,  and  certainly  the  re- 
sponse of  the  States  has  been  very  enthusiastic  about  it. 

Mr.  Thomas.  Is  not  that  a part  of  your  construction  program  which 
the  Congress  has  not  gone  into  ? 

Dr.  Derthick.  Xo.  This  is  equipment. 

' ]NIr.  Thomas.  I understand  it  is  equipment,  but  in  the  beginning 
it  was  part  of  the  construction  program  where  they  built  buildings 
and  equipped  them  ? 

Dr.  Derthick.  That  is  in  the  case  of  new  buildings. 

Mr.  Thomas.  I was  just  wondering.  I will  just  throw  this  out 
to  you — instead  of  your  three  programs,  what  about  your  program 
here  on  your  matching  equipment  and  your  revolving  loan  fund  here 
and  your  fellowships.  T\Tiat  about  holding  the  others  in  abeyance 
to  take  a look  and  see  how  the  country  absorbs  these  three.  ^YlIat 
do  vou  think  about  that  ? 

Dr.  Derthick.  That  would  be  a great  disappointment,  not  only 
to  me,  but  to  the  country  because  we  have  State  plans  coming  in  here 
every  day  for  title  5 grants  for  coimseling  and  testing- 
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EXTENT  OF  STATE  PARTICIPATION 

Mr.  Thomas.  'VVhat  part  of  the  country,  a minor  part,  50  or 
()0  ])ercent? 

Dr.  Dertiiick.  No,  sir. 

Mr.  T iio:mas.  You  might  get  an  argument  on  that  point. 

Dr.  Dertiiick.  We  expect  54  States  and  Territories  to  participate 
in  tliis  title. 

Mr.  T homas.  What  part  of  the  public  is  in  favor  of  the  program  ? 
You  have  already  divided  it  between  Alaska  and  the  States  and  you 
have  got  it  up  to  54? 

Dr.  Dertiiick.  I mean  the  States  and  Territories.  We  have  35 
State  plans  already  in  for  this  program,  and  they  are  coming  in  all 
the  time. 

PROGRAMS  PROPOSED 

Mr.  Thomas.  You  show  under  “Student  loans”  $24.5  million  and 
$500,000  for  loans  to  educational  institutions;  to  do  what?  Run  the 
administrative  end  of  the  program  ? 

Dr.  Derthick.  To  meet  the  non-Federal  share  of  the  loan  program. 

Mr.  Thomas.  Here  is  the  item  of  “Science,  mathematics,  and 
foreign  language  instruction”  and  then  under  that  we  have  “Ac- 
quisition of  equipment  and  minor  remodeling,”  $32,560,000;  “Loans 
to  nonprofit,  private  schools,”  $4,440,000,  for  a total  of  $37.5  million. 

Dr.  Dertiiick.  $37  million,  I believe. 

Mr.  Thomas.  Then  your  next  item  under  that  is  “National  de- 
fense fellowships,”  $4.5  million. 

Then  you  have  “Advanced  training  in  foreign  areas  and  languages” 
and  under  “Training  centers”  you  have  $65,000;  “Institutes  for 
languages  teachers”  $1.1  million. 

Dr.  Derthick.  Yes,  sir. 

Mr.  Thomas.  Under  “Research,”  $2,475,000,  and  then  you  have 
“Educational  media  research,”  $1  million. 

Next  you  have  “Grants  to  States  for  area  vocational  programs,” 
but  no  increase,  and  then  “Grants  to  States  for  statistical  services,” 
$600,000  and  then  you  come  up  with  your  total  ? 

Dr.  Derthick.  There  is  one  other  title. 

Mr.  Thomas.  Do  you  want  to  change  your  mind  ? 

Dr.  Derthick.  You  left  out  one,  Mr.  Chairman. 

Mr.  Thomas.  Do  you  want  to  skip  those  last  seven  programs  and 
stay  with  the  big  ones  you  mentioned?  That  is,  if  you  can  digest 
them. 

Dr.  Derthick.  No,  sir. 

Mr.  Thomas.  You  would  rather  have  a colic  and  get  them  all  ? 

Dr.  Derthick.  We  want  them  all. 

Mr.  Thomas.  And  have  a good  case  of  colic  ? 

Off  the  record. 

( Discussion  off  the  record. ) 

Mr.  Thomas.  You  are  sure  that  when  the  committee  gets  on  the 
floor  we  will  not  have  acute  indigestion,  but  we  will  settle  for  just 
a little  colic. 

If  you  settle  for  that,  we  will  have  a mild  colic. 

Dr.  Derthick.  I think  in  view  of  the  tremendous  interest  in  this 
program  you  will  have  good  support  for  it. 
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By  the  way,  may  I call  attention,  in  that  review  you  made,  to  one 
omission — I believe  you  did  my  work  very  well  for  me. 

Mr.  Thomas.  Thank  you.  Doctor. 

Dr.  Derthick.  However,  you  left  out  title  5 on  ‘‘Guidance,  counsel- 
ing, and  testing,”  $2  million. 

That  covers  “Grants  to  States.” 

Mr.  Thomas.  We  talked  about  that  a while  ago. 

Dr.  Derthick.  And  $1  million  for  “Institutes  for  counseling 
personnel.” 

I just  want  to  be  sure  that  the  record  carries  that. 

Mr.  Thomas.  It  is  already  in  the  record.  Doctor.  We  will  not  short- 
change you  much. 


Loans  to  College  Students 

Mr.  Thomas.  Now  for  the  student  loan  program,  let  us  put  in  pages 
7, 8,  and  9. 

( The  pages  follow :) 

1.  Student  Loans 

(a)  Contribution  to  loan  funds — (&)  Loans  to  educational  institutions 
Supplemental  estimate  for  fiscal  year  1959 $25,  000,  000 

JUSTIFICATION  OF  ESTIMATE 

Purpose  and  scope  of  activity 

Title  II  of  the  National  Defense  Education  Act  authorizes  appropriations  to 
stimulate  and  assist  in  the  establishment  at  institutions  of  higher  education 
of  funds  to  provide  for  low-interest  loans  to  undergraduate  and  graduate 
students.  The  purpose  of  this  program  is  to  enable  students  who  are  in  need 
of  financial  assistance  to  pursue  courses  of  study  beyond  the  secondary  level. 

Section  207  of  the  National  Defense  Education  Act  also  authorizes  the  Com- 
missioner of  Education  to  make  low-interest  loans  to  participating  colleges  and 
universities  to  assist  in  financing  their  capital  contribution,  where  institutions 
are  unable  to  secure  the  matching  funds  from  non-Federal  sources. 

An  amount  of  $6  million  was  appropriated  in  fiscal  year  1959  for  contribution 
to  the  student  loan  funds.  A supplemental  request  is  herewith  presented  in  the 
amount  of  $25  million  for  capital  contributions  and  for  loans  to  institutions  for 
matching  purposes. 

Funds  authoi'ized  and  distribution  formula 

The  legislation  provides  for  Federal  contributions  to  the  capital  of  student 
loan  funds  established  by  institutions  of  higher  education.  These  funds  will 
provide  long-term,  low-interest  loans  to  undergraduate  and  graduate  students 
to  enable  them  to  continue  their  higher  education.  The  Federal  contribution 
cannot  exceed  90  percent  of  the  loan  funds  and  the  institutional  contribution 
must  be  at  least  10  percent.  The  maximum  Federal  contribution  to  any  single 
institution  for  any  fiscal  year  cannot  exceed  $250,000. 

The  legislation  also  provides  that,  under  certain  circumstances,  an  institution 
may  obtain  Federal  loans  to  finance  its  share  of  the  capital  contribution  to  its 
student  loan  fund.  The  law  authorizes  necessary  funds  for  this  purpose  but 
not  to  exceed  $25  million  for  the  total  program.  Such  loans  will  bear  interest 
at  a rate  established  by  the  Commissioner  which  is  adequate  to  cover  the  (1)  cost 
to  the  Treasury  based  on  current  yields  of  outstanding  U.S.  obligations  with 
comparable  maturities  and  (2)  costs  of  administering  this  portion  of  the  program 
and  (3)  probable  losses.  These  loans  are  made  for  an  appropriate  period  but 
not  to  exceed  15  years. 

Student  loan  funds 

An  appropriation  of  $47.5  million  is  authorized  under  the  act  for  fiscal  year 
19.59.  However,  we  are  requesting  a total  amount  of  $31  million  ($6  million 
presently  budgeted,  and  .$2.5  million  in  the  supplemental  budget  for  the  fiscal 


524 


>(‘}ir  for  contributions  and  for  loans).  Funds  for  Federal  contributions 

lo  student  loan  funds  will  be  allotted  to  the  States  according  to  the  number  of 
students  enrolbnl  on  a full-time  basis  in  institutions  of  higher  education  within 
tlie  l•(^sl)«M•tive  States.  The  Commissioner  shall  from  time  to  time  set  dates  by 
wliieh  institutions  of  higher  education  in  a State  must  file  applications  for 
Federal  capital  contributions  from  the  allotment  of  such  State.  In  the  event 
lh(‘  total  recpiested  in  such  applications  exceeds  the  amount  of  the  allotment 
of  such  State  available  for  such  purpose,  the  Federal  capital  contribution  from 
such  allotment  to  each  institution  shall  bear  the  same  ratio  to  the  amount  re- 
quested in  its  application  as  the  amount  of  such  allotment  available  for  such 
purpose  bears  to  the  total  requested  in  all  such  applications.  In  the  event  the 
total  r(‘quested  in  such  applications  which  are  made  by  institutions  in  a State 
is  less  tlrnn  the  amount  of  the  allotment  of  such  State  available  for  such  pur- 
l)ose,  the  Commissioner  may  reallot  the  remaining  amount  from  time  to  time 
on  such  date  or  dates  as  the  Commissioner  may  fix,  to  other  States  in  propor- 
tion to  the  original  allotments  to  such  States  under  section  202  for  such  year. 
The  Federal  capital  contribution  to  an  institution  shall  be  paid  to  it  from  time 
to  time  in  such  installments  as  the  Commissioner  determines  will  not  result  in 
viunecessary  accumulations  in  the  student  loan  fund  established  under  its  agree- 
ment under  this  title. 

F'ederal  administration  of  the  appropriations  will  be  by  the  Commissioner 
of  Education.  He  will  make  regulations  concerning  the  student  loan  funds, 
allot  the  appropriations  to  the  resnective  States,  receive  applications  from  in- 
stitutions of  higher  education  for  Federal  contributions  to  their  loan  funds  and 
matching  loan  funds  needed,  make  agreements  with  the  institutions  on  the 
establishment  and  use  of  such  funds,  carry  on  the  necessary  financial  transac- 
tions, and  make  the  required  reports  to  Congress. 

Loans  to  students  will  be  limited  to  $1,000  a year  with  a maximum  total  of 
.S5.000  to  any  one  student.  They  must  be  made  reasonably  available  to  all 
eligible  needy  students.  The  institution,  in  making  loans,  must  give  special 
consideration  to  students  with  superior  academic  background  who  intend  to 
teach  in  elementary  and  secondary  schools  and  those  who  indicate  superior 
capacity  or  preparation  in  science,  mathematics,  engineering  or  modern  foreign 
language.  The  student  will  pay  interest  on  the  unpaid  balance  of  his  loan  at 
the  rate  of  3 percent  a year,  which  begins  1 year  after  he  leaves  college. 
Liabilitv  for  repayment  will  be  canceled  upon  the  death  or  total  and  permanent 
disability  of  the  borrower.  Not  to  exceed  50  percent  of  a loan  is  to  be  canceled 
for  service  as  a full-time  teacher  in  a public  elementary  or  secondary  school, 
at  the  rate  of  10  percent  of  the  unpaid  balance  on  the  first  day  of  such  service, 
for  each  academic  year  of  such  service. 

Institutional  responsihilities 

1.  Prepare ti on  and  submission  of  applications  for  Federal  capital  contributions 
for  an  institutional  student  loan  fund  (and  for  matching  funds  if  necessary) 
for  re'^dew  bv  the  Commissioner. 

2.  Establishment  of  student  loan  fund ; presumably  by  action  of  the  board  of 
trustees. 

3.  Provision  for  an  institutional  matching  appropriation  equal  to  at  least  10 
percent  of  the  total  loan  fund. 

4.  Processing  and  review  of  student  loan  applications. 

5.  Submission  of  periodic  reports  and  statements  of  the  loan  fund  operations 
to  the  Commisioner. 

6.  Preparation  and  maintenance  of  adequate  and  satisfactory  fiscal  controls 
and  accounting  procedures. 

7.  Investiment  of  unused  loan  funds  in  accordance  with  the  Commissioner’s 
regulations. 

8.  Compliance  with  conditions  and  requirements  prescribed  by  the  Commis- 
sioner of  Education. 

Office  of  Education  responsibilities 

The  principal  functions  of  the  Office  of  Education  in  connection  with  the  loan 
program  are  as  follows  : 

1.  Allotment  among  the  States  of  appropriation  for  Federal  capital  contribu- 
tions i-o  the  institutional  student  loan  funds. 

2.  Development  and  promulgation  of  regulations. 

3.  Negotiation  of  agreements  with  institutions  of  higher  education. 

4.  Renuired  professional  and  consultative  services  to  institutions  of  higher 
education. 
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5.  Program  analysis  of  loan  operations,  ; 

6.  Processing  of  necessary  financial  transactions. 

7.  Preparation  and  publication  of  the  annual  report,  , 

8.  Review  of  periodic  reports  of  operations. 

TOTAL  FUND  REQUIREMENTS 

Mr.  Thomas.  We  have  already  gone  into  your  item  of  $25  million 
and  under  your  OAvn  terms,  if  you  are  going  into  this  $25  million,  that 
will  not  satisfy  your  loan  funds  for  this  year.  You  say  it  takes  $82 
million  ? 

Dr.  Derthick.  We  are  not  convinced  of  that  yet  in  the  light  of  our  . 
present  experience.  We  think  that  some  of  the  institutions  have  over- 
ly estimated  their  needs,  not  deliberately,  but  because  of  lack  of  ex- 
perience. We  want  to  be  sure  that  we  are  not  over  appropriating  for 
this  program. 

Mr.  Thomas.  You  would  rather  underappropriate  than  overappro- 
priate  ? 

Dr.  Derthick.  No;  if  we  made  a mistake ^ 

Mr.  Thomas.  If  you  overappropriate,  the  money  stays  in  the  re- 
volving fund,  does  it  not  ? 

Dr.  Derthick.  That  is  true,  but  we  could  expect  to  come  back  if  we 
had  further  needs. 

Mr.  Thomas.  You  know  it  is  not  so  easy  to  get  back  in  here  again. 
We  let  people  in  here  one  time  and  after  that  one  time  it  is  not  so 
easy  to  get  back  in. 

Dr.  Derthick.  The  1960  money  will  be  available  pretty  soon  now, 
in  a very  few  months. 

Mr.  Thomas.  Do  you  want  to  stay  with  your  $25  million  ? 

Dr.  Derthick.  Yes,  sir. 

Mr.  Thomas.  No  more? 

Dr.  Derthick.  That  is  right. 

Mr.  Thomas.  If  it  is  not  enough,  who  will  suffer,  you  or  the  chil- 
dren ? 

Dr.  Derthick.  We  will  all  suffer  but  we  believe  that  that  is  a good 
amount. 

Mr.  Thomas.  How  are  you  going  to  suffer? 

Dr.  Derthick.  When  a child  suffers,  I suffer. 

Mr.  Thomas.  I see,  but  you  do  not  suffer  quite  as  hard  as  he  does, 
do  you  ? 

Dr.  Derthick.  It  is  a pretty  big  responsibility  and  something  we 
have  been  debating  for  months. 

Mr.  Thomas.  You  could  have  helped  us  just  a little  bit  more.  We 
do  not  want  to  fuss  at  you  and  you  do  have  a good  justification,  but 
I am  looking  at  your  green  sheets  and  where  is  your  second  program  ? 
Where  does  it  begin  ? 

Mr.  Hughes.  Page  14,  Mr.  Chairman. 

ALLOTMENT  OF  FUNDS  BY  STA'TES 

Mr.  Thomas.  Before  we  do  that,  let  us  put  in  the  tables  on  pages  12 
and  13  in  the  record  where  you  show  how  your  loan  fund  is  going  to 
be  divided. 

We  perhaps  should  put  in  page  14  at  this  point,  too. 

(The  material  referred  to  follows:) 


526 


National  Defense  Education  Act  of  1958  (Public  Law  864,  85th  Cong., 

2d  Sess.) 

Allotments  hy  States  {including  outlying  parts  of  the  United  States)  under  title  II, 
for  loans  to  students  in  institutions  of  higher  education  {fiscal  year  ending  June  30, 
1959) 


State 


A«?Krei?ate  United  States 

Continental  United  States 

Alabama 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Idaho 

Illinois... 

Indiana 

Iowa. 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

M assachusetts. 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

District  of  Columbia 

Outlying  parts  of  the  United  States. 

Alaska 

Canal  Zone 

Guam 

Hawaii 

Puerto  Rico 

Virgin  Islands 


Allotment 
under  initial 
appropriation 

Allotment 
under  supple 
mental 
estimate 

Total 
allotment 
requested 
for  fiscal 
year  1959 

$6, 000, 000 

$24, 500, 000 

$30,  500, 000 

5,  950, 085 

24,  296, 181 

30,  246,  266 

88,  625 

361,  887 

450,  512 

39,  705 

162, 130 

201,  835 

47,  553 

194, 175 

241,  728 

571,  699 

2, 334, 439 

2,906,138 

81, 116 

331,  223 

412, 339 

83,  211 

339,  777 

422, 988 

11,  657 

47,  598 

59,  255 

106,  456 

434,  694 

541, 150 

98,  2^0 

401,  349 

499, 639 

22.  810 

93, 141 

115,  951 

305,  718 

1,  248, 348 

1, 554, 066 

174, 357 

711,  959 

886, 316 

113,  971 

465,  381 

579, 352 

97, 508 

398, 157 

495,  665 

77,  472 

316, 344 

393,  816 

105, 125 

429,  262 

534, 387 

22,  858 

93, 339 

116, 197 

81,  525 

332,  894 

414, 419 

249,  680 

1,  019,  528 

1,  269,  208 

255,  618 

1,  043,  774 

1,  299, 392 

135, 149 

551, 860 

687,  009 

65,  719 

268, 351 

334, 070 

142,  068 

580,  no 

722, 178 

23,  549 

96, 159 

119,  708 

57,  263 

233, 822 

291, 085 

4,  363 

17, 816 

22, 179 

24,  655 

100,  674 

125, 329 

107,  448 

438,  745 

546, 193 

24, 987 

102,  032 

127, 019 

623,  442 

2,  545,  721 

3, 169, 163 

138,  216 

564,  384 

702,  600 

25,  249 

103. 100 

128, 349 

273.  764 

1, 117,  869 

1,  391,  633 

no,  097 

449,  562 

559,  659 

73.  393 

299,  688 

373, 081 

354, 192 

1,  446,  283 

1, 800,  475 

31,  755 

129,  667 

161. 422 

65, 687 

268,  224 

333,  911 

27,  375 

111,  781 

139, 156 

no.  227 

450, 096 

560, 323 

344,  690 

1, 407,  483 

1,  752, 173 

60,  460 

246,  879 

307, 339 

20, 016 

81,  732 

101,  748 

96,624 

394,  547 

491, 171 

105,  572 

431, 084 

536,  656 

52,  806 

215,  623 

268,  429 

135,  462 

553, 137 

688,  599 

9,  627 

39,  311 

48,  938 

71,  276 

291, 042 

362,  318 

49,  915 

203,  819 

253,  734 

1.  347 

5,  501 

6,  848 

432 

1,  764 

2,196 

171 

696 

867 

14, 465 

59, 065 

73,  530 

33,  500 

136.  793 

170,  293 

Science,  Mathematics  and  Foreign  Language  Instruction 

Mr.  Thomas.  The  next  program  is  science,  mathematics  and  foreign 
language  instruction. 
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ACQUISITION  OF  EQUIPMENT  AND  MINOR  REMODELING 

You  are  asking  for  $32,560,000.  That  is  a grant? 

Dr.  Derthick.  Yes,  sir;  it  is  matching  and  the  money  may  be 
carried  over  a second  year. 

Mr.  Thomas.  That  is  right,  and  you  pay  half  of  the  bill  and  the 
local  institutions  pay  the  other  half  ? 

Dr.  Derthick.  Or  the  State. 

Mr.  Thomas.  What  is  the  total  authorization  for  this  year  ? 

Dr.  Derthick.  $70  million  for  grants  and  loans  and  $5  million  for 
State  supervision  of  instruction. 

Mr.  Thomas.  How  much  has  been  appropriated  already  ? 

Dr.  Derthick.  $20,350,000. 

Mr.  Thomas.  That  gives  us  a total  of  how  much  ? 

Dr.  Derthick.  $57,350,000  for  all  of  title  3. 

Mr.  Thomas.  That  is  very  well  set  out  in  your  tables  here  on  the 
pages  I just  mentioned. 

Let  us  put  in  pages  14  and  15. 

(The  pages  referred  to  follow :) 

2.  Science,  Mathematics  and  Foreign  Language  Instruction 

(a.)  Acquisition  of  equipment  and  minor  remodeling. — (i)  Grants  to  States 
Supplemental  estimate  for  fiscal  year  1959 $32,  560,  000 

JUSTIFICATION  OF  ESTIMATE 

Purpose  and  scope  of  activity 

This  activity  provides  grants  to  States  for  {a)  the  acquisition  of  special 
equipment  for  use  in  providing  education  in  science,  mathematics,  and  foreign 
languages  in  public  elementary  and  secondary  schools  and  ( 6 ) minor  remodeling 
of  laboratory  and  other  space  for  the  use  of  such  equipment. 

Funds  authorized  and  distribution  formula 

Public  Law  85-864  authorizes  $70  million  per  year  for  fiscal  years  1959-62 
for  both  this  activity  and  for  loans  to  nonprofit  private  schools  for  the  same 
purpose.  The  total  estimated  requirements  for  fiscal  year  1959  amount  to  $56 
million.  The  proposed  utilization  of  the  total  requested  for  both  activities  for 
fiscal  year  1956  is  outlined  as  follows : 


Fiscal  year  1959 

Interim  appropriation : 

Allotments  promulgated  by  Commissioner  ; 

(a)  For  grants  to  States $16,720,000 

( b ) For  loans  to  nonprofit,  private  schools  ( must  be  12  per- 
cent of  total  amount  authorized  for  grants  and  loans ) _ 2,  280,  000 


Total,  interim  appropriation 19,  000,  000 


Supplemental  appropriations  requested,  1959 : 

Proposed  allotments : 

, (a)  For  grants  to  States 32,560,000 

( b ) For  loans  to  nonprofit,  private  schools 4,  440,  000 


Total,  supplemental  request,  1959 37, 000, 000 


Total,  estimated  appropriations,  1959 56, 000,  000 

Grants  to  States 


Two  percent  of  the  appropriated  amount  for  each  year  is  reserved  by  the 
Commissioner  to  make  payments  to  the  Territories  and  possessions,  and  12  per- 
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« IS  i-(‘sorv(Hl  for  loans  to  nonprofit  private  schools;  State  allotments  are 
(lef(*nninod  on  the  basis  of  a formula  refiecting  relative  school-age  populations 
of  the  States  and  the  relative  income  per  school-age  child.  Under  a State’s 
plan,  its  allotment  would  be  used  to  pay  one-half  of  the  expenditures  for  approved 
State  plan  programs, 

Evulcyxcc  of  need 

Triadecpiate  laboratory  facilities,  equipment,  and  teaching  aids  are  common 
d(‘t(>rrents  to  effective  teaching  in  science,  mathematics,  and  foreign  languages. 

Studies  indicate  that  not  more  than  one  secondary  school  in  five  has  rooms 
{idf‘qnately  equipped  for  science  teaching  and  that  the  most  common  problems 
aff^H-ting  science  teaching,  other  than  a shortage  of  competent  teachers,  are 
physical  facilities  and  equipment.  Although  there  have  been  slight  increases 
recently  in  the  number  of  pupils  studying  science,  program  trends  indicate  a 
decreasing  emphasis  on  laboratory  experimentation  by  students.  Improved 
laboratory  equipment  and  facilities  should  provide  a stimulus  for  tbe  reversal 
of  this  trend, 

A survey  of  high  school  mathematics  teachers  emphasized  the  need  for  such 
equipment  as  mathematical  models,  graph  boards,  filmstrips,  and  so  forth. 

The  conventional  classroom  does  not  provide  adequately  for  the  systematic 
oral  practice  which  is  essential  in  learning  to  speak  a second  language.  Schools 
which  have  electronic  equipment  for  developing  aural-oral  skills  enthusiastically 
recommend  in  favor  of  the  language  laboratory. 

A survey  for  the  school  year  1957-58  revealed  that  only  60  high  schools  have 
laboratory  equipment  for  drill  in  bearing  and  speaking  tbe  foreign  language 
offered.  Such  equipment  should  be  as  much  a part  of  good  school  facilities  as 
the  typing  room,  machine  shop,  or  home  economics  room.  An  essential  objective 
of  foreign  language  study  in  today’s  world  is  a high  level  of  competence  in 
understanding  the  spoken  language  and  in  speaking. 

State  responsibilities 

Any  State  which  desires  to  receive  payments  under  this  activity  submits 
to  the  Commissioner  of  Education  its  State  plan  setting  forth  principally  (1)  a 
I)rogram  under  which  funds  paid  to  the  State  from  its  allotment  will  be  expended 
solely  for  local  elementary  and/or  secondary  school  projects,  approved  by  the 
State  educational  agency  for  acquisition  of  laboratory  and  other  special  equip- 
ment, including  audiovisual  materials  and  equipment  and  printed  materials 
(other  than  textbooks),  suitable  for  use  in  providing  education  in  science, 
mathematics,  or  modern  foreign  languages,  and  for  minor  remodeling  of  labora- 
tory and  other  space  used  for  such  materials  or  equipment;  (2)  principles  for 
determining  the  priority  of  such  projects  in  the  State  for  assistance  under  this 
title  and  provision  for  undertaking  such  projects,  insofar  as  financial  resources 
are  available. 

REQUESTS  FROM  STATES  FOR  GRANTS 

Mr.  Thomas.  What  has  been  the  total  amount  of  the  requests  made 
to  date  for  this  matching^  fund  ? 

Dr.  Derthick.  We  had  32  final  State  plans  in  plus  some  tentative 
plans. 

Do  you  have  that  Dr.  Ludin^on  ? 

Do  you  have  the  total  amount  to  date  on  this?  This  carries  over  a 
second  year  and  it  is  pretty  complicated.  The  States  are  working 
hard  on  their  plans. 

Mr.  Thomas.  You  have  a figure  here  of  $61.6  million. 

Dr.  Derthick.  That  is  authorized  for  equipment. 

This  $70  million  is  broken  down  as  follows : 

$61.6  million  for  equipment 

Mr.  Thomas.  I know  that.  I am  asking  you  now  what  has  been  the 
total  amount  of  requests  from  States  ? What  do  you  think  that  will 
be  for  this  matching  grant  ? ^ ^ 

I havA  a figure  here  of  $61.6  million  to  date. 

Mr.  Hughes.  That  is  the  authorization  for  the  grants  to  States. 
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Mr.  Thomas.  That  is  right,  but  what  has  been  the  amount  re- 
quested so  far  ? 

Mr.  Hughes.  We  will  insert  an  exact  figure  in  the  record  later. 
(The  following  information  was  subsequently  supplied:) 
Requirements  for  53  States  which  have  shown  intent  to  submit 


plans  Tinder  title  3,  fiscal  year  1959 $55,423,  738 

Requirements  for  43  States  which  have  thus  far  submitted  tentative 

or  final  plans  under  title  3,  fiscal  year  1959 52,  010,  358 


Mr.  Thomas.  Give  me  your  best  guess  now.  I do  not  find  it  here. 
Is  it  set  out  here  ? 

Dr.  Ludington.  $7,521,000  to  date  has  been  certified. 

Mr.  Thomas.  I want  to  know  the  requests  not  approved. 

Dr.  Ludington.  By  State  estimates,  that  is  $55,423,000. 

Mr.  Thomas.  Please  insert  in  the  record  a list  of  the  States  and 
their  requests  that  make  up  this  item  of  $55,400,000. 

(The  following  information  was  supplied  for  the  record:) 


Allotments  and  requirements  of  States  under  title  III  of  the  National  Defense 

Education  Act  of  1958,  fiscal  year  1959 


State 

Allotment 
of  initial 
appropriation 

Revised 

allotment 

including 

supplemental 

Estimated  re- 
quirements for 
States  reporting 
intention  to 
participate 

Estimated  re 
quire ments  for 
States  submit- 
ting final  or 
tentative  plans 

Aggregate  United  States 

$18, 070, 000 

$50,  630, 000 

$55,  423,  738 

$52, 010, 358 

Continental  United  States 

17,  663, 000 

49,  483, 000 

55, 100, 738 

51,  900, 358 

Alabama...  

506, 075 

1, 448,  890 

1,  805,  631 

1,  805,  631 

Arizona  

164, 099 

444,  712 

152, 000 

Arkansas ..  . -- 

286,  565 

805,  665 

286,  565 

286,  565 

California..  . . 

898,  845 

2,  503,  845 

3, 399,  480 

3,  399,  480 

Colorado  . ..  - 

188,  833 

517,  613 

669,  554 

669,  554 

Connecticut . ... 

154, 137 

415,  350 

539. 188 

539, 188 

Delaware  ..  . 

45,  913 

96,  376 

45,  913 

45,  913 

Florida . ..  ..L.._  . . . 

392.  920 

1, 115,  983 

1,  473, 066 

1,  473, 066 

Georgia ..  . 

587, 042 

1,  680,  695 

2, 192,  748 

2, 192,  748 

Idaho  . 

111.170 

288,  712 

356,  586 

356,  586 

Illinois  -.  ...  - . ... 

642, 202 

1,790,  776 

2, 427, 726 

2,427,726 

Indiana...  . . . 

462, 097 

1,  310, 126 

1,  631, 002 

1,  631, 002 

Iowa.  . ...  --  .. 

324,  414 

917,  219 

1, 162,  523 

1, 162,  523 

Kansas ..  _.  . 

235,  328 

654,  651 

833, 313 

833, 313 

Kentucky..  ...  . 

468,  566 

1,341,503 

1,750, 214 

1,  750,  214 

Louisiana .......  ..  ...  . . 

473,  326 

1,  355, 130 

473, 326 

473, 326 

Maine..  ... 

130,  240 

344,  918 

433,  491 

433, 491 

Maryland  . ...  ... 

272,  681 

764,  744 

950, 931 

950, 931 

Massachusetts ....  . . ... 

352, 912 

989,  574 

1, 259,  733 

1,  259,  733 

Michigan.  ...  . 

718, 192 

2, 027, 156 

2,  575, 185 

2,  575, 185 

Minnesota.  ....  . ..  

386,  287 

1,  099,  584 

1,  394,  480 

1,  394, 480 

Mississinpi... ..  .. 

363,  458 

1, 032,  298 

1,  285,  373 

Missouri  ... . . 

395,  589 

1;  120, 3«2 

' 123, 3Q8 

123, 398 

Montana _ 

94,  937 

240, 867 

120, 000 

120, 000 

Nebraska..  ........  . . . 

172, 036 

468, 106 

600. 270 

600. 2“0 

Nevada.  . ..  ...........  . ... 

35, 951 

67, 014 

78, 767 

78, 767 

New  Hampshire..  ....... 

76, 038 

18.5, 166 

174. 843 

174, 843 

New  Jersey  . ..  ...  _ 

358, 106 

997,  547 

1,  228, 007 

New  Mexico  ....  ....  ... 

151;  001 

406;  109 

'511,485 

511, 485 

New  York.  . .... 

1, 014,  692 

2, 826, 551 

3,837, 618 

3,837,618 

North  Carolina..  .... 

697,  782 

1, 997, 744 

2, 559, 388 

2,  559, 388 

North  Dakota ...... 

113,  409 

295,  .310 

364.137 

364, 137 

Ohio..  .....  . 

796,  693 

2,  245,  214 

2, 790,  446 

2,  790,  446 

Oklahoma ....  . . 

306.  437 

864, 237 

1,115, 296 

1,115,296 

Oregon...  ...  

190, 362 

522,120 

552, 292 

552,  292 

Pennsylvania  . 

1,001,295 

2, 831,  421 

3,  761, 425 

3, 761, 425 

Rhode  Island ...  . . ....... 

82, 122 

203,  095 

80, 000 

South  Carolina ...  

399;  915 

1, 139;  748 

1,  424;  685 

1,  424,  685 

South  Dakota..  .. 

116,  262 

303,  721 

375, 849 

375, 849 

Tennessee . . . 

517, 382 

1,481,260 

1, 845, 971 

1, 845, 971 

Texas.  ..  ... 

1, 168,  6.38 

3,  332,  985 

4, 194,  710 

4, 194,  710 

Utah 

143,  628 

384, 377 

475,  471 

475,  471 

Vermont 

66, 350 

156,  610 

135, 000 
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Allotments  and  requirements  of  States  under  title  III  of  the  National  Defense 
Education  Act  of  1958,  fiscal  year  1959 — Continued 


State 


Viruinia 

Washington 

West  VirRinia... - 

Wisconsin 

Wyominp  

District  of  Columbia 

Outlying  parts  of  the  United  States 

Alaska 

Canal  Zone 

Ouam 

Hawaii 

Puerto  Rico 

Virgin  Islands 


Allotment 
of  initial 
appropriation 

Revised 

allotment 

including 

supplemental 

Estimated  re- 
quirements for 
States  reporting 
intention  to 
participate 

Estimated  re- 
quirements for 
States  submit- 
ting final  or 
tentative  plans 

$489,  577 

$1, 397, 752 

(0 

(1) 

261,  284 

731, 152 

$276, 000 

$276, 000 

319, 031 

901, 354 

875,  652 

875, 652 

415,  448 

1, 180, 321 

320, 000 

55,  286 

124, 000 

150, 000 

150, 000 

58,  447 

133, 317 

32, 000 

32,000 

407, 000 

1, 147, 000 

323, 000 

110, 000 

19, 000 

49, 000 

19,000 

19, 000 

49, 000 

(1) 

0) 

19, 000 

49, 000 

60, 000 

52, 994 

147, 919 

110, 000 

110, 000 

278, 006 

803, 081 

130,  COO 

19, 000 

49,000 

4,000 

* No  report.  * Ineligible. 


TOTAL  FUND  REQUIREMENTS 


Mr.  Thomas.  You  will  have  $56  million? 

Dr.  Derthick.  $57,350,000. 

Mr.  Thomas.  I have  a total  estimated  appropriation  for  1959  of 
$56  million. 

Dr.  Derthick.  That  is  ri^ht.  That  includes  grants  and  loans, 
but  $1,350,000  is  for  grants  to  the  States  for  supervision  and  admin- 
istration, and  that  makes  the  total  I gave  you. 

Mr.  Thomas.  That  is  $1.5  million  for  supervision.  The  total 
amount  requested  so  far  is  $55,400,000,  as  of  what  date? 

Dr.  Ludington.  February  24.  That  does  not  include  the  State 
of  Virginia. 

Mr.  Thomas.  What  do  you  think  it  will  be  for  the  entire  needs? 
Are  you  still  getting  plans  ? 

Dr.  Derthick.  We  are  still  receiving  plans. 

Mr.  Thomas.  Up  until  a week  or  10  days  ago  you  had  requests 
of  $55,400,000  for  matching  funds  for  equipment. 

What  do  you  think  the  entire  figure  will  be  for  the  entire  fiscal 
year  1959? 

IMr.  Kelly.  Mr.  Chairman,  this  estimated  $55  million  included 
all  but  one  State. 

I would  like  to  call  your  attention  to  the  fact  that  this  only  relates 
to  grants  to  States,  not  to  the  total  $56  million.  The  $49,280,000 
related  to  grants  to  States.  That  does  not  cover  the  request  for 
nonprofit  private  schools  that  are  authorized  to  request  loans  for 
equipment. 

Mr.  Thomas.  The  grant  figure  does  not  cover  the  nonprofit  private 
schools  ? 

Mr.  Kelly.  Ko,  sir ; it  excludes  loans. 

Mr.  Thomas.  T^at  is  that  figure,  $3.5  million  ? 

Dr.  Derthick.  The  loan  figure  is  $2,280,000  appropriated,  $4,480,000 
in  addition  is  requested,  for  a total  of  $6,720,000. 

Mr.  Thomas.  That  is  a part  of  the  program;  $2,280,000  has  been 
appropriated  heretofore  and  now  you  want  to  increase  that  by 
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$4,480,000.  That  bears  what  rate  of  interest?  There  is  no  grant  in 
it  and  that  is  for  private,  nonprofit  schools  ? 

Mr.  KjELLY.  Yes,  sir. 

The  rate  of  interest  is  3%  percent. 

National  Defense  Fellowships 
Mr.  Thomas.  What  is  your  next  program  ? 

Dr.  Derthick.  National  defense  fellowships  which  begins  on 
page  25. 

Mr.  Thomas.  Let  us  put  in  pages  25  to  28,  inclusive, 

(The  pages  referred  to  follow:) 

3.  National  Defense  Fellowships 

Supplemental  estimate  for  fiscal  year  1959 $4,  500,  000 

JUSTIFICATION  OF  ESTIMATE 

Purpose  and  scope  of  activity 

The  National  Defense  Education  Act  in  title  IV  provides  for  the  expansion 
of  graduate  education.  The  aid-to-graduate  education  will  consist  of  payments 
to  a number  of  institutions  of  higher  education  to  expand  their  graduate  pro- 
grams and  to  initiate  new  programs.  Fellowships  will  be  awarded  by  the  Com- 
missioner to  students  enrolled  in  these  programs. 

Funds  authorized 

The  aid-to-graduate  education  is  intended  for  new  programs  and  expansions 
of  existing  programs  which  further  the  objective  of  graduate  training  of  college 
and  university  level  teachers  and  of  promoting  a wider  geographical  distribution 
of  facilities  for  such  training.  The  law  authorizes : 

1.  During  fiscal  year  1959,  1,000  fellowships  to  graduate  students  and  1,500 
additional  fellowships  during  each  of  3 succeeding  years,  each  fellowship  to  be 
for  a period  not  exceeding  3 years.  A fellowship  will  carry  a stipend  of  $2,000 
for  the  first  year,  $2,200  for  the  second  year,  and  $2,400  for  the  third  year,  plus 
an  additional  amount  of  $400  for  each  dependent  each  year.  It  is  estimated  that 
the  average  stipend  for  the  fellowships  will  amount  to  $3,000  for  continuation 
fellows  and  $2,800  for  new  fellows  in  the  fiscal  year  1960. 

2.  Payments  to  institutions  that  enroll  the  holders  of  fellowships,  not  more 
than  $2,500  each  academic  year,  as  the  Commissioner  of  Education  may  deter- 
mine to  constitute  that  portion  of  the  cost  of  the  new  graduate  programs  or  the 
expansion  of  an  existing  graduate  program  which  the  student  is  pursuing,  which 
is  reasonably  attributable  to  the  holder  of  the  fellowship.  It  is  estimated  that 
the  payments  to  the  institutions  for  each  fellowship  holder  will  be  $2,500  in 
the  fiscal  year  1959. 

Institutional  responsibilities 

An  institution  wishing  to  participate  in  the  aid-for-graduate  education  submits 
to  the  Commissioner  of  Education  a plan  for  a new  program  or  the  expansion 
of  an  existing  program,  including  the  number  of  fellowships  to  be  awarded  and 
the  cost  of  the  new  program  or  the  expansion  of  its  existing  program  which  is 
attributable  to  each  fellowship  holder.  The  institution  provides  instruction  and 
necessary  equipment,  nominates  the  fellows,  and  makes  the  required  reports  on 
its  operations. 

Office  of  Education  responsibilities 

The  Oflice  of  Education  provides  regulations  and  instructions  for  the  guidance 
of  the  institutions,  approves  criteria  for  approving  programs  and  for  awarding 
fellowships,  receives  and  reviews  applications  for  funds,  makes  payments  to 
institutions,  and  gives  general  direction  and  supervision  to  the  administration 
of  title  IV.  An  advisory  committee  composed  of  outstanding  experts  in  the 
field  of  graduate  education  will  advise  the  Commissioner  on  the  merits  of 
the  programs  proposed  and  on  needed  geographical  distribution  of  facilities  for 
graduate  education. 
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Evidence  of  need 

niH‘  ^r(‘at  iu‘0(l  of  tlie  Nation  is  for  increasing  the  numbers  of  highly  trained 
IxM  soMs  i)ro(luc(*(i  l)y  the  graduate  schools  of  the  colleges  and  universities.  There 
is  a special  need  to  increase  the  graduates  to  meet  the  critical  shortage  of 
t(‘aeli(‘rs  in  the  colleges  and  universities  today.  The  number  of  persons  with 
the  (I(‘gr(‘e  of  doctor  of  philosophy  (the  standard  degree  for  college  teachers) 
win.  enter  t(‘aching  is  decreasing,  with  serious  results  to  the  instruction  in 
the  institutions.  For  example,  a recent  study  reported  by  the  National  Educa- 
tion Association  found  that  among  829  colleges  and  universities  in  1956,  a total 
of  1,196  t(*aching  positions  remained  unfilled.  In  1953-54,  40  percent  of  all 
colh'ge  teachers  held  doctoral  degrees,  but  in  this  same  year  only  31  percent 
of  new  college  teachers  had  such  degrees.  Three  years  later  this  figure  has 
dropped  to  23  percent,  which  represented  a serious  loss  indeed.  The  number 
of  p(‘rsons  being  graduated  with  doctoral  degrees,  all  too  few  to  meet  the 
(hanand  for  them,  is  eroded  away  and  drained  off  into  other  fields  of  work 
than  teaching. 

Only  some  160  institutions  of  higher  education  now  confer  earned  doctoral 
degrees.  About  60  of  these  confer  fewer  than  10  degrees  each,  while  between 
25  and  30  award  more  than  100  each.  To  be  more  specific  about  the  Ph.  D.  bottle 
neck,  in  195C>-57  5 universities  awarded  22  percent  of  all  the  country’s  Ph.  D.’s, 
10  accounted  for  38  percent,  15  for  47  percent,  and  20  for  55  percent. 

Tims,  there  are  leH  about  75  institutions  conferring  between  10  and  100  de- 
grees. These  75  provide  a considerable  potential  for  sharply  increasing  the 
output  of  graduate  doctoral  degrees.  With  some  financial  assistance  to  these 
institutions  and  financial  aid  to  graduate  students,  graduate  education  in  these 
institutions  could  be  materially  expanded.  Further,  with  help  a number  of  in- 
stitutions now  conferring  master’s  degrees  could  move  up  into  the  Ph.  D.  field. 

On  November  10,  a general  letter  of  information  on  the  program  was  sent  to 
all  college  and  university  presidents  asking  them  to  state  how  many  programs 
and  fellowships  they  were  considering  proposing  for  approval.  Applications 
were  received  December  31,  1958,  from  169  institutions  (in  1957-58  about  165 
institutions  awarded  the  Ph.  D.).  These  proposals  of  new  or  expanded  pro- 
grams in  graduate  schools  amounted  to  1,040,  involving  6,000  fellowships.  A 
12-man  committee  of  distinguished  scholars  reviewed  these  proposals  and,  out 
of  the  many  approvable  provisions  submitted,  recommended  approval  by  the 
Commissioner  of  277  programs  which  would  use  1,000  fellowships.  Many  will 
deal  with  frontiers  of  knowledge  in  physics  and  chemistry,  some  with  basic  liberal 
disciplines  such  as  history,  literature,  and  philosophy,  while  others  recognize 
local  needs  such  as  watershed  management,  petroleum  geology,  etc.  All  renre- 
sent  the  need  and  capacity  to  produce  college  teachers  in  many  diverse  and  im- 
portant fields  and  in  a balance  and  proportion  suited  to  the  country’s  all-around 
needs. 

Program  accomplishments  and  needs  in  1959 

An  initial  appropriation  of  $800,000  was  made  available  for  fiscal  year  1959 
to  begin  the  graduate  fellowship  program.  The  Office  of  Education  held  a series 
of  conferences  with  deans  of  graduate  schools,  members  of  National  Educational 
Associations,  and  other  leaders  in  the  field  of  graduate  education  to  develop 
fundamental  principles  and  procedures  to  implement  the  law.  Regulations  are 
being  issued  and  applications  and  instructions  were  sent  on  December  1,  1958, 
to  eligible  institutions.  An  advisory  committee  to  advise  and  consult  on  pro- 
posed institutional  programs  was  established  under  the  Commissioner’s  authority. 

By  December  31,  1958,  169  colleges  and  universities  had  submitted  1,039  de- 
tailed proposals  for  new  graduate  programs  or  for  the  expansion  of  programs 
already  in  operation.  The  advisory  committee  assisted  in  the  review  of  the 
applications  and  recommended  programs  for  approval.  Letters  of  award  on 
the  160  fellowships  which  can  be  financed  from  the  $800,000  currently  available 
will  be  mailed  out  to  48  institutions  in  the  first  week  in  February. 

Although  1.000  fellowships  have  been  authorized  in  the  law  and  a substantial 
number  of  programs  (over  300)  have  been  found  distinctly  approvable  from 
those  submitted  by  the  169  institutions,  only  160  fellowships  can  be  financed 
at  this  time. from  the  $800,000  currently  available  in  fiscal  year  1959.  A supnle- 
mental  appropriation  request  is  herewith  submitted  in  the  amount  of  $4.5 
million  to  provide  the  remaining  840  fellowships  authorized  in  the  law. 

These  sums  will  be  obligated  in  the  current  fiscal  year  with  respect  to  the  costs 
to  be  incurred  by  the  institutions  in  carrying  out  the  programs  during  the  suc- 
ceeding fiscal  year.  Fellowships  will  be  awarded  for  periods  not  in  excess 
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of  3 academic  years,  but  payments  for  succeeding  fiscal  years  will  be  subject 
to  the  availability  of  funds.  Fellowships  are  awarded  by  institutions  in  the 
spring,  usually  April,  preceding  the  academic  year  in  which  they  will  be  used 
by  the  recipients  and  such  an  arrangement  will  be  followed  for  the  fellowships 
provided  in  accordance  with  the  act.  Thus,  it  is  important  that  funds  be  pro- 
vided in  fiscal  year  1959,  so  that  selections  can  be  made,  institutional  programs 
can  be  arranged,  and  awards  granted,  to  assure  operation  of  the  program  in  the 
ensuing  year. 

Under  the  generally  accepted  policy,  the  Association  of  Graduate  Schools 
offers  fellowships  around  April  1,  and  require  the  student  to  accept  or  decline  a 
specific  award  by  April  15.  In  order  that  the  new  national  defense  fellowship 
program  be  properly  geared  into  accepted  academic  practices,  it  is  desirable 
that  funds  be  available  for  the  remaining  840  fellowships  as  early  as  possible. 

Explanation  of  requirements 

It  is  essential  that  supplemental  funds  be  appropriated  in  this  fiscal  year  to 
enable  the  Commissioner  to  award  the  fellowships  which  will  be  effective  the 
next  academic  year.  A supplemental  appropriation  of  $4,500,00  is  requested 
for  fiscal  year  1959  which  will  be  utilized  as  follows  : 

'Neic  fellowships 


850  new  fellowships  at  average  of  $2,800  each $2,  380,  000 

Institutional  administrative  costs  attributed  to  850  fellows  at  aver- 
age of  about  $2,500  each 2, 120,  000 


Total  request 4,  500,  000 


Mr.  Thomas.  I have  a note  here  where  you  multiply  5,300  by  $1,000 
and  it  comes  out  $5.3  million. 

I see  that  you  have  a pretty  expensive  program. 

It  is  all  grants,  no  loans. 

The  grants  to  the  fellow  come  to  about  $2,800  per  year.  The  uni- 
versity he  goes  to  gets  $2,500  per  year  and  you  want  a thousand  fel- 
lowships and  $4.5  million  ? 

Dr.  Derthick.  That  is  correct;  exactly  right. 

Mr.  Thomas.  Payments  to  institutions  that  enroll  the  holders  of 
fellowships,  not  more  than  $2,500  per  year  to  the  school. 

Dr.  Derthick.  That  is  to  help  the  school  cover  the  extra  costs  of 
taking  these  people. 

Mr.  Thomas.  You  are  not  helping  the  school^  you  are  paying  per- 
haps all  of  the  costs  plus  a little  bit  more,  are  you  not  ? 

Dr.  Derthick.  Our  figures  indicate  that  $2,500  will  not  cover  the 
actual  costs  to  the  institution. 

Mr.  Thomas.  Is  that  for  looking  toward  a Ph.  D ? 

Dr.  Derthick.  That  is  right,  looking  toward  the  upper  graduate 
level. 

I might  say  that  this  entire  program  is  ready  to  go  right  now  and 
for  the  initial  appropriation  we  awarded  150  fellowships  to  48  col- 
leges. We  have  a total  of  125  universities  involved  and  800  are  ready 
to  go  out  of  6,000  submitted. 

Mr.  Thomas.  I have  some  figures  here  that  show  you  need  840 
additional  fellowships. 

Dr.  Derthick.  Yes,  sir. 

Mr.  Thomas.  You  only  have  160  in  now  ? 

Dr.  Derthick.  It  is  actually  150  in  now  and  850  to  go.  Please  cor- 
rect that  figure. 

Mr.  Thomas.  How  many  schools  ? 
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Dr.  Dertiiick.  A total  number  of  participant  schools  for  the  1,000 
fellowships  authorized  would  be  125;  a total  number  of  schools  for 
the  150  now  approved  would  be  48. 

PROPOSED  FELLOWSHIPS 

Mr.  Thomas.  Put  in  the  record  at  this  point  a list  of  the  schools 
and  the  amount  of  money  and  the  amount  of  fellowships  for  each  one, 
by  States. 

Dr.  Derthick.  Yes,  sir. 

(The  information  follows :) 

Proposed  graduate  fellowships  title  IV,  National  Defense  Education  Act 

of  1958 


State 


Alabama. 

Arizona.. 

Arkansas- 

Califomla 


Colorado 


Connecticut 

Delaware 

District  of  Columbia 


Florida. 


Georgia. 


Hawaii. 
Idaho. - 
Illinois. 


Indiana 

Iowa 

Xansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 


Institution 


♦Alabama  Polytechnic  Institute 

University  of  Alabama 

♦University  of  Arizona 

♦University  of  Arkansas 

♦University  of  California  (Berkeley) 

University  of  California  (Davis) 

University  of  California  (Los  Angeles) . 

Claremont  Graduate  School 

Occidental  College 

University  of  Southern  California 

♦Stanford  University 

♦University  of  Colorado 

♦Colorado  State  University 

University  of  Denver 

University  of  Connecticut 

♦University  of  Delaware 

American  University 

♦Catholic  University 

♦Howard  University 

Georgetown  University 

George  Washington  University 

♦Florida  State  University 

University  of  Florida 

University  of  Miami 

♦Emory  University. 

Georgia  Institute  of  Technology 

University  of  Georgia 

♦University  of  Hawaii 

♦University  of  Idaho 

University  of  Chicago 

Illinois  Institute  of  Technology 

University  of  Illinois 

Loyola  University 

♦Northwestern  University 

South  Illinois  University 

♦University  of  Indiana 

Notre  Dame  University 

Purdue  University. 

♦State  University  of  Iowa 

Iowa  State  College 

♦Kansas  State  College 

University  of  Kansas 

♦University  of  Kentucky 

University  of  Louisville 

Louisiana  State  University 

♦Tulane  University 

University  of  Maine 

♦Johns  Hopkins  University 

University  of  Maryland 

Boston  University 

Brandeis  University 

University  of  Massachusetts 

Worcester  Polytechnic  Institute 

Massachusetts  Institute  of  Technology. 

♦University  of  Michigan 

Michigan  State  University 

Wayne  State  University 

University  of  Minnesota 

Mississippi  State  College 

♦University  of  Mississippi 


Number  of 
fellowships 
to  be  awarded 


8 

11 

16 

12 

13 
2 

15 

9 

9 

8 

18 

12 

7 
5 

14 
5 
5 
2 

3 

5 

8 

20 

4 
7 
9 

7 

6 

8 

15 
8 

3 

13 

4 
8 

4 
20 

6 

7 

8 
2 
9 

14 
13 

2 

8 

19 

10 

9 

5 

7 

3 
10 

1 

4 

8 
9 
3 

17 

11 

11 
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Proposed  graduate  fellowships  title  IV,  National  Defense  Education  Act 

of  1958 — Continued 


state 

Institution 

Number  of 
fellowships 
to  be  awarded 

TVf 

*University  of  Missouri 

10 

*St.  Louis  University  

5 

Washington  University  

12 

A/TnntflTia 

*Montana  State  University.  

12 

"NTphraska 

University  of  Nebraska  

8 

7'Jfivnria. 

None  . 

"NT AW  TTfrmn.<?hirp 

..  do  . . - 

IVp.w  Jprspv 

Rutgers  University.  

9 

Stevens  Institute  of  Technology 

3 

"NTaw  IVfpYipn 

*New  Mexico  State  University 

5 

University  of  New  Mexico 

7 

"Mpw  Vnrlr 

Alfred  University ....  

4 

Brooklvn  Polytechnical  Institute 

8 

University  of  Buffalo  

3 

Cornell  University.  ..  . . . 

11 

New  School  for  Social  Research.  _ 

4 

*New  York  University ...  ...  

3 

Rensselaer  Polytechnical  Institutite 

1 

University  of  Rochester  

8 

Union  Theological  Seminary ^ 

6 

Columbia 

3 

North  Oaroliria 

*Duke  University. 

15 

North  Carolina  State  University 

15 

*University  of  North  Carolina  

13 

North  Dakota  . _ 

University  of  North  Dakota  . 

4 

*North  Dakota  Agricultural  College.. 

4 

Ohio  _ _ - - 

University  of  Cincinnati  

4 

Ohio  University  

10 

Western  Reserve  . ...  

3 

Oklahoma 

Oklahoma  State  University  

15 

♦University  of  Oklahoma  

12 

Oregon.  

Oregon  State  College...  ..  

6 

Oregon  State  College  and  Linfield  College  

3 

♦University  of  Oregon 

18 

Pennsylvania . 

Bryn  Mawr...  

3 

Carnegie  Institute  of  Technology 

5 

Dropsie  College ... 

3 

Lehigh  University 

1 

♦Pennsylvania  State  University 

8 

University  of  Pennsylvania 

11 

♦University  of  Pittsburgh.  

8 

Rhode  Tslaod 

♦University  of  Rhode  Island 

4 

Brown  University 

8 

South  Carolina 

Clemson _ 

8 

♦University  of  South  Carohna 

3 

South  Dakota 

South  Dakota  State  University 

4 

Temiessee 

♦Geo.  Peabody  Teachers  College.  

7 

University  of  Tennessee 

12 

♦Vanderbilt  University 

10 

Texas 

Baylor  University 

4 

Rice  Institute..  I 

5 

♦University  of  Texas 

10 

Texas  A.  ’&  M 

12 

University  of  Houston 

4 

Texas  Technological  College 

8 

Utah 

Brigham  Young  University 

1 

Unfversity  of  Utah... ' 

14 

♦Utah  State  University 

4 

Vermont 

♦University  of  Vermont  . 

5 

Virginia 

Virginia  Polytechnic  Institute 

9 

♦University  of  Virginia 

17 

Washington 

State  College  of  Washington  

7 

♦University  of  Washington 

20 

West  Virginia 

♦West  Virginia  University.  

4 

Wisconsin 

University  of  Wisconsin 

6 

Wyoming 

♦University  of  Wyoming.  

9 

Total  awards 

1,000 

♦Initial  fellowship  awards  approved. 


Dr.  Derthick.  We  have  one  of  the  most  urgent  problems  in  Ameri- 
can education  here. 
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?:XTENT  OF  PROGRAM 

^fr.  Thomas.  You  are  really  ^ettin^  your  foot  in  in  a bijr  way  in 
tli(‘  inatler  of  the  Federal  Government  going  into  the  field  of  edu- 
cation rigid  here. 

1.  Ono  tlionssuid  fellowships  to  graduate  students  during  fiscal  year  1959 
and  l..»00  additional  fellowships  during  each  of  3 succeeding  years,  each  fel- 
lowship to  he  for  a ])eriod  not  exceeding  8 years.  A fellowship  will  carry  a 
stipened  of  .$2,000  for  the  first  year,  .$2,200  for  the  second  year,  and  $2,400 
for  the  third  year,  plus  an  additional  amount  of  $400  for  each  dependent  each 
year.  It  is  estimated  that  the  average  stipened  for  the  fellowships  will  amount 
to  $3,000  for  continuation  fellows  and  $2,800  for  new  fellows  in  the  fiscal  vear 
1900. 

Let  me  read  a little  more  of  this : 

2.  Payments  to  institutions  that  enroll  the  holders  of  fellowships,  not  more 
than  $2,500  each  academic  year,  as  the  Commissioner  of  Education  may  deter- 
mine to  constitute  that  portion  of  the  cost  of  the  new  graduate  programs  or 
the  expansion  of  an  existing  graduate  program  which  the  student  is  pursuing, 
which  is  reasonably  attributable  to  the  holder  of  the  fellowship.  It  is  estimated 
that  the  payments  to  the  institution  for  each  fellowship  holder  will  be  $2,500 
in  the  fiscal  year  1959. 

That  is  the  outside  amount.  How  much  will  be  the  amount  that 
you  actually  are  going  to  pay? 

Dr.  Dertiiick,  $2,500  because  we  have  found  that  their  costs 
amount  to  considerably  more  than  $2,500. 

Mr.  Thomas  [reading]  : 

These  proposals  of  new  and  expended  programs  in  graduate  schools  amounted 
to  1,040  involving  6,000  fellowships.  A 12-man  committee  of  distinguished 
scholars  reviewed  these  proposals  and,  out  of  the  many  approvable  provi- 
sions submitted,  recommended  approval  by  the  Commissioner  of  277  programs 
which  would  use  1,000  fellowships.  * * * 

How  many  schools  are  involved  in  the  2Y7  programs  ? 

Dr.  Derthick.  125. 

Mr.  Thomas.  What  are  you  going  to  do  with  the  other  5,000  ? Are 
th.ey  qualified  and  are  you  going  to  select  them  ? 

Dr.  Derthick.  The  head  of  this  program  tells  us,  and  also  the 
advisory  committee,  that  these  candidates  are  of  excellent  quality. 
We  feel  that  when  we  take  1,000,  which  is  the  most  that  we  can  take 
out  of  the  6,000,  we  have  the  cream  of  the  crop. 

SELECTION  OF  CANDIDATES  FOR  LOANS 

Mr.  Thomas.  Who  is  doing  the  selecting  and  the  testing? 

Dr.  Derthick.  The  institutions,  of  course,  make  the  original  se- 
lections and  evaluations.  However,  they  send  their  papers  to  the 
advisory  committee,  ivhich  is  composed  of  distinguished  leaders  and 
they  review  them. 

Mr.  Thomas.  Here  in  the  central  office  or  where  ? 

Dr.  Derthick.  No;  these  people  are  from  the  institutions,  repre- 
sentative people,  and  they  come  here  to  Washington  and  hold  a meet- 
ing and  go  over  the  work  but  the  institutions  make  the  selections. 

Mr.  Thomas.  Do  you  have  any  control  over  it  ? Does  the  Depart- 
ment of  Education  have  any  control  over  it  ? 

Dr.  Derthick.  Over  the  nominations  for  this  program ; no,  sir. 

The  Commissioner  is  given  the  responsibility  for  final  approval 
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( 

but  the  Commissioner  is  goiiig  to  lean  on  all  of  these  institutions  that 
do  this  work  and  on  their  advisory  committee. 

Mr.  Thomas.  What  standards  did  you  set  up  for  the  institutions  ? 
Did  they  have  open,  competitive  examinations  that  they  gave  or  does 
this  Department  go  out  and  pick  its  favorite,  or  what  ? 

Dr.  Babbidge.  The  institution  assumes  the  responsibility  for  nomi- 
nating to  the  Commissioner  the  individuals  avIio  are  to  receive  the 
fellowships.  They  are  prohibited  from  applying  unreasonable  stand- 
ards in  the  selection  but  essentially  the  institutional  standards  would 

“ppiy-  . . ^ . 

Mr.  Thomas.  I imagine  your  confidence  is  not  going  to  be  betrayed 
one  time  in  a blue  moon.  They  are  going  to  pick  the  right  man. 

However,  the  human  equation  is  there  and  I imagine  you  are  going 
to  get  top  fellows. 

On  other  programs  Ave  knoAv  of  the  old  Princeton  board  set  the 
examination,  graded  the  papers,  and  they  passed  on  it. 

I do  not  know  whether  this  is  any  better  or  any  Avorse. 

Dr.  Derthick.  Just  a comment  on  this  program. 

Only  about  3,600  Ph.  D.’s  are  turned  out  each  year,  and  only  160 
institutions  haA^e  aA^ailable  programs  to  produce  Ph.  D.’s.  With  col- 
lege enrollments  doubling  in  the  next  10  years,  you  can  see  what  we 
are  up  against. 


GriDAXCE,  CoUXSELIXG  AXD  TeSTIXG 

Mr*  Thomas.  Next  is  “Guidance,  counseling,  and  testing.”  Let  us 
put  in  pages  29,  30  and  31  at  this  point. 

( The  pages  f ollpAv : ) 

4.  Guidance,  Counseling  and  Testing 

(a)  Grants  to  States 

Supplemental  estimates  for  fiscal  year  1959 $2,  000,  000 

justification  of  estimate 
Purpose  and  scope  of  activity 

This  activity  provides  grants  to  State  educational  agencies  to  assist  them  in 
establishing  and  maintaining  programs  of  testing,  guidance,  and  counseling  in 
public  secondary  schools. 

Funds  authorized  and  distribution  formula 

The  National  Defense  Education  Act  of  1958  authorizes  $15  million  per  year 
for  fiscal  years  1959-62  for  this  activity.  Funds  appropriated  for  fiscal  year 
1959  and  estimated  for  fiscal  year  1959  are  as  follows  : 


Interim  appropriation,  fiscal  year  1959 $5,  400,  000 

Supplemental  appropriation  requested,  fiscal  year  1959__ 2,  000,000 

Total,  estimated  appropriations,  fiscal  year  1959 7,  400,  000 


Funds  are  allotted  to  States  on  the  basis  of  the  school-age  population  in  each 
State  in  proportion  to  the  total  school-age  population  in  all  the  States.  There  is 
no  matching  requirement  for  fiscal  year  1959.  In  fiscal  years  1960-62,  funds  will 
be  distributed  on  a 50  percent  matching  basis.  In  those  States  where  the  State 
educational  agency  will  not  or  cannot  operate  a testing  program  for  the  testing 
of  such  students,  the  Oflice  of  Education  shall  arrange  for  the  testing  of  pupils 
in  private  secondary  schools.  The  cost  of  these  private  school  testing  programs 
shall  be  met  on  a 100  percent  basis  in  fiscal  year  1959  and  on  a 50  percent  match- 
ing basis  in  fiscal  years  1960-62,  out  of  each  State’s  allotment.  Reductions  in 
State  allotments  for  private  school  testing  programs  will  be  made  on  the  basis 
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of  private  secondary  school  enrollment  as  a percentage  of  statewide  secondary 
s<*hool  enrollment. 

Ei'idcnce  of  need 

Early  identification  of  the  abilities  of  students  provides  counselors,  teachers, 
parents,  and  the  students  themselves  with  information  essential  to  planning 
secondary  education  programs,  developing  further  educational  objectives,  and 
making  career  plans.  In  19.50,  only  32.4  percent  of  the  1,200,000  graduates  of 
liigh  schools  entered  college  in  the  fall  of  1950  while  an  additional  11  percent 
continued  their  education  on  a part-time  basis. 

One-lialf  of  the  high  school  graduates  who  stood  in  the  upper  half  of  their 
classes  did  not  go  on  to  college  on  a full-time  basis,  and  one-third  did  not  go  to 
college  at  all.  Of  students  ranking  in  the  upper  30  percent  of  high  school  gradu- 
ating classes,  40  percent  did  not  go  on  to  college  on  a full-time  basis,  and  1 in  5 
never  enrolled  in  college. 

It  is  estimated  that  not  more  than  one-half  the  high  school  students  in  the 
Nation  are  provided  with  the  services  of  a well-rounded  counseling  program. 
Contributing  to  this  situation  is  a severe  shortage  of  qualified  guidance  personnel. 
While  there  is  wide  variation  from  school  to  school  and  from  State  to  State  in 
the  distribution  of  counseling  personnel  employed,  in  the  extent  of  counselor 
preparation,  and  in  the  number  of  students  which  each  counselor  must  serve, 
altogether  the  Nation’s  schools  now  employ  approximately  26,000  counselors,  in- 
cluding both  full-time  and  part-time  personnel.  However,  in  terms  of  full-time 
equivalents,  there  are  only  approximately  11,000.  The  best  current  estimates  put 
the  need  at  approximately  15,000  additional  counselors  in  the  public  high  schools 
alone,  if  these  services  are  to  be  provided  adequately.  Yet,  in  1956,  only  about 
2..500  graduate  degrees  were  granted  by  institutions  of  higher  education  to  serve 
all  levels  of  education  in  guidance  and  personnel  work.  Also,  it  is  known  that 
not  all  of  these  entered  education  and  that  there  is  considerable  turnover  among 
counselors  in  secondary  schools.  The  present  yearly  supply  of  adequately  pre- 
pared counselors  is  little  more  than  enough  to  meet  current  replacement  needs. 

A total  of  41  States  employ  some  personnel  charged  with  leadership  and  super- 
visory responsibilities  in  the  fields  of  counseling  and  guidance.  However,  the 
State  departments  at  this  time  generally  are  not  staffed  sufficiently  to  provide 
the  professional  leadership,  consultative  services,  research,  and  publications 
which  are  required  to  promote  the  expansion  and  improvement  of  guidance  serv- 
ices in  the  local  schools  as  contemplated  in  the  enactment  of  Public  Law  85-864. 
The  41  State  programs  employ  a total  of  only  63  persons,  counting  both  full-time 
and  part-time  personnel,  who  are  responsible  for  giving  professional  leadership 
for  these  services.  A recent  survey  of  the  State  departments  indicated  that  the 
difficulty  in  providing  adequate  guidance  services,  at  both  the  .State  and  local 
levels,  is  attributed  to  inadequate  staff,  both  in  numbers  and  preparation,  and 
inadequate  financial  support  for  these  services. 

A majority  of  the  States  have  adopted  certification  standards  for  counselors 
and  guidance  personnel.  At  present  36  States,  3 Territories,  and  the  District  of 
Columbia  have  programs  of  counselor  certification,  33  of  which  are  mandatory 
and  7 optional.  In  a majority  of  the  States  these  standards  are  minimum.  Yet 
many  persons  providing  counseling  services  do  not  meet  the  minimums  for 
certification. 

State  responsibilities 

A State  which  desires  payments  under  this  activity  must  submit  a State  plan 
which  sets  forth — 

(a)  A secondary  school  testing  program  which  will  identify  students  with 
outstanding  aptitudes  and  abilities,  such  programs  to  include,  if  authorized 
by  law,  nonprofit  private  schools  as  well  as  public  schools ; 

{b)  A program  of  guidance  and  counseling  in  public  secondary  schools 
(1)  to  advise  students  of  courses  of  study  best  suited  to  their  abilities  and 
aptitudes  and  (2)  to  encourage  outstanding  students  to  prepare  for  and 
enter  institutions  of  higher  education. 

The  Commissioner  approves  any  State  plan  which  complies  with  the  provisions 
of  the  act  and  the  regulations  established  pursuant  to  it.  It  is  the  responsibility 
of  the  State  to  carry  out  the  plan  as  approved. 
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Office  of  Education  responsibilities 

Tlie  Office  of  Education  is  responsible  for — 

1.  Assistance  to  States  in  developing  appropriate  plans  for  implementing 
the  program ; 

2.  Review,  evaluation,  and  approval  of  State  plans  ; 

3.  Maintenance  of  records  and  reports  on  State  programs  of  testing 
and  guidance  services ; 

4.  Provision  of  professional  consultant  services  to  State  and  local  school 
systems  and  counselor  preparation  institutions. 

In  some  States  it  will  be  necessary  for  the  Office  of  Education  to  arrange  for 
the  testing  of  students  in  nonprofit  private  secondary  schools.  These  arrange- 
ments are  expected  to  involve  contracts  with  professional  testing  organizations. 

GRANTS  TO  STATES 

Mr.  Thomas.  Here  on  your  “Guidance,  counseling  and  testing, 
grants  to  States,”  you  say  that  is  $2  million  ? 

Dr.  Derthick.  Yes,  sir. 

Mr.  Thomas.  Do  the  States  absolutely  set  up  their  own  activities? 

Tell  us  about  this  program. 

Dr.  Derthick.  The  thing  we  are  concerned  about  here  is  the  great 
loss  of  our  bright  students  who  do  not  go  on  to  college.  Money  is  one 
factor  but  there  are  other  factors  and  the  one  most  pronounced  is  one 
of  lack  of  interest,  lack  of  understanding,  lack  of  family  concern. 

This  program  is  designed  to  help  identify  those  people  along  about 
the  seventh,  eighth,  or  ninth  grade,  and  then  to  provide  trained  coun- 
selors to  work  with  their  teachers,  their  principals,  and  their  families, 
and  with  them  in  a guidance  program  to  orient  them  toward  college 
and  get  them 

Mr.  Thomas.  ^Yho  lays  down  this  yardstick  ? 

Dr.  Derthick.  The  States. 

Mr.  Thomas.  Is  this  a grant  of  100  percent  to  the  States  ? 

Dr.  Derthick.  The  first  year  it  is,  but  after  that  it  is  matching  on 
a 50-50  basis. 

Mr.  THoyiAS.  Have  the  States  asked  for  this? 

Dr.  Derthick.  They  are  asking  for 

Mr.  Thomas.  You  have  been  in  the  school  business  a long  time. 
Why  have  we  not  had  it  before  ? 

Dr.  Derthick.  It  is  a very  sad  thing  that  we  have  not.  The  States 
have  not  been  able  to  develop  these  programs. 

Mr.  Thomas.  I thought  you  said  the  States  were  going  to  develop 
it  and  you  are  going  to  lay  down  the  yardstick. 

Dr.  Derthick.  Yo,  sir ; the  States  are  going  to  do  it. 

Mr.  Thomas.  If  it  is  so  important,  why  have  not  the  States  done 
it  before  ? 

Dr.  Derthick.  It  is  one  of  the  deficiencies  in  American  education 
that  has  not  been  met. 

Mr.  Thomas.  It  takes  the  Federal  Government  to  tell  the  commu- 
nities and  States  how  to  run  their  educational  systems  ? 

Dr.  Derthick.  It  has  not  been  done  and  in  this 

Mr.  Thomas.  You  are  an  old  schoolman.  YTiy  did  you  not  do  it  in 
the  great  State  of  Tennessee? 

Dr.  Derthick.  We  begged  and  pleaded  for  it  and  we  finally  got  a 
little  of  it  started  in  my  own  school  system.  We  would  have  gotten 
along  faster  if  we  had 
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Mr.  Thomas.  Would  it  have  gone  faster  if  the  Federal  Govern- 
ment had  built  some  school  buildings,  too? 

Dr.  Dkhthk'k.  We  could  have  used  some  aid  on  school  buildings. 

I happen  to  be  from  a more  able  district,  but  in  the  poorer  dis- 
tricts of  Tennessee,  we  could  have  used  some  help. 

Mr.  Thomas.  When  you  find  this  good  student,  you  mean  that  this 
bright  student  is  going  to  take  somebody  to  tell  him  that  he  is  bright? 

Dr.  DERTirif'x.  Let  us  take  the  case  of  New  York  State  where  they 
took  two  classes  of  similar  family  backgrounds  and  ability.  They 
gave  one  of  them  guidance  and  counseling  and  testing  and  the  other 
they  did  not.  The  one  they  gave  guidance  and  counseling  and  test- 
ing to  went  on  to  college  and  about  15  or  20  percent  more  went  to 
(‘ollege  and  made  honor  grades  in  all  ways. 

Mr.  Thomas.  This  program  is  for  B and  C students. 

It  is  mainly  the  C students,  is  it  not  ? 

Dr.  Derttiick.  It  helps  all  students. 

Mr.  Thomas.  You  are  not  looking  for  that  bright,  scientific  mind 
here  ? He  will  stand  out  anyway,  will  he  not  ? 

Dr.  Derthick.  Unfortunately  about  200 

Mr.  Thomas.  What  has  this  to  do  with  national  defense? 

Dr.  Derthick.  About  200,000  of  these  bright  minds  have  stopped 
short  of  the  goal  of  graduation.  , 

Mr.  Thomas.  You  are  not  going  to  be  able  to  do  much  about  that 
sitting  in  Washington. 

Dr.  Derthick.  We  think  the  local  school  boards 

Mr.  Thomas.  Do  you  not  think  we  are  in  a better  position  to  know 
that  than  this 

Dr.  Derthick.  They  are  taking  advantage  of  this  opportunity. 

Mr.  Thomas.  You  think  that  $2  million  is  going  to  really  do  the 
job? 


Dr.  Derthick.  We  think  that  a total  of  $7.4  million 

Mr.  Thomas.  What  has  this  to  do  with  national  defense  anyway? 

Dr.  Derthick.  The  whole  business  of  trained  manpower.  As  I say, 
we  are  losing  a quarter  of  a mililon  of  our  best  minds  a year,  and 
60,000  drop  out  of  high  school  before  graduation,  and  200,000  do  not 
go  on  to  college. 

Mr.  Thomas.  How  are  you  going  to  keep  them  in  college  on  10, 15, 
or  50  million,  if  they  do  not  want  to  go  ? 

If  the  local  community  and  the  local  schoolteacher  cannot  do  it, 
and  the  board  of  trustees  and  the  church  and  everybody  else  cannot, 
how  is  this  Board  in  Washington  going  to  do  it  ? 

Dr.  Derthick.  We  are  going  to  strengthen  the  States  and  the  local 
communities  and  when  they  get  at  these  youngsters  in  the  seventh 
grade  with  their  parents,  we  know,  and  we  have  demonstrated 

Mr.  Thomas.  Ten  million  or  fifty  million  is  not  going  to  strengthen 
the  States.  You  cannot  strengthen  the  States  with  a few  Federal 
dollars.  There  is  something  that  dollars  will  not  buy  which  you  are 
trying  to  do  now. 

Why  do  you  not  recognize  it? 

Dr.  Derthick.  We  are  trying  to  put  people  in  there  with  know-how 
to  go  into  the  homes  where  they  have  no  college  tradition  and  let 
them  know  that  they  have  a very  bright  youngster  here  and  and 
encourage  him. 
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Mr.  Thomas.  You  mean  to  tell  me  that  that  family  does  not  know 
it  without  Federal  dollars  coming  in  there? 

Dr.  Derthick.  They  do  not  know  it  without  this  kind  of  service.  It 
is  tragic  the  kind  of  losses  we  have. 

Mr.  Thomas.  Doctor,  you  say  you  are  from  Tennessee  ? 

Dr.  Derthick.  Yes,  sir;  the  mountains  of  Tennessee. 

INSTITUTES  FOR  COUNSELING  PERSONNEL 

Let  US  put  in  page  36. 

(The  page  follows:) 

4.  Guidance,  Counseling,  and  Testing 
(&)  Institutes  for  Counseling  Personnel 
Supplemental  estimate  for  fiscal  year  1959 $1,  000,  000 

JUSTIFICATION  OF  ESTIMATE 

Purpose  and  scope  of  activity 

The  National  Defense  Education  Act,  in  title  V,  part  B,  authorizes  the  Com- 
missioner of  Education  to  arrange,  by  contracts  with  institutions  of  higher 
education,  for  the  operation  by  them  of  short-term  or  regular-session  institutes 
for  the  provision  of  training  to  improve  the  qualifications  of  personnel  engaged 
in  counseling  and  guidance  of  students  in  secondary  schools,  or  teachers  in  such 
schools  preparing  to  engage  in  such  counseling  and  guidance. 

These  training  institutes  are  essential  to  the  accomplishment  of  the  purposes 
of  title  V,  part  A,  section  503(a)  (2)  in  that  increased  numbers  of  professionally 
competent  counseling  and  guidance  personnel  are  a prime  necessary  in  estab- 
lishing and  improving  programs  of  counseling  and  guidance  in  the  secondary 
schools  of  the  States.  Current  provisions  for  the  professional  preparation  of 
counseling  and  guidance  personnel  in  educational  institutions  are  insufficient 
to  meet  present  demands.  Furthermore,  the  facilities  which  do  exist  vary 
greatly  in  quality  and  amount  of  training  provided,  and  are  unevenly  distributed 
by  geographical  area  of  the  country.  Operation  of  this  part  of  the  act  will 
enable  educational  institutions  to  expand  existing  programs  or  to  initiate  new 
programs.  Provision  is  made  through  a stipend  program  to  encourage  and  en- 
able trainees  to  attend,  and  thus  qualify  to  meet  urgent  national  needs. 

Provision  is  made  for  preparation  of  counselors  in  regular  session  and  short- 
teiTQ  summer-session  institutes  through  direct  contract  by  the  Commissioner 
with  institutions  of  higher  learning.  Contracts  will  be  negotiated  on  a fair 
and  reasonable  cost  basis.  Funds  are  to  be  used  (1)  to  defray  the  cost  of  in- 
structional, administrative,  and  clerical  personnel;  (2)  to  cover  the  cost  of 
supplies,  equipment,  and  travel  needed  for  the  operation  of  the  institutes;  and 
(3)  to  pay  stipends  to  eligible  institute  enrollees.  In  some  instances  the  insti- 
tutes’ funds  will  be  used  to  expand  already  existing  teaching  programs  and  in 
other  instances  to  establish  programs  in  institutions  of  higher  learning  where 
they  do  not  now  exist. 

Mr.  Thomas.  What  is  this,  administrative  costs  ? 

Dr.  Derthick.  No,  sir.  That  is  to  provide  institutes  to  train  spe- 
cial people. 

Mr.  Thomas.  You  have  to  train  the  trainees  now  ? 

Dr.  Derthick.  That  is  right. 

Mr.  Thomas.  After  you  train  him,  he  is  going  over  and  tell  that 
student  what  he  is  missing  ? 

Dr.  Derthick.  That  is  right. 

Incidentally,  I might  tell  you  that  in  300  institutions  they  have 
applied  for  these  institutes.  There  is  that  much  interest. 

Mr.  Thomas.  Is  this  all  free  the  first  year  ? 

Dr.  Derthick.  These  institutes  are ; yes,  sir. 
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Mr.  T iiojMAs.  IIow  come  tliese  folks  are  turning  down  this  free 
money  ? Do  tliey  know  about  it? 

Instead  of  300  you  would  have  how  many  schools  in  the  country? 

I )r.  I )EirniicK.  Not  all  schools  are  equipped  to  do  this  kind  of  work. 

Mr.  Thomas.  You  mean  to  tell  me  that  we  have  been  losing  200,000 
bi-iglit  people? 

They  are  in  every  part  of  the  United  States  are  they  not? 

1 )r.  I )erthick.  Surely.  The  students  are  in  high  school  and 

Afr.  Kelly.  These  300  institutes,  Mr.  Chairman,  are  institutes  of 
higlier  learning  that  will  conduct  training  programs  for  people  to  do 
counseling  work. 

Mr.  Thomas.  The  ap];)ropriation  is  $1  million  ? 

Dr.  Derthick.  Yes,  sir ; supplemental. 

Advanced  Training  in  Foreign  Languages  in  Area 

Mr.  Thomas.  You  w^ant  to  go  into  your  advanced  training  now, 
do  you? 

Dr.  Derthick.  Yes,  sir.  This  is  under  title  6. 

Mr.  Thomas.  Put  pages  43,  44  and  45  in  the  record  at  this  point. 

(The  pages  referred  to  follow :) 

5.  Advanced  Training  in  Foreign  Languages  and  Areas 

{a)  Training  centers,  (6)  Institutes  for  language  teachers,  (c)  Research 
Supplemental  estimate  for  fiscal  year  1959 $4,  200,  000 

JUSTIFICATION  OF  ESTIMATE 

Purpose  and  scope  of  activity 

The  National  Defense  Education  Act  in  title  VI  makes  provision  for  strengthen- 
ing and  improving  the  teaching  of  modern  foreign  languages.  The  financial 
assistance  in  the  field  of  foreign  languages  is  for  three  purposes : 

(1)  To  (a)  arrange  through  contracts  with  institutions  of  higher  education 
for  the  establishment  and  operation  by  them,  during  the  period  from  July  1, 1958, 
to  June  30,  1962,  of  centers  for  teaching  modern  foreign  languages  (and  related 
subjects)  for  which  the  Commissioner  determines  (i)  that  individuals  trained 
in  such  languages  are  needed  by  the  Federal  Government  or  by  business,  indus- 
try or  education,  and  (ii)  that  adequate  instruction  in  such  languages  is  not 
readily  available  in  the  United  States,  and  (&)  to  provide  stipends  including 
allowance  for  dependents  and  travel  for  advanced  study  upon  reasonable  assur- 
ance that  recipients  of  such  stipends  will,  on  completion  of  such  study,  be 
available  for  teaching  a modern  foreign  language  in  an  institution  of  higher 
education  or  for  such  other  service  of  a public  nature  as  may  be  permitted  in  the 
regulations  of  the  Commissioner.  Any  such  contract  may  cover  not  more  than 
50  percent  of  the  cost  of  the  establishment  and  operation  of  the  center  includ- 
ing grants  to  staff  for  travel  in  foreign  countries  and  cost  of  travel  of  foreign 
scholars  to  teach  in  such  centers. 

(2)  Directly,  or  by  contract,  (a)  to  make  studies  and  surveys  to  determine 
the  need  for  increased  or  improved  instruction  in  modern  foreign  languages 
and  other  area  studies  needed  to  provide  full  understanding  of  the  areas,  regions 
or  countries  in  which  such  languages  are  commonly  used,  (6)  to  conduct  re- 
search on  more  effective  methods  of  teaching  such  languages  and  other  fields, 
and  (c)  to  develop  specialized  materials  for  use  on  such  training,  or  in  training 
teachers  of  such  languages  or  in  such  fields, 

(3)  To  arrange,  through  contracts  with  institutions  of  higher  education,  for 
the  operation  by  them  of  short-term  or  regular  session  institutes  for  advanced 
training  for  individuals  who  are  engaged  in  or  preparing  to  engage  in  the  teach- 
ing, or  supervising  of  or  training  of  teachers,  of  any  modern  foreign  language 
in  elementary  or  secondary  schools  and  to  provide  stipends  at  the  rate  of  $75 
per  week  and  an  allowance  of  $15  per  week  for  each  dependent. 
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Fimds  authori::ed 

The  law  specifies  that  such  sums  as  may  be  necessary,  not  to  exceed  $8  million 
in  any  one  fiscal  year  for  centers,  stipends,  and  research  (part  A of  title  VI), 
and  not  to  exceed  $7,250,000  in  any  one  fiscal  year  for  institutes  and  stipends 
(part  B of  title  VI),  are  authorized  to  be  appropriated  to  carry  out  the  pro- 
visions of  the  law  for  foreign  language  development.  Payments  to  intitutions 
for  foreign  language  institutes  may  cover  all  or  any  part  of  the  cost,  but 
those  for  foreign  language  and  area  centers  may  cover  not  more  than  50  per 
centum  of  the  cost.  Payments  for  research  and  studies  may  cover  all  or  any 
part  of  the  cost.  In  fiscal  year  1959  an  initial  $800,000  ($400,000  for  each  of 
part  A and  B)  was  allocated  out  of  the  original  appropriation  in  order  to  begin 
the  program,  while  a supplemental  appropriation  of  $4.2  million  is  requested. 

Evidence  of  need 

It  is  well  known  that  as  a Nation  we  are  deplorably  unprepared  linguistically, 
either  to  defend  ourselves  in  the  case  of  war,  or  to  exercise  the  full  force  of 
our  leadership  in  the  building  of  a peaceful  world.  Some  3 million  Americans, 
including  members  of  the  Armed  Forces  and  their  dependents,  are  reported  to 
be  living,  traveling,  and  working  overseas  each  year.  Few  Americans  avail- 
able for  oversea  assignments  have  had  any  foreign  language  training.  Most 
Americans  who  do  study  foreign  languages  start  too  late  and  stop  too  soon 
to  become  proficient  in  the  use  of  the  languages. 

Of  the  24  languages  of  the  world,  each  spoken  natively  by  more  than  20  million 
persons,  only  Spanish  and  French  are  studied  by  an  appreciable  proportion  of 
American  high  school  students.  Of  the  total  enrollment  in  grades  9 through  12 
in  the  school  year  1954-55,  7.3  percent  of  the  students  were  enrolled  in  Spanish 
and  5.6  percent  in  French.  Over  half  of  our  high  schools  offer  no  modern  foreign 
languages  at  all,  many  of  which  are,  of  course,  the  smaller  schools. 

On  the  J>asis  of  our  latest  available  data  (1954-55),  less  than  15  percent  of 
the  public  high  school  population  was  studying  any  modern  foreign  language. 
It  is  estimated  that  not  more  than  15  percent  of  the  3 million  students  enrolled 
in  our  colleges  and  universities  is  studying  foreign  languages.  Although  a 
movement  is  underway  to  encourage  the  teaching  of  modern  foreign  languages 
in  the  elementary  schools,  and  while  some  progress  is  being  made,  it  is  esti- 
mated that  less  than  1 percent  of  the  current  elementary  school  enrollment 
is  receiving  foreign  language  training. 

This  situation  must  not  be  continued.  The  U.S.S.R.  is  moving  ahead  rapidly 
in  language  instruction,  and  its  emissaries  to  foreign  nations  are  able  to  speak 
the  languages  of  those  nations.  This  is  in  marked  contrast  with  the  competence 
of  most  Americans  in  similar  situations. 

The  1957  teacher  supply  and  demand  report  of  the  National  Education  Asso- 
ciation showed  that  only  1.4  percent  of  the  total  college  graduates  qualified 
to  teach  were  in  the  field  of  foreign  language.  This  was  in  contrast  with  9.8 
percent  in  social  studies  and  6.2  percent  in  English.  Moreover,  the  number 
of  college  graduates  prepared  to  teach  who  have  majored  in  a foreign  language 
declined  from  2,193  in  1950  to  1,525  in  1957,  a decline  of  about  30  percent.  The 
national  supply  of  new  high  school  teachers  of  foreign  languages  was  reported 
as  25  percent  short  of  the  demand  of  1956. 

A number  of  foreign  languages  spoken  by  millions  of  people  such  as  Chinese, 
Arabic,  Hindi,  Farsi,  Indonesian,  and  Swahili,  are  taught  in  only  a very  few 
centers  in  the  United  States.  Today  there  are  probably  not  more  than  25  in- 
stitutions of  higher  education  in  the  Nation  that  are  suitable  for  the  establish- 
ment of  either  foreign  institutes  or  foreign  language  training  and  area  studies 
centers. 

Great  advances  have  been  made  in  recent  years  in  the  development  of  various 
electronic  devices  for  language  instruction.  These  need  to  be  evaluated,  and 
continuous  research  and  development  are  essential  to  reach  new  levels  of  eflS- 
ciency  in  language  instruction. 

Institutional  responsibilities 

The  responsibilities  of  the  institutions  will  be  to  contract  for  foreign  language 
institutes,  foreign  language  and  area  centers,  and  for  surveys,  research,  and 
the  development  of  materials,  and  to  carry  out  the  terms  of  the  contracts.  It 
is  assumed  that  the  institutions  would  provide  instruction,  admit  students,  con- 
duct research,  and  make  the  required  reports  on  their  operations. 
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Office  of  Education  responsihilitieii 

The  OHice  of  Education  will  provide  regulations  for  the  guidance  of  the  in- 
stitutions. plan  elTective  programing  of  activities,  receive  and  review  regis- 
tration forms  of  interested  institutions,  contract  with  institutions  to  establish  and 
operat(‘  foreign  language  institutes  and  foreign  language  and  area  studies  centers, 
I)rovide  advisory  and  consultative  services  to  the  institutions,  develop  a pro- 
gram of  key  research  problems  basic  to  the  effective  operation  of  centers  and 
institutes  and,  directly  or  by  contract,  make  pertinent  studies  and  perform 
necessary  research  and  experimentation,  appoint  the  members  of  the  advisory 
committee  on  foreign  languages  and  area  studies,  and  give  general  direction 
and  supervision  to  the  program. 

Mr.  llu  (jiiES.  Mr.  Chairman,  this  is  composed  of  three  items. 

Mr.  T HOMAs.  Training  centers,  institutes  for  language  teachers, 
and  researcli.  You  say  the  three  of  them  make  $4.2  million? 

I)i-.  Dertiiick.  That  is  right. 

Mr.  Thomas.  How  important  is  this  now  ? 

Dr.  Derthick.  We  think  it  is  very  important  since  our  country  is 
woefully  behind  in  this  matter.  We  do  not  have  enough  people  trained 
to  even  do  the  job. 

Mr.  Thomas.  Of  what  ? 

Dr.  Derthick.  Of  teaching  foreign  languages. 

Educational  Media  Research 

Mr.  Thomas.  On  which  page  do  we  find  your  next  program  ? 

Dr.  Derthick.  Fifty. 

Mr.  Thomas.  Let  us  put  page  50  in  the  record. 

(P.  50  follows :) 

6.  Educational  Media  Research 

Supplemental  estimate  for  fiscal  year  1959 $1,  000,  000 

JUSTIFICATION  OF  ESTIMATE 

Purpose  and  scope  of  activity 

Title  VII  of  the  National  Defense  Education  Act  of  1958  authorizes  an  appro- 
priation of  $18  million  to  support  a 4-year  program  of  grants-in-aid  and  contracts 
for  “research  and  experimentation  in  more  effective  utilization  of  television, 
radio,  motion  pictures,  and  related  media  for  education  purposes.” 

An  interim  appropriation  of  $500,000  was  made  available  for  fiscal  year  1959 
to  cover  the  cost  of  providing  initial  aid,  contracts,  and  payment  for  related 
services.  An  additional  $1  million  is  now  required  to  satisfy  minimum  needs. 

The  expenditure  of  $1,500,000,  one-half  the  total  amount  originally  authorized 
for  fiscal  year  19.59,  would  enable  a small  number  of  grants  to  be  made  and 
some  contracts  to  be  awarded  for  appropriate  dissemination  activities.  It  should 
be  pointed  out,  however,  that  as  of  the  date  of  this  statement  proposals  have 
already  been  received  calling  for  expenditures  for  research  and  experimentation 
in  excess  of  $10  million.  It  is  expected  that  within  60-90  days  the  Advisory 
Committee  on  New  Educational  Media  may  be  faced  with  the  prospect  of  assess- 
ing the  merits  of  project  proposals  calling  for  the  obligation  of  funds  in  excess 
of  $20  million  during  fiscal  year  1959. 

Funds  authorized  and  distribution  formula 

The  4-year  program  established  for  title  VII  authorizes  a total  appropriation 
of  $18  million,  $3  million  to  be  expended  in  1959  and  $5  million  for  each  3 
subsequent  years. 

Grants  and  contracts  made  for  research  purposes  are  arranged  directly  with 
those  agencies,  institutions,  individuals,  and  organizations  making  application. 
There  are  no  matching  fund  requirements  as  such  although  it  is  anticipated  that 
the  Advisory  Committee  on  New  Educational  Media  will  be  much  interested  in 
the  degree  to  which  individual  projects  receive  local  institutional  support. 
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No  feet  formula  has  been  established  for  determining  the  amounts  of  money 
to  be  spent  for  purposes  of  dissemination  as  distinguished  from  support  of  re- 
search projects.  It  is  currently  expected  that  dissemination  activities  will  in- 
crease during  the  next  4 years  and  that  some  activities  may  require  additional 
sums  once  initial  planning  has  been  accomplished,  e.g.,  installation  of  a new 
educational  media  research  information  service. 

Mr.  Thomas.  What  are  you  going  to  do  here? 

Dr.  Derthick.  We  are  going  to  do  demonstrations  and  experimen- 
tation to  show  how 

Mr.  Thomas.  Is  this  a grant-in-aid  program  ? 

Dr.  Derthick.  No,  sir ; it  is  a grant  program. 

Mr.  Thomas.  One  hundred  j^ercent  Federal  money? 

Dr.  Derthick.  That  is  right. 

Mr.  Thomas.  How  much  do  you  have  now  ? 

Dr.  Derthick.  $500,000. 

Mr.  Thomas.  This  4-year  program  authorizes  an  appropriation 
of  how"  much? 

Dr.  Derthick.  $3  million  the  first  year,  and  $5  million  succeeding 
years. 

Mr.  Thomas.  $18  million  ? 

Dr.  Derthick.  Yes,  sir. 

Mr.  Thomas.  What  are  you  going  to  do  with  it  ? 

Dr.  Derthick.  Develop 

' Mr.  Thomas.  Kesearch  and  experimentation,  you  say — 

In  more  effective  utilization  of  television,  radio,  motion  pictures,  and  related 
media  for  educational  purposes. 

Can  you  not  get  those  four  great  institutions  to  pay  for  this,  or  in- 
dustry to  pay  this  bill  ? They  are  going  to  sell  an  awful  lot  of  equip- 
ment. Will  they  not  give  us  a little  help  ? 

Dr.  Derthick.  We  are  not  buying  equipment  with  this  money.  We 
are  doing  research  and  demonstrating  better  methods. 

Mr.  Thomas.  Have  not  these  industries  already  done  some  research  ? 

Dr.  Derthick.  In  the  use  that  we  can  make  of  the  mass  media  com- 
munication. For  example,  we  have  an  advisory  committee  here  and 
one  of  the  first  grants 

Mr.  Thomas.  What  does  this  have  to  do  with  national  defense? 
What  is  the  urgency  of  this  ? This  country  has  been  doing  pretty 
well  in  the  educational  field  about  175  or  180  years. 

When  was  Harvard  set  up  anyway  ? 

Dr.  Derthick.  1636. 

Mr.  Thomas.  That  was  a long  time  ago,  was  it  not?  We  have 
been  doing  pretty  well,  have  we  not  ? 

Grants  to  States  for  Statistical  Services 

What  is  your  next  one,  please  ? 

Mr.  Hughes.  ‘‘Grants  to  States  for  statistical  services.” 

Mr.  Thomas.  You  request  $600,000. 

Let  us  put  page  53  in  the  record. 

( The  page  referred  to  follows : ) 

8.  Grants  to  States  for  Statistical  Services 


Supplemental  estimate  for  fiscal  year  1959. 


$600,  000 
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JUSTIFICATION  OF  ESTIMATE 

Purpose  and  scope  of  activity 

This  activity  provides  grants  to  State  educational  agencies  for  the  purpose  of 
assisting  States  to  improve  (a)  the  adequacy  and  reliability  of  educational 
statistics  provided  by  State  and  local  reports  and  records,  and  (6)  the  methods 
and  techniques  for  collecting  and  processing  educational  data  and  disseminating 
information  about  the  condition  and  progress  of  education  in  the  States. 

Funds  authorized  and  distribution  formula 

Grants  are  authorized  to  any  State  under  this  section  for  one-half  the  cost 
of  its  program  for  improving  educational  statistics,  provided  that  no  State 
may  be  paid  more  than  .$50,000  for  any  fiscal  year.  Payments  are  made  only 
to  the  extent  that  these  programs  are  new  or  are  expansions  of  existing  programs 
and  only  when  a State  plan  which  outlines  the  purposes  for  which  the  funds  are 
to  be  used  has  been  approved  by  the  Commissioner  of  Education. 

Funds  appropriated  for  fiscal  year  1959  and  estimated  for  fiscal  year  1950  are : 


Interim  appropriation,  fiscal  year  1959 $400,  000 

Supplemental  appropriation  requested,  fiscal  year  1959 600,  000 

Total,  estimated  appropriations,  fiscal  year  1959 1,  000,  000 


Evidence  of  need 

The  Ofiice  of  Education  has  been  criticized  for  the  timing  and  quality  of 
some  of  the  educational  statistics  it  releases.  Furthermore,  it  often  has  legiti- 
mate requests  for  information  it  cannot  supply.  Since  these  statistics  come  in 
major  part  from  State  departments  of  education,  they  can  be  improved  in 
quality  and  timeliness  and  often  in  quantity  only  to  the  degree  that  there  is 
improvement  in  the  States.  It  is  extremely  important  to  provide  private  citizens, 
organizations,  educators,  and  officials  at  every  level  of  government  who  are 
working  to  improve  the  quality  of  education  in  the  United  States  with  adequate, 
reliable,  and  timely  information  concerning  American  education.  The  demands 
for  information  to  show  the  condition , and  progress,  the  strengths  and  weak- 
nesses of  education  throughout  the  Nation,  are  continually  expanding  and  have 
become  increasingly  urgent  during  recent  years.  These  needs  can  be  adequately 
met  only  through  the  process  of  improving  the  sources  of  educational  statistics 
which  are  used  by  the  States  and  the  Office  of  Education. 

Mr.  Thomas.  Is  this  100  percent  grant? 

Dr.  Derthick.  Matching,  50  percent. 

Mr.  Thomas.  What  is  this  for?  This  provides  for  grants-in-aid 
“for  the  purpose  of  assisting  States  to  improve  (a)  the  adequacy  and 
reliability  of  educational  statistics  provided  by  State  and  local  reports 
and  records  and  (b)  the  methods  and  techniques  for  collecting  and 
processing  educational  data  and  disseminating  information  about  the 
condition  and  progress  of  education  in  the  States.” 

I do  not  want  to  kill  the  progTam  but  you  are  going  out  and  getting 
something  that  has  no  urgency  or  no  more  urgency  than  the  man  in 
the  moon.  You  have  two  or  three  good  programs  and  you  want  to 
weigh  them  down  with  the  rest  of  this  ? 

Dr.  Derthick.  We  think  thin  may  turn  out  to  be  the  most  important 
program  in  the  whole  act. 

Mr.  Thomas.  Then  let  us  elirainate  all  the  rest  of  them. 

Here  you  request  $600,000  for  statistics.  Suppose  we  eliminate  the 
rest  of  the  programs  except  statistics  and  see  what  they  are  going 
to  prove. 

Dr.  Derthick.  We  are  under  great  pressure  all  the  time  to  supply 
information,  not  only  to  CongTess,  but  agencies  all  over  the  country. 
The  facts  and  information  have  to  be  supplied  about  what  is  going  on. 
We  are  2 or  3 years  behind  in  it  because  we  cannot  get  the  informa- 
tion out. 
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Mr.  Thomas.  What  about  the  local  school  districts  in  Tennessee? 
Did  you  have  a lot  of  pressure  on  you  from  the  Federal  Government 
then  for  this  information,  or  did  the  folks  back  home  ask  any  ' 
questions  ? 

Dr.  Derthick.  Indeed  they  did.  The  folks  back  home  were  always 
wanting  to  know  what  these  problems  were  in  other  communities  and 
other  States,  and  how  they  were  being  met.  When  we  wrote  for  this 
information  we  could  not  get  it  and  when  we  did  it  was  2 or  3 years  old. 

Salaries  and  Expenses 

Mr.  Thomas.  Next  is  “Salaries  and  expenses.  Office  of  Education.” 
Let  us  put  in  pages  56  and  57  at  this  point. 

(The  pages  referred  to  follow :) 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities: 

1.  Statistics  and  research: 

(а)  Services  - 

(б)  Cooperative  agreements _ - . _ 

$1, 108, 985 
2, 700, 000 

1, 175, 675 
743, 610 
878, 030 
306, 0'O 
1,499, 765 
891, 385 
-16,444 
-517, 000 

$1,131,615 
2, 700, 000 

1, 175,675 
768, 010 
1,062, 030 
306, 0 0 
1, 731,335 
978,  785 
-16. 444 

$22, 630 

2.  Adrninistration  of  school  assistance  in  federally  affected 
areas - 

3.  Vocational  education - 

4.  Higher  education 

5.  International  education - 

24, 400 
184,000 

6.  State  and  local  school  systems 

7.  Program  direction  and  services 

8.  19 '9  program  obligated  in  1958 - 

231,  570 
87,400 

Supplemental  required  for  pay  increases 

Total  obligations 

Financing:  1959  appropriation  available  in  1958 

New  obligational  authority 

517,000 

8,770,0'6 
16, 444 

9’,  837, 056 
16, 444 

1,067,000 

8, 786,  500 

9, 853,  500 

1, 067, 000 

Object  classification 


Presently 

available 

Revised 

estimate 

Increase 

Total  TiimibAr  ftf  pfirmanfint  pn.ritinns 

803 

931 

128 

Fnll-time  Piqnivale.nt  of  all  other  positions  _ _ . 

5 

7 

2 

Average  number  of  all  employees 

700 

747 

40 

Number  of  employees  at  end  of  year  _ . _ 

803 

931 

128 

01  Personal  services: 

Permanent  positions.  

$5, 056, 490 
40, 550 
32, 725 

$5, 321, 270 
63, 450 
36,400 

$264,780 

22,900 

3,675 

Positions  other  than  permanent  __  _ __ 

Other  personal  services  . . 

Total  personal  services  . . _ _ 

5, 129, 765 
394, 150 
6,295 
92, 685 

5, 421, 120 
496, 350 
14, 820 
102,  535 
6, 100 
374, 685 
165, 250 
2, 700. 000 
50, 755 
164, 461 
335, 240 
5, 740 

291, 355 
102,  200 
8,  525 
9, 850 
6, 100 
20, 695 
16, 575 

02  Travel 

03  Transportation  of  things  _ _ . _ . 

04  Communication  services 

05  Rents  and  utility  services.  . ..  . 

06  Printing  and  reproduction 

353, 990 
148, 675 
2, 700, 000 
48, 090 
90, 461 
317, 785 
5, 160 
-517,000 

07  Other  contractual  services  _ . _ . 

Cooperative  research  agreements  _ _ 

08  Supplies  and  materials _ ._  . 

2,665 
74,000 
17, 455 
580 

09  Equipment 

11  Grants,  STibsidies,  and  contributions  

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

517,000 

Total  obligations.  . _ _ 

8,770,056 

9, 837, 056 

1,067,000 
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Sai.aries  and  Ekpenses,  Office  of  Education 


lUMinc.st  for  fiscal  year  IDoJ) $1,067,000 

Apjiropriat ion  fiscal  year  1050 ^ $8,786,500 

Kini)loyinent : 

Avera;;e  number,  current  appropriations 700 

NumlKM-  of  positions  involved  in  this  estimate 128 


•’  IncludoB  $180,500  appropriated!  in  the  Supplemental  Appropriation  Act,  1959,  and 
$750,000  appropriated  in  the  Independent  Offices  Appropriation  Act,  1959. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  National  Defense  Education  Act  provides  for  emergency  assistance  to 
the  States,  institutions  of  higher  learning,  and  to  individuals  in  the  form  of 
grants,  loans,  and  payments,  to  encourage  and  assist  in  the  expansion  and 
imi)rovement  of  educational  programs  to  meet  critical  needs.  This  act  places 
upon  the  Office  of  Education  new  and  complex  responsibilities  in  connection  with 
the  administration  of  this  program.  An  interim  appropriation  of  $750,000  was 
provided  to  initiate  th  program,  but  is  not  adequate  for  the  workload  involved. 
Supplemental  funds  are  essential  to  finance  these  additional  operations.  An 
amount  of  $550,000  is  requested  to  provide  more  adequate  staffing  and  other 
expenses  to  implement  this  vital  program. 

In  addition,  supplemental  funds  are  required  due  to  pay  increases  authorized 
by  I^ublic  Daw  85-462  as  the  1959  appropriations  were  based  on  the  old  pay 
rates. 

EXPLANATION  OF  LANGUAGE 

Appropriating  language  is  proposed  to  provide  an  additional  amount  for 
“Salaries  and  expenses,” 

For  an  additional  amount  for  “Salaries  and  expenses”,  $1,067,00,  (1  U.S.C. 
ffccs.  301-341;  8 U.S.C.  sec.  1101  (a)  (15)  (F) , 20  U.S.C.  ch.  1,  2,  13  and  14,  38 
TJ.8.C.  sec.  954(b),  903,  70  Stat.  293-^296 ; 72  8Uat.  98,  1604,  1^00,  1742-43,  1777; 
Public  Law  85-462,  Department  of  Health,  Education,  and  Welfare  Appropria- 
tion  Act  1959) . 

Appropriated  1959,^  $8,786,500. 

Supplemental  estimate  1959,  $1,067,000, 

Mr.  PIuGHES.  Mr.  Chairman  and  members  of  the  committee,  I wish 
to  present  to  you  our  estimate  of  supplemental  needs  for  the  current 
fiscal  year  in  order  to  administer  the  National  Defense  Education  Act, 
and  to  provide  for  the  increased  pay  costs  which  were  not  included  in 
our  appropriations  for  fiscal  year  1959. 

The  National  Defense  Education  Act  was  enacted  in  September 
and  the  Congress  authorized  an  interim  appropriation  of  $750,000 
to  begin  this  new  program  until  the  Congress  had  an  opportunity  to 
examine  program  requirements  in  full. 

The  request  for  supplemental  funds  which  was  submitted  to  the 
Congress  when  the  new  program  was  under  consideration  last  August 
contemplated  the  appropriation  of  some  $2.1  million  to  enable^  tlie 
Office  of  Education  to  establish  approximately  285  positions  in  fiscal 
year  1959.  By  that  time  both  the  House  and  Senate  Appropriations 
Committees  had  concluded  regular  hearings  on  the  various  pending 
appropriation  bills  and  therefore  the  committee  had  no  opportunity 
to  conduct  a formal  hearing  on  this  request.  Nevertheless,  the  action 
of  the  Congress  in  making  available  on  an  interim  basis  the  limited 
sum  of  $750,000  has  indeed  proved  to  be  highly  fortunate  and  essen- 
tial. If  this  had  not  happened  the  Office  of  Education  would  have 
been  totally  unprepared  to  take  on  the  additional  duties  involved  in 

these  new  programs.  . A 

Since  the“  program  permitted  by  the  interim  appropriation  was 
considerably  less  than  that  requested  by  the  President,  the  Office  was 

1 Includes  $186,500  appropriated  in  the  Supplemental  Appropriation  Act,  1959,  and 
$750,000  appropriated  in  the  Independent  Offices  Appropriation  Act,  1959. 
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faced  with  the  difficult  task  of  deciding  liow  to  make  the  most  effective 
use  of  the  funds  that  were  provided.  Inasmuch  as  the  act  provides 
some  11  separate  program  activities  to  be  performed  by  the  Office  of 
Education,  it  was  obvious  that  the  Office  had  to  assign  the  new  funds 
judiciously  to  assure  that  each  activity  could  be  initiated  successfully. 
In  order  to  obtain  the  maximum  use  of  these  funds  a planned  schedule 
for  the  gradual  filling  of  new  positions  was  devised  to  enable  the 
Office  to  establish  a maximum  of  150  new  positions  to  be  filled  at  var- 
ious dates  throughout  the  fiscal  year.  NeAv  functions  were  merged 
with  existing  units  to  the  extent  possible  in  order  to  avoid  unnecessary 
creation  of  new  administrative  superstructure. 

Plowever,  these  new  positions  when  allocated  to  the  various  or- 
ganizational components  which  had  been  assigned  responsibility  re- 
sulted in  many  serious  deficiencies.  For  example,  not  a single  posi- 
tion could  be  established  in  the  field  service  to  carry  on  work  locally 
with  institutions  and  States  affected  by  the  new  programs  despite 
the  obvious  fact  that  these  agencies  cannot  be  effectively  serviced  out 
of  Washington.  However,  to  have  used  our  limited  funds  for  estab- 
lishment of  held  positions  immediately  would  have  prevented  the 
Office  from  staffing  the  headquarters  units  with  sorely  needed  pro- 
fessional personnel  to  do  the  initial  planning  and  development  job 
that  had  to  be  done  to  get  the  programs  started.  It  is  now  obvious 
that  continued  reliance  on  services  out  of  W ashington  to  program  par- 
ticipants in  the  held  would  be  ineffective  and  for  that  reason  the  cur- 
rent request  provides  for  regional  office  positions  along  with  other 
staff  needs. 

Now  that  we  are  emerging  from  the  initial  planning  phase  and  are 
preparing  to  enter  the  phase  of  full  program  operation,  it  is  impera- 
tive that  the  staff  of  the  Office  be  increased  without  delay  to  enable 
us  to  assume  our  responsibilities  fully  and  effectively.  The  budget 
proposal  before  the  committee  provides  funds  needed  to  authorize 
immediately  128  new  positions  in  the  current  hscal  year.  These  posi- 
tions together  with  those  already  authorized  would  combine  to  provide 
278  positions  to  administer  the  new^  programs  as  compared  with  the 
285  positions  originally  requested  last  year.  While  the  number  of 
positions  requested  is  approximately  the  same  as  those  proposed  to 
the  Congi’ess  last  August,  it  is  to  be  noted  that  the  program  enacted 
by  the  Congress  provides  for  activities  which  were  not  contemplated 
when  last  year’s  budget  was  prepared.  For  example,  the  act  calls  for 
area  vocational  ]3rograms  in  the  States  under  title  VIII  which  had 
not  been  budgeted  by  the  Office;  also,  a program  of  loans  for  the  pur- 
chase of  science  equipment  by  nonprofit  private  schools  which  was 
added  to  the  act,  was  not  contemplated  by  the  administration  bill; 
and  in  addition  several  other  titles  provided  in  the  final  legislation 
involve  substantially  larger  programs  than  that  anticipated  by  the  ad- 
ministration when  the  budget  was  prepared  last  August.  On  the  other 
hand,  the  scholarship  program  provided  by  the  administration  bill 
was  not  included  in  the  final  act  passed  by  the  Congress.  Neverthe- 
less, the  net  result  of  the  congressional  authorization  was  to  provide 
for  a total  program  which  places  greater  administrative  responsibili- 
ties on  the  Office  of  Education  than  had  been  contemplated  in  our 
original  budget  proposals  approved  by  the  President. 
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Thus,  I trust  that  the  committee  will  give  favorable  consideration 
to  this  request  for  additional  funds  so  that  our  activities  can  be  con- 
tinu^'d  and  strengtliened  as  required  for  effective  operation  of  the 
National  Defense  Education  Act.  Otherwise  it  is  clear  to  us  in  the 
Oflice  of  Education  that  the  very  substantial  sums  of  money  to  be 
a])})ro])riated  under  this  program  will  not  be  subject  to  proper  man- 
ag(Muent  to  reach  the  goals  eloquently  expressed  in  the  declaration  of 
])ol  icy  embodied  in  title  I of  the  act. 

Also,  I must  emphasize  that  the  interest,  enthusiasm,  and  readi- 
ness of  educational  agencies  and  institutions  to  participate  in  these 
new  programs  have  been  most  encouraging  and  even  overwhelming. 
We  have  found  that  we  have  underestimated  the  degree  of  interest  and 
extent  of  participation  this  first  year.  For  example,  we  have  twice 
as  many  institutes  sharing  in  the  student  loan  program  as  we  had 
anticipated  and  applications  for  institutes,  research  grants,  and  other 
activities  are  far  in  excess  of  our  anticipation.  State  educational 
agencies  have  placed  upon  us  requests  for  services  to  help  develop  and 
implement  Federal-State  programs  that  we  are  unable  to  provide. 

The  following  explanations  of  the  various  programs  are  described 
under  the  headings  of  existing  major  activities  as  set  forth  in  the 
Office  of  Education  budget. 

STATISTICS  AND  RESEARCH 

An  Educational  Media  Branch  has  been  established  to  administer 
title  VII  of  the  National  Defense  Education  Act  which  authorizes  a 
program  of  grants  and  contracts  for  research  and  experimentation  in 
more  effective  utilization  of  television,  radio,  motion  pictures,  and 
related  media  for  educational  purposes.  Considerable  progress  has 
been  made  in  initiating  this  program.  An  Advisory  Committee  has 
been  appointed  and  met  in  December  and  approved  a statement  of 
policies  and  procedures.  As  of  February  1, 190  applications  had  been 
received.  The  staff  has  reviewed  and  analyzed  these  proposals  and 
they  will  be  considered  by  the  Advisory  Committee  in  March.  Nego- 
tiation of  contracts  and  grants  for  approved  proposals  will  then  pro- 
ceed. Other  contracts  are  now  being  negotiated  to  secure  information 
which  will  form  a basis  for  implementing  a dissemination  program 
as  authorized  by  the  act. 

To  administer  this  important  and  complex  program  an  increase  of 
$22,630,  is  requested  for  the  remainder  of  this  year;  this  will  provide 
three  additional  positions  and  other  essential  expenses. 

VOCATIONAL  EDUCATION 

States  are  requesting  assistance  in  establishing  programs  for  train- 
ing highly  skilled  technicians  under  title  VIII  of  the  act  making 
provision  for  area  vocational  programs.  This  will  require  additional 
professional  and  secretarial  staff.  Specifically,  the  States  want  help 
on  developing  instructional  materials,  selection  of  equipment,  and 
determining  the  national  defense  requirements  for  technicians  in 
terms  of  numbers  of  different  kinds  needed  and  where  they  are 
needed.  To  provide  this  assistance  it  will  be  necessary  to  hold  confer- 
ences, contact  industries  and  Government  agencies,  and  make  studies. 
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As  of  Febniary  15,  43  State  plans  had  been  approved  and  initial 
payments  made  to  41  States. 

An  increase  of  $24,400  is  requested  to  provide  six  additional  posi- 
tions and  other  expenses  necessary  for  administration  of  this  program. 

HIGHER  EDUCATION 

The  Division  of  Higher  Education  has  responsibility  for  adminis- 
tering the  four  titles  of  the  National  Defense  Education  Act  dealing 
with  higher  education.  Early  in  the  fall,  meetings  were  held  with 
eminent  educators  to  obtain  their  advice  and  consultation  in  launch- 
ing new  programs.  A series  of  10  regional  meetings  were  held  to 
explain  the  objectives  and  operation  of  the  program  to  over  4,000 
representatives  of  the  institutions. 

Kapid  progress  has  been  made  with  a minimum  staff  to  place  this 
program  into  operation.  Initial  awards  have  been  made  to  some 
1,200  institutions  for  student  loans.  Initial  awards  have  also  been 
made  on  the  160  national  defense  fellowships  which  can  be  financed 
from  current  funds.  Contracts  are  under  negotiation  for  4 counsel- 
ing and  guidance  institutes  which  will  train  about  400,  and  also  for 
language  institutes  and  centers. 

The  initial  broad  development  of  policies  and  procedures  which 
have  been  completed  to  date  to  launch  the  new  program  have  been 
accomplished  with  a minimum  staff.  Full  administrative  operations 
of  the  new  program  will  require  a substantial  increase  in  personnel 
to  handle  the  heavy  workload  associated  with  the  many  transactions 
with  the  hundreds  of  colleges  in  the  complex  administration  of  the 
four  titles  of  the  act.  This  includes  receipt  and  review  of  applica- 
tions, the  development  of  loan  agreements,  negotiation  of  many  con- 
tracts for  language  institutes,  language  centers,  and  counseling  and 
guidance  training  institutes,  and  for  language  research ; development 
of  program  review  and  fiscal  controls,  preparation  of  reporting  sys- 
tems, etc. 

The  supplemental  request  of  $184,000  provides  for  30  additional 
positions  in  headquarters  and  the  establishment  in  the  9 HEW  regional 
offices  of  field  representative  positions  to  provide  closer  coordination 
with  the  institutions  participating  in  the  program.  Also,  the  request 
includes  funds  for  meetings  of  the  two  advisory  councils  to  the  Com- 
missioner, language  development  and  fellowships. 

Additional  funds  for  staff  and  expenses  are  imperative  at  this  time 
to  permit  the  orderly  continuation  of  this  program  which  has  been 
so  well  advanced  to  this  point. 

STATE  AND  LOCAL  SCHOOL  SYSTEMS 

Supplemental  funds  for  fiscal  year  1959  are  requested  in  the 
amount  of  $231,570  for  administration  of  grant  and  loan  programs 
under  titles  III,  Y,  and  X of  the  Nationah  Defense  Education  Act. 
Together  with  the  interim  appropriation  of  $371,200,  a total  of 
$602,770  would  be  provided  in  this  fiscal  year.  The  programs  being 
administered  operate  in  the  elementary  and  secondary  school  field 
and  provide  consultation  and  technical  assistance  as  well  as  adminis- 
tration of  grants  and  loans  for  the  purpose  of  strengthening  instruc- 
tion in  science,  mathematics,  and  modem  foreign  languages ; establish- 
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in^r  and  iiia rntainiiiir  irnidance,  counseling,  and  testing  services;  and 
improving  State  educational  statistical  services. 

Supplemental  funds  are  requested  primarily  to  provide  50  addi- 
tional  positions  to  an  initial  staff  of  67  provided  under  the  interim 
appropriation.  These  50  positions  will  be  needed  as  these  programs 
pass  trom  the  initial  phase  into  one  requiring  nationwide  collabora- 
tion with  State  educational  agencies,  review  and  analysis  of  a grow- 
ing number  of  State  plan  documents,  processing  of  a large  volume 
of  imyment  requests,  development  and  operation  of  a program  re- 
port ing  system,  and  the  development  of  a variety  of  educational  ma- 
terials designed  to  assist  States  in  making  optimum  use  of  the  grant 
and  kyin  funds  provided  by  Congress.  The  55  State  and  Territorial 
agencies  who  are  eligible  to  participate  are  in  need  of  services  and 
assistance  to  develop  and  implement  effective  programs. 

PROGRAM  DIRECTION  AND  SERVICES 

During  this  fiscal  year  the  implementation  of  the  National  Defense 
Education  Act  will  require  the  establishment  of  representatives  in 
five  regional  offices  to  represent  the  Office  of  Education  to  provide 
overall  field  coordination  and  leadership,  and  assist  in  direct  imple- 
mentation of  the  act.  These  regional  representatives  will  conduct 
liaison  with  State  educational  agencies  to  assure  the  adequacy  of 
office  services  and  render  special  services  as  required.  This  staff  is 
urgently  needed  at  this  time,  and  $43,800  is  requested  to  provide  for 
12  positions  and  other  expenses  necessary  to  initiate  this  program. 

The  new  program  functions  assumed  under  the  National  Defense 
Education  Act  have  added  significantly  to  the  workload  of  the  central 
services  of  the  Office  of  Education.  A special  responsibility  imposed 
on  the  Commissioner  is  that  provided  in  section  1001(d)  which  re- 
quires a study  and  appraisal  of  all  Federal  programs  having  an 
impact  on  institutions  of  higher  learning.  In  order  to  facilitate 
and  expedite  the  work  of  the  Office,  we  have  budgeted  $43,600  to 
provide  for  nine  additional  positions  and  related  expenses,  in  the 
several  management  areas  such  as  personnel  and  organization  services, 
fiscal  management,  general  services,  budget  management,  and  publi- 
cations services. 

INCREASED  PAY  COSTS 

An  amount  of  $517,000  is  required  for  increased  Pay  Act  costs 
authorized  by  Public  Law  85-462.  The  Office  of  Education  is  not  in 
a position  to  absorb  any  portion  of  this  cost  by  reason  of  the  many 
complex  responsibilities  resulting  from  the  enactment  of  the  National 
Defense  Education  Act,  and  the  need  for  additional  staff.  The  interim 
appropriation  for  administration  of  this  new  act  was  not  adequate 
to  provide  the  staff  required,  and  additional  funds  are  requested, 
Avhich  precludes  absorption  of  pay  costs. 

NEW  POSITIONS  REQUESTED 

Mr.  Thomas.  These  are  your  administrative  costs?  You  want 
$1,067,000  and  you  want  to  increase  your  positions  by  128? 

Dr.  Derthick.  That  is  right. 

Mr.  Thomas.  What  are  these  128  people  going  to  do  ? 
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Dr.  Derthick.  They  are  going  to  be  professional  service  people  to 
review  the  State  plans,  to  service  the  States,  to  advise  the  colleges  and 
universities.  Also  there  are  included  subprofessional  people  and 
clerical  people. 

• Mr.  Thomas.  This  program  alone  has  700.  This  is  a National  De^ 
fenseAct? 

Dr.  Derthick.  No,  sir.  The  700  positions  you  are  talking  about  are 
the  whole  Office  of  Education.  We  have  authorized  803  for  this  year. 

Mr. -Hughes.  We  received  an  increased  appropriation  of  $750,000  as 
a supplemental  last  year  to  initiate  this  program  and  we  have  author- 
ized, so  far,  150  positions  with  that  money. 

Mr.  Thomas.  All  right.  You  anticipate  me. 

Out  of  your  supplemental  last  year  you  got  150  jobs  ? 

Dr.  Derthick.  That  is  right. 

Mr.  Thomas.  You  are  now  seeking  128  more  ? 

Mr.  Hughes.  That  is  right. 

Mr.  Thomas.  That  is  a total  of  278? 

Mr.  Hughes.  That  is  right. 

Mr.  Thomas.  For  the  entire  fiscal  year  1959  ? 

Mr.  Hughes.  Yes,  sir. 

' Mr.  Thomas.  How  many  jobs  are  you  looking  for  in  1960  ? 

Mr.  Hughes.  For  national  defense  education  a total  of  323,  an  in- 
crease of  45  jobs. 

Mr.  Thomas  [reading] : 

The  National  Defense  Education  Act  provides  for  emergency  assistance  to  the 
States,  institutions  of  higher  learning,  and  to  individuals  in  the  form  of  grants, 
loans,  and  payments,  to  encourage  and  assist  in  the  expansion  and  improvement 
of  educational  programs  to  meet  critical  needs.  This  act  places  upon  the  Office 
of  Education  new  and  complex  responsibilities  in  connection  with  the  adminis- 
tration of  this  program.  An  interim  appropriation  of  $750,000  was  provided 
to  initiate  the  program,  but  is  not  adequate  for  the  workload  involved.  Sup- 
plemental funds  are  essential  to  finance  these  additional  operations.  An  amount 
of  $550,000  is  requested  to  provide  more  adequate  staffing  and  other  expenses 
to  implement  this  vital  program. 

PAY  INCREASES 

What  becomes  of  the  other  $650,000  ? 

Mr.  Hughes.  Do  you  mean  650  positions  ? 

Mr.  Thomas.  No;  you  have  $550,000  here  for  jobs  and  you  want  $1. 
million  ? 

Mr.  Kelly.  The  balance  is  for  pay  increases.. 

Mr,  Hughes.  The  $517,000  is  for  pay  increase  costs. 

Mr.  Thomas.  That  is  for  the  entire  Department  ? 

Mr.  Hughes.  That  is  right. 

Mr.  Thomas.  How  many  jobs  in  the  entire  Department  ? 

Mr.  Hughes.  803  authorized  for  the  fiscal  year. 

Mr.  Thomas.  Of  which  150  went  on  the  payroll  for  the  National 
Defense  Act  ? 

Mr,  Hughes.  That  is  right. 

Dr.  Derthick.  They  have  not  been  on  the  payroll  all  year.  We 
only  had  enough  money  to  stagger  150. 

. Mr.  Thomas.  What  is  your  total  cost  for  the  pay  increase  for  the 
Department  for  the  803  ? 

Mr.  Kelly.  $517,000. 
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Mr.  Thomas.  That  is  the  amount  you  are  seeking  here? 

Mr.  Kelly.  That  is  right. 

Mr.  Thomas.  You  have  not  absorbed  any  of  it? 

ISfr.  Kelly.  The  reason  no  absorption  was  made  in  the  Office  of 
Education  was  because  we  were  trying  so  hard  to  get  this  new  De- 
ferse  Education  Act  in  the 

Mr.  Thomas.  $517,000  makes  up  your  $1,067,000,  in  part? 

Mr.  Hughes.  Yes,  sir. 

Mr.  Thomas.  Two  acts.  Then  you  have  new  employees  to  the  tune 
of  128,  and  the  pay  act  increases  in  the  amount  of  $517,000;  correct? 

Mr.  Hughes.  Yes,  sir. 

Mr.  Thomas.  Mr.  Kirwan? 

FOREIGN  language  INSTRUCTION 

Mr.  Kirwan.  I want  to  ask  Dr.  Flemming  a question. 

You  and  I happen  to  come  from  the  same  State.  As  you  know,  in 
Ohio  we  have  a State  board  of  education  and  a member  of  that  board 
is  elected  from  each  congressional  district. 

The  member  from  my  district  is  opposed  to  Federal  education 
and  so  is  the  board  in  Ohio.  That  is  one  of  my  big  troubles,  trying 
to  keep  up  with  the  mail  that  is  sent  here  opposed  to  this. 

As  I say,  this  man  runs  in  the  same  congressional  district  that  I do 
and  he  happens  to  be  from  my  hometown.  As  you  know,  he  is  a very 
smart  man  and  an  outstanding  lawyer  in  the  State  of  Ohio.  But 
what  I wanted  to  ask  the  Doctor  here  is  something  about  a statement 
made  by  the  Commissioner. 

It  says : 

♦ ♦ ♦ This  widespread  interest  arises  from  a recognition  by  colleges  and 
universities  of  the  serious  deficiency  in  modern  language  teaching  in  this  country 
and  of  the  urgent  need  to  improve  the  situation.  Thirty-five  years  ago,  27  per- 
cent of  our  high  school  students  were  taking  at  least  one  modern  foreign  language ; 
in  1955,  the  percentage  was  down  to  less  than  15  * * 

Then  it  says : 

♦ * * There  are  24  languages,  each  of  which  is  spoken  natively  by  more  than 
20  million  people.  Of  these  24,  only  French  and  Spanish  are  widely  studied 
by  American  high  school  students  * * 

Then  the  statement  goes  on  to  say  that  if  we  are  to  take  our  place 
in  foreign  affairs  and  world  leadership  we  have  to  be  able  to  talk  other 
languages. 

Dr.  Derthick.  Yes,  sir. 

Mr.  Kirwan.  Of  the  Slavs  and  Latins,  pretty  nearly  everyone  of 
them  can  speak  two  languages  in  this  country,  and  that  goes  for  the 
Hungarians,  too. 

In  my  hometown  most  every  child  goes  to  a school  in  the  summer- 
time that  the  Hungarians  provide  for  their  children. 

Could  you  not  gather  information  on  the  thousands  of  these  people 
who  can  speak  these  foreign  languages  ? 

I know  many  instances  where  a fellow  can  speak  seven,  eight,  or 
nine  languages,  but  he  can  not  get  into  the  State  Department.  He 
may  be  a lawyer  or  qualified  in  some  other  way,  but  he  has  great  diffi- 
culty in  getting  employment  in  the  State  Department  or  anywhere 
in  Government  where  world  leadership  is  involved. 
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Could  you  not  provide  for  the  Congress  a list  of  how  many  children 
can  speak  two  or  three  or  four  languages,  whatever  it  may  be  ? This 
could  be  obtained  easily  from  a school  report. 

I know  of  an  instance  in  Germany  where  this  sort  of  question  was 
answered  overnight. 

Here  we  talk  about  how  we  are  failing  to  provide  adequate  teaching 
of  foreign  languages.  We  do  not  give  credit  to  the  Slavs  and  the 
many  others  who  have  taught  their  children  to  speak  two  languages. 

Dr.  Derthick.  One  of  our  purposes  in  title  10  of  the  Defense  Act 
is  to  set  up  the  machinery  to  get  such  information  quickly. 

Mr.  Kirwan.  Yousay  get  it  quickly  ? 

Dr.  Derthick.  Yes,  sir.  However,  in  this  country  we  have  a rela- 
tively few  youngsters  who  can  speak  a second  language. 

Mr.  Kirwan.  In  this  country? 

Dr.  Derthick.  Yes,  sir;  relatively. 

Mr.  Kirwan.  Not  in  the  town  I represent. 

Dr.  Derthick.  You  have  an  unusual  situation  because  you  have 
many  foreign-born  people  in  your  State. 

Mr.  Kirwan.  Yes,  but  look  at  what  we  have  all  over  the  country. 
The  Members  in  Congress  illustrate  that.  I might  say  that  that  is 
rightfully  so.  There  are  many  of  the  Slav  and  Latin  races. 

This  is  not  only  true  of  Youngstown.  They  are  from  all  over  this 
Nation  and  they  are  taking  their  place  in  the  Nation  rightfully;  not 
just  in  Youngstown,  but  all  over  the  State  of  Ohio  and  many  other 
States.  Yet,  we  have  no  knowledge  of  how  many  children  can  speak 
two  or  thre^  languages ; not  a thing. 

It  would  be  simple  to  collect  that.  All  you  have  to  do  is  ask  the 
board  of  education  in  Ohio,  when  you  leave  this  room  today,  if  they 
can  furnish  you  within  4 days  how  many  children 

Dr.  Derthick.  I will  venture  to  say  the  board  of  education  in 
Ohio  would  not  know  that. 

Mr.  Kirwan.  I am  not  saying  that  they  would.  They  would  not 
know  but  all  they  would  have  to  do  is  to  tell  the  high  schools  to 
furnish  the  information. 

For  example,  just  2 or  3 weeks  ago,  a little  mining  town  in  Virginia 
wanted  to  find  out  how  many  children  came  to  school  that  morning 
without  breakfast.  Every  teacher  asked  how  many  children  that  day 
had  had  breakfast,  and  they  had  that  information  that  night. 

Two  hundred  came  to  school  that  day  without  breakfast,  according 
to  that  report. 

You  do  not  need  a great  working  organization  to  get  that  infor- 
mation. 

Dr.  Derthick.  It  is  rare  to  find  students  in  any  high  school  in  the 
country  who  can  speak  a second  language. 

Mr.  Kirwan.  Kare? 

Dr.  Derthick.  Yes,  it  is  relatively  rare. 

Mr.  Kirwan.  I will  tell  you  that  there  are  many  in  my  hometown 
who  can.  You  could  also  go  to  Detroit  and  you  will  find  thousands 
of  them  speaking  a second  language.  It  is  rare  where  you  will  find  a 
Slav  in  the  United  States  who  cannot  speak  two  or  three  languages 
and  the  same  goes  for  the  Latins. 

Dr.  Derthick.  For  the  country  at  large,  we  know  that  we  just  do 
not  speak  second  languages. 
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Mr.  Ki  UWAX.  1 miderstand  that,  but  I am  talking  abnnt  the'bnef? 
M ho  rai  no  into  this  country  by  the  millions,  since  the  turn  of  the  cen^ 
tury,  and  I am  talking  about  their  offspring.  They  all  speak  two 
or  throe  languages.  They  do  not  get  into  education  or  the  Govern- 
ment b(‘cause 

Mr.  Thomas.  They  do  not. 

Dr.  hh.EMMixo.  1 M’ould  like  to  say  that  I concur  in  the  point  you 
are  making;  namely,  Ave  have  not,  as  a nation,  made  full  utilization 
of  the  resources  we  have  along  this  particular  line.  I think  we  could 
go  mu(*h  further  than  we  have  in  making  it  possible  for  the  type  of 
])erson  you  are  talking  about  to  receive  the  additional  training  which, 
in  tui’ii,  would  make  it  possible  for  him  to  be  utilized  not  only  by 
State,  ICA,  and  other  agencies  in  the  Government,  but  also  utilized 
by  business  and  industry. 

Mr.  Kirwin.  Let  us  take  my  own  State;  it  spends  or  contributes 
about  five  or  six  billions  a year  in  taxes. 

One  of  the  most  brilliant  attorneys  in  my  hometown  ran  for  the 
State  board  of  education. 

He  is  the  chairman  of  that  board. 

Dr.  Flemming.  Congressman  Kirwan,  I have  not  noticed,  in  the 
amounts  the  States  are  asking  for  under  the  National  Defense  Educa- 
tion Act,  where  the  State  education  department  in  Ohio  has  not  made 
a request  to  participate. 

Mr.  Kirwan.  I am  telling  you  about  the  chairman  of  this  grpup>. 
I have  had  many  a letter  from  him  and  he  is  opposed  to  it. 

Dr.  Flemming.  He  is  a very  able  citizen. 

Mr.  Kirwan.  A very  able  person  but,  again,  I say  we  should  have 
kno”wn  long  ago  how  many  of  these  children  can  speak  two  languages. 
It  would  be  a simple  matter  to  ask  each  schoolteacher  to  get  this  in- 
formation. It  is  no  trouble  for  them  to  get  the  children  to  put  up 
their  hands. 

Dr.  Flemming.  I think  we  could  do  a much  better  job  by  making  an 
inventory  of  the  assets  we  already  have  in  this  particular  area  and 
then  trying  to  utilize  them  more  effectively  than  we  have  done. 

Mr.  Kirwan.  I am  only  taking  this  language  point  now. 

They  tell  you  that  if  many  of  these  children  already  speak  French 
and  Spanish,  what  do  they  want  to  take  Spanish  and  French  for 
again  ? 

Dr.  Flemming.  That  is  why,  out  of  the  list  of  24,  French  and 
Spanish  are  widely  studied. 

Dr.  Derthick.  The  thing  that  concerns  us  is  the  number  of  high 
schools  in  the  country  that  do  not  even  teach  foreign  languages. 

Mr.  Kirwan.  I understand  that.  That  is  why  I told  you  if  you 
could  get  this  information  on  the  children  who  can  speak  two  lan- 
guages, you  could  then  give  at  least  a vote  of  thanks  to  the  people, 
the  mothers  and  fathers,  of  these  children  for  the  millions  of  dollars 
they  have  saved  this  Nation.  Instead  of  that  we  criticize  them 
because  they  can  speak  two  or  three  languages. 

Dr.  Flemming.  They  not  only  teach  them  in  the  home,  but  they 
have  set  up  their  own  schools.  I think  they  are  entitled  to  a great 
deal  of  credit. 

Mr.  Kirwan.  They  are.  Doctor,  and  I am  thankful  and  grateful 
to  you  for  the  statement  you  just  made.  That  is  the  point  I Avas 
trying  to  get  over. 


557 


I would  like  to  see  if  we  could  find  out  how  many  children  speak 
two  languages.  You  will  be  surprised  when  you  get  that  informatioii. 

Mr.  Thomas.  Yes,  they  learn  these  languages  at  home  and  not 
in  school. 

GUIDANCE,  COUNSELING,  AND  TESTING 

Mr.  Boland.  Mr.  Commissioner,  the  chairman  had  something  to 
say  about  guidance,  counseling,  and  testing  in  the  grants  to  States, 
and  that  particular  activity.  I rather  share  his  thinking  on  this 
appropriation.  I recognize  the  fact  that  this  is  a congressional  man- 
date and  so  it  is  something  we  have  to  appropriate  for.  My  feeling 
with  respect  to  this  activity  is  based  upon  what  we  have  done,  and 
Avhat  the  areas  have  done  with  respect  to  counseling.  I cannot  under- 
stand why  States  and  local  communities  do  not  do  it  on  their  own. 
They  ought  to  do  it  on  their  own.  It  is  all  very  well  for  those  who 
espouse  this  kind  of  program  to  say  they  do  not  do  it  and,  therefore, 
the  responsibility  comes  to  the  Federal  Government.  That  is  not 
my  thinking  at  all. 

Many  States  and  local  communities  are  doing  the  testing  and 
counseling  and  they  are  spending  money  for  it  in  their  own  local 
areas.  This  is  precisely  what  ought  to  be  done  in  other  areas  who 
could  do  it.  I do  not  think  the  Federal  Government  ought  to  go  in 
there  and  say  ‘Sve  want  you  to  do  it,  and  we  are  going  to  set  up  some 
money,  and  this  year  you  are  going  to  get  the  money  for  it  and  it  is 
going  to  be  on  a matching  basis.’’ 

This  stimulates  the  areas  to  do  this  kind  of  a job  that  ought  to  be 
done  in  any  event  because  I think  it  is  the  responsibility  on  the  part 
of  those  who  appropriate  the  money  in  the  various  localities  to  say 
“Well,  if  we  do  not  do  it  here,  they  are  going  to  do  it  in  other  areas, 
and  their  children  are  going  to  be  better  educated  and  advised  and 
have  better  counseling.  ” 

Dr.  Derthick.  Well,  I think  there  is  much  to  what  you  say.  The 
justification  I see  for  the  Federal  Government  coming  in  is  this: 
One  quarter  million  bright  minds  that  we  are  losing  each  year  for 
the  lack  of  it.  Also,  we  have  seen  these  stimulation  programs  go  in 
in  other  fields  wherein  the  States  did  not  have  the  services  or  a local 
community  did  not  have  the  services,  but  when  the  stimulation  came 
in  and  got  them  started  they  saw  the  benefit  of  it  and  carried  on.  F or 
example,  it  is  one  thing  to  tell  the  parents  “look  what  your  children  are 
missing  in  your  State.  They  are  getting  it  in  other  communities, 
and  you  ought  to  have  it,  too,”  but  if  you  let  parents  see  it  firsthand, 
then  they  want  to  buy  it. 

Mr.  Boland.  I think  they  recognize  that  anyway.  In  other  words, 
one  State  is  doing  the  guidance  and  counseling  and  testing,  and  it  is 
taking  care  of  its  students  while  other  areas  are  not  doing  it.  Why 
should  those  in  the  areas  doing  it  have  to  pay  for  those  who  are  not 
doing  it  in  other  areas  ? 

I do  not  think  people  ought  to  be  lackadaisical  about  the  educa- 
tional requirements  in  their  areas  that  fail  to  do  the  job  that  ought 
to  be  done.  The  students  are  there,  and  there  are  a great  number 
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of  brilliant  and  bright  students  that  we  need  if  this  Nation  is  going 
to  go  forward.  It  would  seem  to  me  that  commonsense  ought  to  tell 
local  oflicials  that  this  is  what  we  have  got  to  do  if  our  children  are 
going  to  compete  with  boys  and  girls  in  other  areas. 

Dr.  Dertiiick.  In  certain  districts,  for  example,  where  local  super- 
intendents were  not  doing  the  things  which  they  should  have  been 
doing,  I met  with  Kiwanis  Clubs,  or  with  the  League  of  Women 
Voters  to  get  them  to  put  up  money  to  start  a service  for  children, 
and  got  it  started,  and  demonstrated  actually  before  the  very  eyes 
what  happened  when  children  had  these  aids  and  then  I was  able  to 
get  tax  support  for  it  locally,  but  some  way  or  other  you  have  got  to 
show  them  first,  in  some  places. 

Kemember,  a lot  of  these  bright  minds  are  located  all  over  the 
country,  and  they  are  coming  from  some  of  the  worst  districts. 

ADVANCED  TRAINING  IN  FOREIGN  LANGUAGES 

^Fr.  Boland.  In  the  activity  for  advanced  training  in  foreign  lan- 
guages specifically  what  foreign  languages  are  the  Office  of  Educa- 
tion going  to  be  interested  in? 

Dr.  Derthick.  Well,  we  have  the  Learned  Society  which  is  doing 
a research  study  to  answer  that  question,  and  to  find  out  which  lan- 
guages our  Government  needs,  industry  and  commerce  needs,  and 
education  needs. 

In  other  words,  we  do  not  feel  competent  to  judge  that  without 
this  careful  research  being  done,  and  we  will  soon  have  the  results 
of  that'  research. 

]\Ir.  Boland.  I am  glad  to  hear  that  you  have  that  program  under 
way. 

Dr.  Derthick.  It  is  not  a hit-or-miss  proposition. 

Mr.  Boland.  It  ought  not  to  be  a hit-or-miss  proposition.  I do 
not  think  the  Office  of  Education  ought  to  be  making  these  particu- 
lar grants  for  this  activity  in  languages  that  are  fairly  popular  for- 
eign languages  such  as  French,  Italian  or  Spanish  or  in  those  lan- 
guages where  a great  number  of  people  in  the  United  States  speak 
them. 

The  committee  which  is  responsible  for  this  program  should  direct 
its  efforts  to  those  languages  that  are  more  important  to  us  in  a world 
situation  as,  for  instance,  Kussian  and  that  type  of  language. 

Dr.  Derthick.  And,  for  example,  some  of  the  African  languages. 
Africa  is  a very  strategic  area  or  so  they  tell  us  now. 

Mr.  Boland.  So,  actually,  the  program  is  predicated  upon  the  im- 
portance of  the  language  to  the  activities  of  our  Government 

Dr.  Derthick.  And  industry. 

Mr.  Boland.  And  industry,  and  with  respect  to  our  foreign  policy. 

Dr.  Derthick.  Yes,  sir. 

Mr.  Boland.  I think  that  is  a good  way  to  handle  it. 

FUNDS  FOR  IMPLEMENTATION  OF  PUBLIC  LAWS  815  AND  874 

This  Office  is  responsible  for  the  implementation  of  Public  Laws 
815  and  874? 

Dr.  Derthick.  Yes,  sir. 
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Mr.  Boland.  Was  there  any  money  requested  of  the  Bureau  of  the 
Budget  in  a supplemental  for  either  of  these  activities  ? 

Dr.  Derthick.  No,  sir. 

Mr.  Boland.  Why  was  there  not  ? Is  there  now  a lack  of  money  to 
be  returned  to  the  localities  for  the  implementation  of  Public  Laws 
874  and  815? 

Dr.  Derthick.  We  are  paying  about  85  percent  of  the  entitlement 
under  Public  Law  874. 

Mr.  Boland.  What  does  the  law  say  we  ought  to  pay?  Do  we  not 
have  an  obligation  to  pay  100  percent? 

Dr.  Derthick.  The  law  provides  if  there  are  insufficient  funds  ap- 
propriated, we  must  pay  on  a pro-rata  basis. 

Mr.  Boland.  Did  not  the  Office  of  Education  know  at  the  time  the 
supplemental  came  up  here  that  there  was  a lack  of  funds  to  the  ex- 
tent of  15  percent? 

Dr.  Derthick.  Yes,  sir. 

Mr.  Kelly.  Yes,  sir;  at  the  time  this  law  was  enacted  to  extend  and 
modify  Public  Laws  815  and  874  the  administration  did  send  up  an 
amendment  to  the  budget  in  the  supplemental  designed  to  pay  the  full 
entitlement  under  both  laws  and  the  Congress  appropriated  a lesser 
amount  of  money. 

Mr.  Boland.  But,  I do  not  like  that  reasoning. 

I do  not  think  the  Office  of  Education  really  ought  to  like  it,  either. 
Here  we  are  faced  with  the  fact  that  we  are  only  now  paying  85  per- 
cent of  the  entitlement  where,  in  effect,  we  owe  100  percent.  I do  not 
know  why  there  was  not  a request  made  in  the  supplemental.  Let 
us  not  put  the  burden  back  on  the  85th  Congress,  because  it  failed 
to  appropriate  all  the  money  which  you  requested,  and  which  you 
thought  was  necessary  for  fiscal  year  1959. 

The  fact  of  the  matter  is  we  are  faced  with  a reality  now  and  we 
are  faced  with  the  fact  that  you  are  now  going  to  deprive  the  various 
localities  of  the  entitlement  which  they  are  due  to  receive  under  Public 
Laws  815  and  874. 

I am  not  concerned  so  much  by  Public  Law  815,  the  construction 
program,  so  much  as  I am  Public  Law  874. 

Dr.  Derthick.  Yes,  sir;  the  Maintenance  and  Operation  program. 

Mr.  Boland.  Local  school  budgets  have  been  predicated  upon  the 
fact  that  they  would  get  all  the  money  they  are  entitled  to  under 
that  law.  They  are  not  getting  it  because  the  Office  of  Education 
did  not  request  the  money  in  the  supplemental. 

Was  there  even  the  slightest  indication  by  the  Office  of  Education 
that  this  money  was  needed  to  implement  Public  Law  874? 

Mr.  Kelly.  I think  in  fairness  to  the  Office  of  Education  they  made 
known  the  extent  to  which  the  appropriation  was  deficient,  but  the 
Department  did  not  request  it  of  the  Bureau  of  the  Budget. 

Mr.  Boland.  By  what  amount  is  the  appropriation  deficient  under 
Public  Law  874? 

Mr.  Hughes.  It  is  deficient  to  the  extent  of  $20  million. 

Mr.  Boland.  In  order  to  satisfy  the  obligation  which  the  Office  of 
Education  has  as  well  as  the  Federal  Government  to  the  local  com- 
munities, we  would  have  to  appropriate  an  additional  $20  million  in 
this  supplemental  to  take  care  of  the  various  localities  which  receive 
grants  under  that  law  ? 

37458 — 59 36 
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Dr.  Dekthick.  Yes,  sir;  that  is  exclusive  of  Public  Law  815. 

Ml*.  Poland.  You  would  not  object  if  the  Congress  gave  you  the 
8o()  million  to  implement  it  ? 

I )r.  Dkhtiiick.  We  would  do  our  best  to  administer  it  in  an  effective 
manner. 

Mr.  Poi.ANi).  1 do  not  say,  of  course,  that  you  are  going  to  get  it. 
1 am  sure  that  the  Otiice  does  the  job  it  is  supposed  to  do  under  the 
law,  and  I think  there  should  have  been  a specific  request  made  by 
tlie  Office  of  Education  to  the  Bureau  of  the  Budget  for  the  imple- 
mentation of  both  Public  Laws  874  and  815. 

interest  in  this  stems  from  the  fact  that  I have  been  besieged 
by  requests  from  all  over  my  State,  and -many  other  States  aud  local 
school  committees  and  school  superintendents  who  realize  that  the 
failure  to  appropriate  the  100  percent  entitlement  under  Public  Law 
874  means  that  they  are  going  to  be  deprived  of  about  15  percent  of 
their  entitlement. 

Dr.  DruiTHicK.  Yes,  sir. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

actual  and  estimated  obligation  under  public  law  874 

Mr.  Thomas.  Would  you  please  insert  at  this  point  in  the  record  a 
list  which  sets  forth  the  entitlement  picture  here  ? 

Dr.  Derthick.  Yes,  sir. 

(The  information  requested  follows:) 


Public  Law  87 A actual  and  estimated  obligations  by  districts  for  the  State  of  Massachu- 
setts, fiscal  year  1958-59 


Project 

number 

(1) 

School  district 

} ■ • • 

1 • ' • 

: (2) 

1958  entitle- 
ment 

1959  estimated  entitle- 
ment 

100  percent 
(3) 

100  percent 
(4) 

85  percent 
(5) 

1 

Town  of  Ayer  School  Committee 

$175, 378 

$217, 704 

$185, 048 

2 

Town  of  Ludlow  School  Committee 

14, 187 

19, 605 

16,  664 

3 

Rutland  School  Committee. 

9,  236 

10,  547 

8,  965 

4 

Tuwp  'ofTJatvard  School  Committee 

3, 140 

(0 

5 

Town  of  Littleton  School  Committee 

17, 097 

18, 177 

15,450 

6 

City  of  Northampton  School  Committee 

32, 522 

39, 054 

33, 196 

7 

City  of  Spripgfield  School  Committee 

179,  915 

217,  426 

184, 812 

8 

Town  of  Falhaouth  School  Committee 

73,  473 

85,  421 

72,  608 

9 

Town  of  Bedford  School  Committee 

43,  649 

61, 054 

51,  896 

10 

City  of  Chicopee  School  Committee 

386, 265 

412, 907 

350, 971 

11 

Town  of  Granby  School  Committee 

12,  503 

0) 

12 

South  Hadley  School  Committee 

16,  992 

(0 

13 

Town  of  Hingham  School  Committee 

41, 109 

(0 

14 

City  of  Holyoke  School  Committee  . 

24,  698 

0) 

15 

Town  of  Bourne  School  Committee 

157,  899 

311,244 

264,  557 

16 

Town  of  Barnstable  School  Committee  

16,  068 

0) 

201 

Town  of  Mashpee  School  Committee 

2,  607 

6,  460 

5,  491 

202 

Town  of  Sandwich  School  Committee  ..  . 

5,888 

6,  998 

5,  948 

501 

Town  of  Shirley  School  Committee.  

11,  081 

10, 898 

9, 263 

502 

Town  of  Weymouth  School  Committee  

no,  733 

135,  590 

115,  252 

503 

Town  of  Trmo  School  Committee  

2,  614 

(') 

504 

Town  of  Wellfleet  Public  School  District 

4,  983 

(0 

505 

Town  of  N atick  School  Department  

39,  648 

(0 

506 

Town  of  Norwell  School  Department  . . . 

10,  945 

18,  544 

15,  762 

507 

Town  of  Hanover  School  Department 

10,  900 

13,  631 

11,586 

508 

Marshfield  Sichool  Committee...  ...  ...  . 

8,  095 

11, 379 

,9,672 

509 

Town  of  Bralintree  School  Comrhilteel... 

48,628 

(0  • 

510 

Town  of  Scituate  School  Committee  ...  ..  . .. 

14,  798 

(') 

512 

Town  of  Wilbraham  School  Committee  . ...  .. 

7,  037 

8, 382 

7, 125 

513 

Town  of  East  Longmeadow  School  Committee.. 

(2) 

(0 

601 

Town  of  Hull  School  Committee  ...  .. 

16,  231 

21,  413 

18,  201 

602 

City  of  Quincy  School  Committee ...  ..  . 

174,  374 

(1) 

603 

Town  of  Cohasset  School  Committee  ...  . ..  

9,  551 

11,688 

9,935 

604 

Town  of  Rockland  School  Committee ..  .. 

23, 066 

23,  938 

20, 347 

605 

Town  of  Billerica  School  Committee..  

39, 894 

42,  599 

36, 209 

606 

Abington  School  Committee..  . ...  

16,  622 

23, 132 

19,  662 

607 

Town  of  East  Bridgewater  School  Committee  . . ..  . 

4,  987 

(') 

608 

Lunenburg  School  Committee  . ... 

5,  214 

(1) 

701 

Town  of  Pepperell  School  Committee . ..  ..  .. 

6,  815 

(') 

702 

Town  of  Hanson  School  Department  . ... 

5,  646 

7,  793 

6,  624 

703 

Lexington  School  Committee.  .... . 

49,  058 

(0 

704 

Town  of  Amesbury  School  Committee..  ...  ..... 

8,  800 

11,217 

9,534 

705 

Newburyport  School  Committee..  . .......... 

13, 120 

15, 307 

13,  on 

706 

jConcord  Public  Schools  . . 

29,  516 

42, 191 

35, 862 

707 

Town  of  Acton  School  Committee  

6, 304 

9,  677 

8,  225 

708 

Burlington  School  Committee 

14, 815 

(0 

709 

Tewksbury  Public  Schools 

17, 127 

23, 421 

19,  908 

710 

Westford  School  Committee 

10, 355 

13, 168 

11, 193 

711 

Town  of  Proyincetown  School.  Committee 

2,  221 

(O 

801 

Acton-Boxborough  Regular  School  District,  Acton 

3,887 

7,702 

6,  547 

802 

Town  of  Nantucket  SchoobCommitteeir.^  ...  ... 

6, 833 

6,968 

5,  923 

803 

Town  of  Groton  School  Committee.  

8, 004 

12,  549 

10,  667 

804 

Town  of  Sudbury  School  Committee. 

11, 024 

(1) 

805 

Town  of  Salisbury  School  Committee... . .. 

3,  851 

4, 307 

3,  661 

806 

Lincoln  School  Department  ...  . 

7,  259 

37,  694 

32, 040 

808 

Town  of  Carlisle  School  Committee  . . .. 

2,208 

(0 

809 

Lincoln-Sudbury  Regular  School  District,  Sudbury..  . 

4,  326 

(1) 

810 

Wilmington  Public  Schools  

11,  808 

18,  267 

15,  527 

811 

Framingham  School  Committee  . ........ 

35,  227 

43,  832 

37,  257 

812 

Pittsfield  Public  School  Committee  ....  ........ 

115,  484 

192,  884 

163;  951 

813 

Town  of  Wayland  School  Committee.  .. 

10, 189 

(1) 

814 

Woburn  School  Committee ..  ... 

27’  031 

(1) 

815' 

Winthrop  School  Committee  ..  . ...  ...  

26^  424 

fi) 

816 

Randolph  School  Committee . ..... 

22, 017 

23,  941 

20,  350 

817 

Duxbury  School  Committee  . . ..  

4,  590 

(0 

818 

Hinsdale  School  District  . ...  ..  

2, 130 

3. 071 

2.610 

819 

Stoughton  School  Committee  . 

11, 043 

(') 

820 

Williamsburg  School  Committee  - ... 

4,  572 

(>) 

821 

Nahant  School  Committee  ...  ....  ...  ... 

3, 491 

(1) 

822 

Town  of  Lenox  School  Committee  — . 

3;  455 

7,  598 

6, 458 

823 

■ Hdlbrodk  School  Committee. . ....  . ... 

12,  747 

(’) 

824 

Westwood  School  Committee..  .... 

8,  662 

11,  526 

9,  797 

825 

Middleton  School  Committee..  . 

2,  051 

(1) 

826 

Peabody  School  Committee ......  ..  ... 

18,  633 

20,  530 

17.  451 

See  footnotes  at  end  of  table,  p.  562. 
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Public  Law  874  actual  and  estimated  obligations  by  districts  for  the  State  of  Massachu- 
setts, fiscal  year  1958-59 — Continued 


Project 

number 

School  district 

1958  entitle- 
ment 

1959  estimated  entitle- 
ment 

1 .. 

100  percent 

100  percent 

85  percent 

(I) 

(2) 

(3) 

(4) 

! (6) 

828 

Town  of  Canton  School  Committee 

8, 135 
1,742 
6,686 
24, 662 
16, 149 
18, 829 
22, 898 
25, 074 
13, 045 
9, 842 
2, 499 
19, 175 
3,  572 
7, 462 
6.  520 

(-1) 

(‘) 

0) 

31,352 
16,973, 
20, 444 
(‘) 

(0 

(i) 

829 

Cheshire  School  District 

830 

LancsborouRh  School  Committee 

831 

Wareham  School  Committee 

26,64» 

14,427 

17,377 

832 

Milton  School  Committee 

a34 

Headine  School  District  

a35 

City  of  Haverhill  School  Committee 

a36 

Saueus  School  Committee  

837 

Leominster  School  Department. 

838 

Dalton  Public  Schools 

13, 696  ‘ 

11, 667 

839 

Hatfield  School  Committee..  . 

(0  ' 
27, 139 
(0 

11, 529 

840 

Town  of  Wakefield  School  District 

; 23, 068 

841 

Town  of  Hadlev  School  District 

843 

Town  of  North  Readme  School  District 

' 9, 780 

844 

Town  of  Ipswich  School  Committee 

901 

Townsend  School  Committee 

5,806 
37, 742 
54, 450 
25. 320 

7.  638 
45, 017 
64,  745 
33, 778 
8,499 
(>) 

(0 

0) 

24, 361 
(0 
0) 

75, 150 
9, 327 
(0 
(0 
(0 
(0 
0) 

0) 

24, 826 
0) 

0) 

0) 

16, 367 

6, 407 
38, 264 
56. 033 
28,711 
7, 224 

902 

Waltham  School  District 

903 

Brockton  School  Committee 

904 

Chehea  School  District. 

905 

Ashland  Public  School  District 

4, 441 
4, 364 
5, 059 
14, 915 
17,  835 
10, 056 
49.  294 

906 

North  Andover  Public  Schools 

907 

Hamilton  Town  School  District 

908 

Dedham  School  Department 

909 

Town  of  Chelmsford  School  District 

20,707 

910 

Whitman  School  District 

911 

City  of  Malden  School  District 

912 

Citv  of  Somerville  School  District 

63, 079 
9, 167 
2,730 
12,  623 
11, 306 

19,  727 
60,  557 

8, 639 

20,  564 
1,820 
2,  744 
1,  375 

10,  519 
(2) 

43,  421 

63, 878 
7,928 

913 

Easton  School  Committee 

914 

Topsfield  School  Committee 

915 

Danvers  School  Committee 

916 

Stoneham  School  Committee 

917 

Melrose  School  Committee  ^ 

918 

Medford  Public  Schools 

919 

T ynnfield  School  Committee 

920 

Pelrront  School  Committee.  

21, 102 

921 

Bowley  School  Committee  

922 

Goorgctowm  School  Committee 

923 

P oxford  School  Committee  . 

924 

Plvmo’ith  School  Committee 

13, 912 

925 

Be”erly  School  Committee  

0) 

926 

Arlington  School  Committee  . 

(') 

1001 

Town  of  Sherborn  School  Committee  

3,932 

3, 342 

1002 

Town  of  Cro^eland  School  Committee 

1,  567 

1,  332 
5,823 

1003 

Town  of  Westboro  School  Committee 

6,  850 

1004 

West  Newb’irv  School  Committee 

1. 165 

, 990 

1005 

A^’on  School  Committee  ...  ..  ..  . 

4,  034 
5,527 

3,  429 

1006 

Pentucket  Regular  School  District 

4, 698 

Total 

2, 985, 593 

2, 695, 150 

2,290,854 

1 1^58-59  apnlication  has  not  been  received  in  this  office  to  date. 
* No  net  entitlement. 


NATIONAL  DEFENSE  FELLOWSHIPS 

Mr.  Bow.  Dr.  Derthick,  I notice  on  page  4 of  your  statement  with 
reference  to  National  Defense  Fellowships  you  state — 

This  program  will  encourage  and  assist  in  the  expansion  and  improvement 
of  facilities  for  graduate  education  and  increase  the  supply  of  well  trained  col- 
lege and  university  teachers. 

Let  me  preface  my  question  by  saying  this:  In  the  preliminary 
examinations  that  I give  for  appointments  to  the  service  Academies 
I have  been  concerned  with  the  low  grades  that  the  various  appli- 

\ 
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cants  have  received  in  mathematics,  and  I chided  some  of  the  school 
superintendents  of  my  district  one  time  about  this,  and  they  told  me 
if  I could  find  some  way  whereby  they  could  pay  teachers  an  equiva- 
lent sum  that  industry  pays  a good  mathematician,  perhaps,  we  could 
solve  it. 

OBLIGATION  OF  BECIPIENTS  OF  FELLOWSHIP  TO  TEACH 

What  is  there  in  this  program  which  would  mean  that  these  well 
trained  and  special  trained  people  that  get  these  grants  would  go 
into  the  teaching  profession  and  not  into  industry? 

Dr.  Derthick.  There  is  not  an  absolute  guarantee,  Mr.  Bow,  that 
they  would  take  up  teaching.  The  graduate  institutions,  however, 
in  selecting  the  people  for  these  fellowships  have  in  mind  people  who 
are  planning  to  go  into  college  teaching.  The  whole  purpose  of  it 
is  to  increase  the  reservoir  of  personnel  that  goes  into  that  field. 

Mr.  Bow.  But,  even  though  they  have  the  intention,  when  some 
offer  comes  along  about  the  time  they  graduate  with  this  extra  train- 
ing which  has  been  paid  for  by  the  taxpayers  and  somebody  makes 
them  an  offer  to  go  into  private  industry,  it  might  be  hard  for  them 
to  turn  it  down. 

Dr.  Derthick.  That  could  happen,  but  if  we  increase  the  reservoir 
so  m'aterially  of  the  prospective  teachers  we  believe  that  education 
would  get  a very  major  share  of  them,  and  if  we  do  not  increase  the 
reservoir,  then  we  are  worse  off  than  ever. 

Mr.  Bow.  In  the  ROTC  and  the  NKOTC  programs  where  grants 
are  given — Federal  grants — for  education  at  the  schools,  there  is  an 
agreement  by  contract  that  they  will  serve  so  long  in  the  service 
from  Avhich  they  receive  their  grants. 

Is  there  any  reason  why  that  cannot  be  done  by  some  contract  or 
understanding  with  these  people,  that  they  would  spend  so  much  time 
in  the  teaching  profession  after  graduation  ? 

Dr.  Derthick.  Well,  of  course,  it  could  be  provided,  but  it  is  not. 

Mr.  Bow.  Well,  what  do  you  think  about  it? 

Dr.  Derthick.  I would  be  reluctant  to  tie  it  down  that  hard  and' 
fast,  because  I think  education  is  going  to  get  a major  share  of  them. 

Mr.  Bow.  What  makes  you  think  that  ? 

Dr.  Derthick.  Because  in  the  selection  process  for  the  fellowships 
I ^ink  that  these  institutions  are  going  to  select  people  who  have 
thmr  heart  in  teaching.  I have  had  the  experience  over  and  over 
again  of  seeing  people  forego  extra  advantages — financially  and  other- 
wise— in  other  fields  in  order  to  stay  in  the  teaching  profession.  I 
think  the  selection  process  will  insure  that  a major  portion  of  them 
will  stay  in  teaching. 

Mr.  Bow.  You  have  seen  a good  many  fine  teachers  go  into  the 
profession 

Dr.  Derthick.  Yes,  sir;  that  is  right. 

Mr.  Bow.  Probably  more  have  gone  in  that  way  than  who  have 
stayed  purely  out  of  dedication  to  the  educational  system?  Am  I 
right  ? 

Dr.  Derthick.  But  on  the  other  hand  we  have  lost  all  too  many.  I 
think  the  process  of  getting  up  these  teachers’  salaries  is  going  on  also. 
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inckp:ase  in  teachers’  salaries 

IVacliers*  salaries  are  being  raised  very  materially,  and  have  been- 
raised  vei'y  materially  in  the  last  5 or  6 years  and  they  have  got  to  coii- 
t iiiiie  to  rise. 

Mf'.  How.  C an  yon  insert  a chart  which  will  show  something  about 
the  increase  in  teachers’  salaries? 

Dr.  Derthtck.  Yes,  sir. 

(The  chart  referred  to  follows:) 


Table  30. — A7>erage  annual  salary  per  member  of  total  instructional  Maff  m full- 
time public  elementary  and  secondary  day  schools,  by  State;  and  personal  income 
per  member  of  labor  force,  continental  United  States:  1949-50  tO:  1955-56 


Region  and  State 

Unadjusted  dollars 

(1) 

1949-50 
^ (2) 

1951-52 

(3) 

1953-54 
(4)  , 

1955-56 
- (5)  .. 

Personal  income  per  member  of  labor  force,  con- 
tinental United  States 

3, 385 

3, 981 

■ 4,245 

4, 6d0‘ 

Average  annual  salary  per  member  of  instruc- 
tional staff,  continental  United  States 

3, 010 

3,450 

3,825 

' 4,156 

Northeast: 

Connecticut 

3, 558 

3, 937 

4,274 

4, 730 

Maine  --  --- 

2,115 

2, 269 

2, 427 

2,881 

Massachusetts ... 

3,  338 

3,  553 

4, 006 

4, 337 

New  Hampshire 

2,  712 

3, 031 

3,252 

3,510 

New  Jersey ^ . 

3,  511 

3, 922 

4, 271 

4,'747 

New  York  ..  . 

3, 706 

4, 591 

■4, -658' 

■ *5,277 

Pennsvlvania - - - 

3, 006 

3,  536 

4, 074 

4,  400 

Rhode  Island - 

3, 294 

3, 603 

3, 881 

4,  442 

Vermont.-  _ 

2,348 

2,598 

2, 820 

3, 105 

North  Central: 

Illinois .....  ...  

3, 458 

3, 903 

4,353 

4,757 

Indiana...  ..  ..  . . ...  ...  . .. 

3, 401 

3, 865 

4,086 

4, 376 

Iowa.-  ...  ...  -.  .... 

2, 420 

2,895 

2, 897 

3, 181 

Kansas...  . . 

2, 628 

2, 963 

3, 258 , 

. 3,673 

Michigan 

3, 420 

3,862 

3,999 

4,711 

Minnesota . .-.  . ...  . . 

3, 013 

3, 327 

3, 687 

. . 4,121 

Missouri . ..... 

2, 581 

2, 763 

3, 188 

3, 520 

Nebraska ..  ..  ..  ..  ..  .. 

2,292 

2, 550 

2,922 

'3, 171 

North  Dakota ....  . ...  . 

2, 324 

2, 535 

2, 659 

2,929 

Ohio ---  - - - - 

3, 088 

3,  537 

4, 012 

4,  337 

South  Dakota . J...  . . - 

2, 064 

2, 351 

. 2,638 

. 2, 943 

Wisconsin ..  . . 

3, 007 

3,  590 

3,840 

4, 127 

South : 

■ Alabama  ......  . . . . ...  

2,111 

2,  537 

■ V 2,783 

- i 3,386 

Arkansas  ..  ..  ...  ...  . . ...  . .. 

1, 801 

1,884 

2, 286- 

2, 378 

Delaware - . . . . 

3,  273 

3,919 

4,042 

4,561 

Florida ..  ..  ..  

2, 958 

3,  248 

3, 785 

4, 130 

Oeoreia.  . ...  ..  . . _ . 

1,963 

2,  586 

2,862 

3, 161 

Kentucky . . ..  .^...  . 

1,936 

2, 393 

2,  526 . 

2,698 

Louisiana..  ..  . . 

2,  983 

3, 124 

3,  504 

3, 885 

Maryland . . . . . 

3,  594 

3. 903 

4, 148 

4, 513- 

Mississippi ..  ...  . 

1,416 

1,617 

1,864 

2,436 

North  Carolina  ...... 

2, 688 

3,  282 

3, 354 

3, 400 

Oklahoma  ..  . . 

2, 736 

3, 031 

3,  271 

3, 7a3 

South  Carolina . ... 

1,891 

2,400 

2, 815 

3, 005 

Tennessee  . ..  . _ . 

2, 302 

2,462 

2, 875  . 

3,156 

Texas. .....  . . .. 

3,122 

3,  213 

3.886 

3,983 

Virginia 

2,  3‘?8 

2,  627 

3. 082 

3,  422' 

West  Virginia.  . .......  ...  I.. 

2,425, 

2, 967 

. 3,058 

3, 112 

District  of  Columbia.  . ..... . ... 

3, 920 

4,467 

4,  797  ■ 

•5,  394 

West: 

, 4.472 

Arizona..  . . . ..  ..  .. 

3,  556 

4. 021 

4,  401 

California  . ...  ..  . ...  

4,163 

4, 787 

5,  243 

Colorado.  ....  . . . . ..  

2, 821 

3,244 

3, 640 

4,012 

Idaho. 

2, 4«i 

^ 849 

3, 350 

2. 550 

Montana..-. . 1:. 'i... . 

o 

8, 094 

■3 

633 

Nevada...  ..  ....  

3, 209 

3,484 

3, 786 

■ 4, 496 

New  Mexico . ..  ---.  .-.  . . . ---. 

3,  215 

3, 621 

4,127 

4,  492 

Oreeon  . ..  . . .-.  ...... 

3, 323 

3, 679 

4,163 

4,  423 

Utah 

3,103 

3, 420 

3, 746 

3, 922 

Washington..  . ...  _.  ...  ... 

3,  487 

3,  919 

4, 334 

4,  554 

Wyoming--  ..  ..  ..  ..  

2,  798 

3,157 

3,  512 

3, 851 

Source:  Biennial  Survey  of  Education,  ch.  2. 
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Percentage  increase  in  average  annual  salary  per  member  of  the  instructional 


staff,  continental  United  States  : Percent 

2-year  period,  1940-50  to  1951-52 : — 14.6 

2-year  period,  1951-52  to  1953-54__ 10.9 

2-year  period,  1953-54  to  1955-56 8.7 


Average  salaries  by  State  for  1957-58  and  1958-59  are  given  on  page  23  of  the,^ 
publication  Estimates  of  School  Statistics,  1958-59,  published  by  the  research 
division  of  the  National  Education  Association.  These  figures  are  based  upon 
estimates  from  the  State  education  departments,  or  from  the  State  teachers’ 
associations,  or  from  the  central  NEA  research  division. 

Mr.  Thomas.  Will  you  yield  at  that  point,  Mr.  Bow  ? 

Mr.  Bow.  Yes;  certainly. 

Mr.  Thomas.  What  is  wrong  with  the  old  American  time-honored 
and  time-tested  principle  of  going  to  Avork  with  reference  to  our  school-’ 
teachers?  We  get  what  we  pay  for,  and  when  aat  want  something  bad 
enough,  Ave  pay  for  it.  AYe  need  it,  do  Ave  not  ? 

If  we  Avant  good  teachers,  it  looks  like  we  have  got  to  pay  for  them.. 
We  have  got  to  put  the  teachers  up  on  a high  pedestal  in  the  com- 
munity economically  and  socially. 

You  will  get  the  dedicated  teachers  if  you  do  that,  but  you  cannot 
expect  a teacher,  though  dedicated,  to  live  beneath  the  standards  of 
other  people  in  the  community  who  are  not  his  or  her  equal  mentally 
or  physically  or  any  other  Avay.  That  applies  to  most  men  and 
women.  It  seems  to  me  as  if  the  quicker  Ave  learn  that  the  quicker 
we  are  going  to  get  our  problem  solved. 

When  everything  is  said  and  done  it  is  not  these  fine  buildings  or 
this  fine  equipment  which  is  going  to  solve  the  problem.  It  is  purely 
that  dedicated  teacher  who  is  going  to  get  the  job  done. 

Dr.  Derthick.  Well,  Mr.  Thomas,  I would  not  take  anything  for 
having  that  statement  on  the  record.  It  is  beautifully  said,  and  I 
could  not  agree  more. 

ADVANCE  TRAINING  IN  FOREIGN  LANGUAGES  RESEARCH 

Mr.  Bow.  On  the  question  of  language  development,  I think  it  is 
agreed  that  undoubtedly  we  need  more  teaching  of  languages  particu- 
larly of  some  of  the  more  difficult  languages,  and  I agree  Avith  my  col- 
league from  Massachusetts  that  Italian,  French,  arid  Spanish  are 
pretty  well  covered,  but  I am  rather  interested  in  one  statement  here 
where  you  set  forth  very  clearly  in  your  statement  the  needs.  Mr.  Kir- 
wan  read  a part  of  it  to  you  where  you  said,  “The  change  over  the  years 
and  the  fewer  number  of  people  to  take  languages,”  and  then  in  the 
justifications  on  page  44  where  you  refer  to  evidence  of  needs — and  it  is 
rather  thoroughly  gone  into — as  to  why  we  need  them.  However,  I 
find  on  page  8 of  the  supplemental  request  is  included  $2,475,000  for 
research  authorized  under  Public  Law  602,  title  6,  this  language : 

Contracts  need  to  be  negotiated  as  soon  as  possible  for  studies  and  surveys  to 
determine  tbe  need  for  increasing  or  improving  instruction  in  modern  foreign 
languages. 

It  seems  to  me  you  have  pretty  well  pointed  out  in  your  justifications 
the  needs. 
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What  sort  of  contracts  are  you  ^oing  to  enter  into  with  this  $2,4T5,- 
000  to  determine  that  we  need  more  lan;[ruage  instruction  in  this 
country? 

Dr.  Derthick.  Well,  that  research  fi^re  that  you  speak  of  is  pri- 
marily to  improve  teachinj^  methods,  and  to  develop  teaching 
materials. 

For  example,  a number  of  these  languages  that  our  Government 
needs  taught  and  needs  people  that  can  use  them,  we  do  not  have  dic- 
tionaries for  those  languages  nor  textbooks. 

Mr.  Bow.  Are  we  going  into  the  business  of  writing  dictionaries 
in  all  of  these  various  languages? 

Dr.  Derthick.  Under  these  contracts  for  these  most  needed  lan- 
guages we  would  have  to  develop  dictionaries.  There  do  not  exist 
dictionaries. 

Mr.  Bow.  Will  you  please  enumerate  for  me,  Doctor,  what  contracts 
you  expect  to  enter  into  with  that  $2,475,000?  What  are  you  going 
to  use  that  money  for? 

Dr.  Derthick.  Dr.  Babbidge  is  familiar  with  that  and,  perhaps,  he 
can  answer  that  question. 

Dr.  Babbidge.  I cannot,  Mr.  Bow,  give  you  a specific  description 
of  the  contracts  to  be  entered  into  because  we  have  just  within 

Mr.  Bow.  F or  what  are  you  going  to  contract  ? 

Dr.  Babbidge.  We  are  going  to  contract  for  research  in  methods  of 
instruction,  and  the  use  of  new  dictionaries  so  that  language  compe- 
tence can  be  imparted  more  rapidly  and  more  effectively  to  people 
studying  the  language. 

We  are  going  to  contract  for  the  development  of  teaching  ma- 
terials. The  Commissioner  used  the  dictionary  as  an  illustration. 

Mr.  Bow.  What  dictionaries  do  you  plan  on  printing  ? 

Dr.  Babbidge.  I could  not  tell  you,  Mr.  Bow,  because  the  need  for 
surveys  by  language  has  not  been  met.  We  have  entered  into  a con- 
tract, as  the  Commissioner  indicated  earlier,  with  the  American  Coun- 
cil of  Learned  Societies. 

Mr.  Bow.  How  much  is  that  contract? 

Dr.  Babbidge.  $25,000. 

Mr.  Bow.  And,  is  that  paid — has  that  been  paid  or  does  that  come 
out  of  this  supplemental  ? 

Dr.  Babbidge.  That  has  beempaid. 

Mr.  Bow.  Let  us  find  out  what  you  are  going  to  do  in  research  and 
contracts  with  this  $2,475,000. 

Dr.  Babbidge.  We  are  going  to  pursue  and  follow  up  on  the  Ameri- 
can Council  of  Learned  Societies. 

Mr.  Bow.  How  much  is  that  going  to  cost  ? 

Dr.  Babbidge.  Well,  the  first  of  our  contracts  is  for  $5,000  to  sur- 
vey the  adequacy  of  instruction  in  Near  East  languages. 

Mr.  Bow.  That  is  $5,000  ? 

Dr.  Babbidge.  Yes,  sir;  that  has 'been  contracted  for,  but  we  have 
exhausted  the  funds  available  at  the  moment  for  research  and  surveys. 

Mr.  Bow.  Well,  we  have  $5,000  out  of  $2,475,000.  We  have 
$2,470,000  to  go. 

Where  are  we  going  to  use  it  ? 

Dr.  Derthick.  Mr.  Bow,  if  you  will  look  on  page  49  of  the  justi- 
fications, you  will  see  a broad  breakdown  of  that. 
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Mr.  Bow.  How  did  you  arrive  at  those  figures?  That  is  what  I 
am  trying  to  get  at.  Is  this  something  you  have  taken  out  of  the  air, 
or  do  you  have  something  basic  for  it  ? 

Dr.  Babbidge.  We  could  supply  you  for  the  record,  Mr.  Bow,  with 
a list  of  the  projects  which  we  think  ought  to  be  given  highest  pri- 
orities in  the  research  and  survey  field. 

These  have  been  priced  out,  roughly,  to  be  sure,  with  the  aid  of  con- 
sultants and  a group  of  advisors  in  the  language  teaching  field,  but 
we  do  not  think  that  they  really  are  ideal.  The  expenditures  for  im- 
provement of  instructional  techniques  in  physics,  for  instance,  spon- 
sored by  various  Federal  agencies  and  private  groups  run  in  excess  of 
$1  million  a year  for  that  study  alone,  and  just  in  the  development 
of  new  material  the  Massachusetts  Institute  of  Technology  is  concen- 
trating heavy  expenditures  and  effort  to  score  major  breakthroughs 
in  this  particular  field.  Our  whole  research  program  is  predicated 
upon  the  assumption  that  with  major  expenditures  over  a short  period 
of  years  we  can  effect  such  a breakthrough. 

Mr.  Bow.  In  other  words,  as  I take  it,  then  in  this  $2,475,000  you 
have  no  definite  contracts  ready  to  go  ? 

Dr.  Babbidge.  We  have  not  been  in  a position  really  to  negotiate 
contracts  because  we  have  no  funds. 

Mr.  Bow.  And  you  have  had  no  conferences  with  people  with  whom 
you  might  contract? 

Dr.  Babbidge.  We  have  had  a good  many  such  conferences. 

Mr.  Bow.  Have  they  given  you  any  figure  as  to  how  much  their 
services  would  cost  ? 

Dr.  Babbidge.  We  have  discussed  figures. 

Mr.  Bow.  Can  you  tell  us  something  about  that  ? 

Dr.  Babbidge.  I cannot  at  this  time,  I am  sorry  to  say,  but  we  can 
provide  it  for  the  record. 

(The  following  information  was  supplied  for  the  record:) 

Research  in  Language  Bevelopment 

A contract  was  arranged  with  the  American  Council  of  Learned  Societies  for 
a 3-month  study  of  language  needs  in  Government,  business,  industry,  and  edu- 
cation, and  for  a survey  of  the  adequacy  of  present  higher  education  offerings 
in  languages  which  might  be,  eligible  for  consideration  as  the  basis  for  establish- 
ing centers.  The  cost  of  these  surveys, , to -be  completed  by  February  1,  1959,  is 
$25,000. 

Additional  funds  will  be  requested  under  the  supplemental  authorization  to  ex- 
pand research  by  $2,475,000.  This  is  extremely  important  at  this  stage  in  the 
development  of  the  program  because  of  the  very  considerable  groundwork  in 
research,  experimentation,  and  studies  which  must  be  done  before  the  language 
centers  and  institutes  can  begin  to  carry  out  effectively  the  training  job  planned 
for  them.  The  areas  of  research  and  studies  requiring  immediate  attention  fall 
roughly  into  the  following: 

1.  Development  of  l)asic  instructional  material  and  research  into  the  operation 
of  language  and  area  centers. — In  order  to  provide  the  adequate  instruction  in 
the  critical  languages  that  will  be  expected  at  centers,  much  developmental  work 
will  be  necessary  in  the  various  hitherto  neglected  languages  involved.  New 
linguistic  analyses,  dictionaries,  teaching  methods  and  materials,  and  auxiliary 
instructional  aids  to  be  used  with  mechanical  and  electronic  devices  will  be  re- 
quired. 

Smce  at  first  there  will  be  an  extreme  shortage  of  expert  personnel  in  these 
critical  languages,  such  research  and  development  will  require  several  years. 
The  same  situation  will  apply  to  the  development  of  adequate  teaching  mate- 
rials for  related  area  studies  (history,  sociology,  economics,  and  so  forth). 
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EXAMPLES 

For  many  lanKna^es  of  nations,  each  spoken  by  many  millions  of  people,  no 
Itasic  instructional  materials  exist  that  are  suitable  for  American  students.  For 
oxainple,  (‘v<m  elementary  textbooks  need  to  be  produced  for  three  of  the  most 
important  Africa.!i  languages,  Amharic,  Hausa,  and  Swahili.  Student  diction- 
ari(‘s  are  missing  for  most  of  the  important  languages  of  Southeast  Asia.  Graded 
r('a(l(‘rs  do  not  exist  for  more  than  a dozen  of  the  “oflficiar’  languages  of  nations 
with  which  the  United  States  has  diplomatic  and  business  relations. 

‘J.  1)rv('lopmcnt  of  hasic  inHtr'uetional.  material  for  teaching  in  elementary 
and  xeeonditry  schoolft. — There  are  for  elementary  and  secondary  schools  vir- 
tnally  no  new  instructional  materials  available  which  have  as  their  obiective 
th(‘  effective  training  of  the  student  in  the  communication  skills  of  the  foreign 
language.  The  situation  is  compounded  by  the  fact  that  title  III  of  Public 
Law  804  will  make  it  possible  for  numerous  schools  across  the  country  to 
install  new  mechanical  and  electronic  equipment  for  language  teaching  when 
no  adeqdnte  instnictional  materials  for  this  equipment  are  available  and  the 
teachers  will  not  know  how  to  employ  such  equipment  in  their  teaching,  which 
is  almost  wholly  based  upon  long  outmoded  textbooks.  Supplemental  funds  are 
re(juested  to  develop  new  instructional  materials  in  the  languages  usually  taught 
in  our  schools — French,  Spanish,  German,  Italian,  and  Russian — and  for  thor- 
ough field  trials  of  such  materials.  Contracts  .would  be  negotiated  in  the  spring 
of  10r>0  with  the  expectation  that  resulting  products  would  be  ready  for  demon- 
stration at  summer  institutes  in  1960.  Such  materials  would  of  course  be  useful 
in  subsequent  institutes  authorized  under  part  B of  title  VI.  These  institutes 
have  as  a main  purpose  the  training  of  elementary  and  secondary  school  teachers 
in  new  methods  and  instructional. materials  in  the  modern  foreign  languages, 
and  the  upgrading  of  language  proficiency  of  these  teachers  so  that  they  may 
perform  more  effectivel.v. 

Among  planned  projects  are  : 

n ) The  immediate  development  of  new  teaching  materials  in  French.  Spanish, 
German,  Russian,  and  Italian,  for  training  purposes  in  the  summer  1959  insti- 
tutes, and  for  utilization  b.v  the  trainees  in  their  classrooms  in  the  fall  of  1959. 

(2)  The  long-range  development  of  full  courses  of  study  for  each  of  the 
languages  taught  in  the  schools.  French  will  be  dealt  with  first.  Overlapping 
courses  of  study  (including  teachers’  manuals,  texts,  magnetic  tapes,  pictures, 
et  cetera)  will  he  prepared  and  field  tested  for  sequences  from  grade  III  through 
grade  XII,  grade  VII  through  grade  XII,  and  grade  IX  through  grade  XII. 
Similar  courses  will  be  prepared  for  Russian,  Spanish,  German,  and  Italian. 
'Peams  of  the  most  able  professional  persons  in  each  language  will  be  assembled 
for  these  projects. 

(B)  A manual  will  be  prepared  detailing  the  effective  use  of  electronic  and 
mechanical  language-learning  equipment  by  school  teachers. 

(4)  Several  motion  picture  films  will  be  prepared  which  demonstrate  effec- 
tive teaching  procedures.  These  will  be  for  use  at  institutes,  but  also  for  indi- 
vidual borrowing  by  teachers  in  the  field  in  order  to  learn  to  increase  their 
efficiency.  . 

(5)  Preparation  of  cultural  indexes  for  the  countries  and  regions  where  these 
languages  are  spoken.  These  would  be  encyclopedia-type  descriptions  of  cultural 
items  which  are  especially  characteristic  6f  the  contemporary  people  speak- 
ing these  languages.  They  would  haye  great  yalue  to  the  teacher  in  teaching 
urrlerstanding  of  the  peoples  and  their  ciyilization. 

3.  Development  and  validation  of  batteries  of  tests  for  measuring  levels  of 
achievement  in  various  language  skills.— It  also  seems  essential  that  a full 
battery  of  tests  be  deyeloped  and  yalidated  so  that  institutes  may  be  enabled 
to  eyaluate  progress  in  training.  Such  tests  would,  for  each  of  the  languages 
taught  in  the  schools,  establish  for  each  teacher-student  her  leyel  of  competence 
(minimal,  good,  excellent)  in  the  specific  criteria  which  make  un  nroficiency 
as  a language  teacher — listening,  comprehension,  speaking,  reading,  writing, 
linguistic  analysis,  and  knowledge  of  the  foreign  culture.  With  such  tests  ayail- 
able,  the  institute  personnel  can  yery  quickly  identify  those  criteria  in  the  in- 
diyidual  student-teacher  which  will  need  intensive  work,  and  progress  can  be 
checked  effectivel.v.  The  tests  will  also  help  the  Office  of  Education  evaluate  the 
effectiveness  of  institutes.  Therefore  supplemental  funds  have  been  requested 
for  the  development  of  such  tests. 

4.  Research  and  experimentation  in  the  psychology  of  language  learning. — We 
have  only  rudimentary  knowledge  of  the  psychology  of  language  learning,  espe- 
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K-iiilly  in  respect  to  the  learning  of  a second  language.  Adequate  research  in  this 
area  of  learning  may  well  turn  up  new  understanding  which  may  make  possible 
a breakthrough  in  language  teaching. 

' Although,  in  the  absence  of  funds,  no  negotiations  have  been  begun,  discussions 
with  psychologists  have  taken  place,  a roster  of  interested  and  qualified  psy- 
chologists has  been  compiled,  and  a number  of  specific  problems  have  been 
identified.  For  example,  a reliable  answer  is  needed  to  the  much  debated  ques- 
proves  or  lessens  eventual  skill  in  reaxiing.  Another  unanswered  question, 
currently  much  agitating  parents  and  school  people,  is  that  of  the  optimum  age 
at  which  second  language  learning  should  begin.  Scientific  tests  and  experimen- 
tation should  give  us  answers  to  these  and  similar  important  questions. 

5.  Special  studies  to  determine  the  status  of  language  study  and  teaching  in 
institutions  of  higher  education. — Finally,  it  would  seem  essential  that  a com- 
prehensive and  detailed  series  of  studies  be  made  so  that  the  facts  and  statistics 
of  modern  foreign  language  study  in  American  educational  institutions  is  known 
fully,  and  is  kept  current.  ' 

Some  sample  proposed  projects: 

(1)  Study  of  current  enrollments  and  of  enrollment  trends  in  the  various 
modern  languages  at  all  levels  of  education,  and  in  adult  education. 

( 2 ) Study  of  present  training  practices  at  4-year  colleges  for  language 
teachers,  with  aim  to  discover  ways  to  improve  such  practices. 

( 3)  Study  of  entrance  and  degree  requirements  in  foreign  languages  in  col- 
leges and  universities  for  the  B.A.,  B.S.,  M.A.,  and  Ph.  D.  degrees. 

(4)  Study  of  certification  practices  and  requirements  for  language  teachers 
in  the  various  States. 

(5)  Study  of  current  offerings  in  the  exotic  languages  at  American  institu- 
tions of  higher  education,  and  a register  of  all  qualified  teachers  of  the  rare 
tongues. 

(6)  Study  of  the  manpower  potential  among  American  minority  groups  for 
' the  teaching  of  the  unusual  but  critical  languages  of  the  v/orld. 

PARTK'irA'J'IOX  OF  PRIVATE  AND  NONPROFIT  SCFIOOLS 

Mr.  Bow.  I noticed  one  statement  to  the  effect  that  certain  con- 
ferences and  services  will  be  set  up,  and  that  certain  sums  will  be 
paid  for  it,  but  the  private  institutions  and  schools  can  participate 
but  receive  no  stipened. 

What  are  those  private  schools  ? 

Dr.  Babbidge.  These  would  be  church-related  schools  and  independ- 
ent nonprofit  schools. 

Mr.  Bow.  In  other  words,  tlie  parochial  schools  would  receive  no 
stipened  for  the  people  who  attend  ? 

' Dr.  Babbidge.  That  is  right.  The  staff  of  a private  school  attend- 
- ing  an  institute  sponsored  by  this  act  would  not  be  eligible  for  weekly 
stipeneds;  whereas,  a public  school  staff  would  be  eligible. 

V Mr.  Bow.  I would  like  to  say  this,  and  again  referring  to  my  pre- 
liminary examinations  for  the  service  Acadamies : 

I find  that  many  of  these  so-called  private  schools  are  parochial 
schools,  and  that  the  students  who  have  attended  these  schools  pretty 
close  to  the  top  of  the  list,  xkpparently  they  are  receiving  a fine 
education  and  they  have  relieved  the  American  taxpayer  of  millions 
of  dollars  of  taxes. 

■ It  is  a little  hard  for  me  to  understand  why  they  are  deprived 
of  this  particular  function  which  I understand,  perhaps,  is  in  the  law; 
is  that  right? 

. Dr.  Derthick.  It  is  written  into  the  law.  They  do  participate  in 
the  institute  free  of  charge,  but  they  do  not  have  the  stipend;  that 
“is  true. 
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Mr.  Bow.  But  others  do.  Nevertheless,  they  have  relieved  us  of 
many  millions  of  dollars  in  taxes. 

Can  you  in  these  areas  where  you  have  set  up  specific  contracts  with 
some  of  the  colleges  and  universities  and  where  you  have  such  infor- 
mation by  States  also  include  the  names  of  the  colleges  and  univer- 
sities in  the  chart  which  has  previously  been  requested? 

Dr.  Dertiiick.  Yes,  sir. 

CONTRACTS  FOR  SCHOLARSHIPS 

Mr.  Bow.  How  many  actual  contracts  for  scholarships  have  been 
issued? 

Dr.  Derthick.  You  mean  for  loans  ? 

Mr.  Bow.  Yes,  sir. 

Dr.  Derthick.  F or  fellowships  ? 

Mr.  Bow.  No. 

Dr.  Derthick.  150. 

Mr.  Bow.  For  fellowships? 

Dr.  Derthick.  Yes,  sir.  150,  and  we  have  850  waiting  to  be  awarded 
at  such  time  as  a supplemental  might  be  available. 

Mr.  Bow.  How  many  do  you  have  on  the  other  scholarship  funds  ? 

Dr.  Derthick.  The  loan  ? 

Mr.  Bow.  Yes. 

Dr.  Derthick.  We  do  not  know  that,  because  the  institutions  make 
those  awards,  and  the  money  has  not  been  out  more  than  about 
a month,  I believe — this  initial  appropriation  of  $6  million. 

Mr.  Bow.  Have  you  completely  distributed  that  ? 

Dr.  Derthick.  Yes,  sir. 

Mr.  Bow.  And  you  have  committed  it  to  the  various  schools  and 
universities  ? 

Dr.  Derthick.  That  is  right,  sir. 

Mr.  Bow.  Can  you  give  us  a list  of  the  schools  and  universities 
to  which  you  have  committed  this  money  in  here,  and  the  amounts  to 
each  institution  ? 

Dr.  Derthick.  Yes ; 1,227.  We  certainly  can  do  that. 

(The  information  requested  follows :) 


Alabama : 

Alabama  Agricultural  and < Mechanical  College,  Normal,  Ala $2,  5JL2 

Alabama  College,  Montevallo,  Ala 4,  622 

Alabama  Polytechnic  Institute,  Auburn,  Ala 6, 476 

Alabama  State  College,  Montgomery,  Ala 2,  233 

Birmingham-Southern  College,  Birmingham,  Ala 3,  294 

Daniel  Payne  College,  Birmingham,  Ala 1,  608 

Florence  State  College,  Florence,  Ala 4,  020 

Jacksonville  State  College,  Jacksonville,  Ala 10,  049 

Judson  College,  Marion,  Ala : 977 

Livingston  State  College,  Livingston,  Ala 960 

Miles  College,  Birmingham,  Ala 3,  015 

Sacred  Heart  College,  Cullman,  Ala 614 

St.  Bernard  College,  St.  Bernard,  Ala : 3, 015 

Spring  Hill  College,  Mobile,  Ala . 1,005 

Stillman  College,  Tuscaloosa,  Ala — 1, 134 

Talladega  College,  Talladega,  Ala 503 

Troy  State  College,  Troy,  Ala 4,690 

Tuskegee  Institute,  Tuskegee  Institute,  Ala 18, 145 

University  of  Alabama,  University,  Ala 19,  853 

Alaska : 

University  of  Alaska,  College,  Alaska - 1,347 
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Arizona : 

American  Institute  for  Foreign  Trade,  Phoenix,  Ariz $1, 587 

Arizona  State  College,  Flagstaff,  Ariz 1,  885 

Arizona  State  College,  Tempe,  Ariz 8,331 

Grand  Canyon  College,  Phoenix,  Ariz 1,  898 

Phoenix  College,  Phoenix,  Ariz — 1,  567 

University  of  Arizona,  Tucson,  Ariz 24, 437 

Arkansas : 

Agricultural,  Mechanical  and  Normal  College,  Pine  Bluff,  Ark 4,733 

Arkansas  Agricultural  and  Mechanical  College,  College  Heights, 

Ark 7,  099 

Arkansas  College,  Batesville,  Ark 5,048 

Arkansas  Polytechnic  College,  Russellville,  Ark 3,261 

Arkansas  State  College,  State  College,  Ark 3,  517 

College  of  the  Ozarks,  Clarksville,  Ark 526 

Fort  Smith  Junior  College,  Fort  Smith,  Ark 2,  509 

Harding  College,  Searcy,  Ark 2, 082 

Henderson  State  Tteachers  College,  Arkadelphia,  Ark 947 

Hendrix  College,  Conway,  Ark 663 

John  Brown  University,  Siloam  Springs,  Ark 1,  578 

Little  Rock  University,  Little  Rock,  Ark 1,  420 

Ouachita  Baptist  College,  Arkadelphia,  Ark 1, 110 

Philander  Smith  College,  Little  Rock,  Ark 526 

Southern  Baptist  College,  Walnut  Ridge,  Ark 786 

Southern  State  College,  Magnolia,  Ark 5,  258 

University  of  Arkansas,  Fayetteville,  Ark 5,  890 

California : 

Art  Center  School,  The,  Los  Angeles,  Calif 1, 633 

Azusa,  College,  Azusa,  Calif 2, 450 

Bakersfield  College,  Bakersfield,  Calif 817 

Berkeley  Baptist  Divinity  School,  Berkeley,  Calif 1,  633 

California  College  of  Arts  and  Crafts,  Oakland,  Calif 11,  656 

California  College  of  Chiropody,  San  Francisco,  Calif 3,  594 

California  Institute  of  Technology,  Pasadena,  Calif 10,  618 

California  School  of  Fine  Arts,  San  Francisco,  Calif 583 

California  Western  University,  San  Diego,  Calif 8,  494 

Chaff ey  Junior  College,  Ontario,  Calif 2,  287 

Chapman  College,  Orange,  Calif 5,  568 

Chico  State  College,  Chico,  Calif 10, 128 

Chouinard  Art  Institute,  Los  Angeles,  Calif 3, 186 

City  College  of  San  Francisco,  San  Francisco,  Calif 10,  291 

Claremont  Graduate  School,  Claremont  Calif 4,  034 

Claremont  Men’s  College,  Claremont,  Calif 326 

Coalinga  College,  Coalinga,  Calif 164 

College  of  the  Holy  Names,  Oakland  Calif 1,  470 

College  of  the  Pacific,  Stockton,  Calif 21, 900 

College  of  San  Mateo,  San  Mateo,  Calif 10,  614 

College  of  the  Sequoias,  Visalia,  Calif 3,  512 

Contra  Costa  College,  San  Pablo,  Calif 735 

Diablo  Valley  College,  Concord,  Calif 1,047 

El  Camino  College,  El  Camino  College,  Calif 2,  352 

Foothills  Junior  College,  Mountain  View,  Calif 2,  450 

Fresno  State  College,  Fresno,  Calif 2,  450 

Fuller  Theological  Seminary,  Pasadena,  Calif 1,  225 

Golden  Gate  College,  San  Francisco,  Calif 2,  573 

Humboldt  State  College,  Areata,  Calif 8, 167 

Humphreys  College,  Stockton,  Calif 32,  750 

Immaculate  Heart  College,  Los  Angeles,  Calif 5,  227 

La  Sierra  College,  Arlington,  Calif 5,  717 

La  Verne  College,  La  Verne,  Calif 4,  084 

Long  Beach  State  College,  Long  Beach,  Calif 10, 147 

Los  Angeles  College  of  Optometry,  Los  Angeles,  Calif 1,  552 

Los  Angeles  Pacific  College,  Los  Angeles,  Calif 10,  715 

Los  Angeles  State  College  of  Applied  Arts  and  Sciences,  Los  Angeles, 

Calif 6,  542 


California — Continuocl  r'. 

Loyola  University  of  Los  Angeles,  Los  Angeles,  Calif $8,167 

Maryinount  College,  Los  Angeles,  Calif 196 

Menlo  College,  Menlo  Park,  Calif 2,940 

Monterey  I’eninsula  College,  Monterey,  Calif 1,184 

Mount  St.  Mary’s  College,  Los  Angeles,  Calif , > 490 

Oakland  City  College,  Oakland,  Calif , L 389 

Occidental  College,  Los  Angeles,  Calif 8,167 

Orange  Coast  College,. Costa  Mesa,  Calif 1,  470' 

Pacific  Union  College,  Angwin,  Calif 1,  062 

Paloinar  College,  San  Marcos,  Calif ; : '735 

Pasadena  City  College,  Pasadena,  Calif 1,  470 

Pasadena  (k)llege,  Pasadena,  Calif 7,350 

Pomona  College,  Claremont,  Calif 2,  005 

Reedley  College,  Reedley,  Calif 735 

Sacramento  State  College,  Sacramento,  Calif 4,002 

St.  Mary’s  College  of  California,  St.  Mary’s  College,  Calif 1,  470 

St.  Patrick’s  Seminary,  Menlo  Park,  Calif 3,  450 

San  Bernardino  Valley  College,  San  Bernardino,  Calif 2,  940 

San  Diego  Junior  College,  San  Diego,  Calif 2,  940' 

San  Diego  State  College,  San  Diego,  Calif 6,  567 

San  Jose  City  College,  San  Jose,  Calif 408 

San  Jose  State  College,  San  Jose,  Calif 5,  717 

Santa  Rosa  Junior  College,  Santa  Rosa,  Calif 1;  470 

Shasta  College,  Redding,  Calif 661 

Sierra  Junior  College,  Auburn,  Calif 1,  310 

Simpson  Bible  College,  San  Francisco,  Calif 1,  633 

Southern  California  Bible  College,  Costa  Mesa,  Calif 1,  225} 

Stanford  University,  Stanford,  Calif 11, 434 

Stockton  College,  Stockton,  Calif 544 

Taft  College,  Taft,  Calif 2,604 

University  of  California,  Berkeley,  Calif 40,  837 

University  of  California,  Davis,  Calif 2j  614 

University  of  California,  La  Jolla,  Calif 653 

University  of  California,  Los  Angeles,  Calif : 42,  674 

University  of  California,  Riverside,  Calif 12,  251 

University  of  California,  San  Francisco  Medical  Center,  San 

Francisco,  Calif 10, 128 

University  of  California,  Santa  Barbara,  Calif 35,  936 

University  of  Redlands,  Redlands,  Calif 2,  940 

University  of  San  Francisco,  San  Francisco,  Calif 29,  860 

University  of  Santa  Clara,  Santa  Clara,  Calif 10,  707 

University  of  Southern  California,  Los  Angeles,  Calif 61,  255 

Ventura  College,  Ventura,  Calif 1,  470 

Westmont  College,  Santa  Barbara,  Calif 6,  370 

Whittier  College,  Whittier,  Calif 13,999 

Yuba  College,  Marysville,  Calif 1, 470 

Colorado : 

Adams  State  College,  Alamosa,  Colo 5,  702 

Colorado  College,  Colorado  Springs,  Colo 2,  431 

Colorado  School  of  Mines,  Golden,  Colo 4,  862 

Colorado  State  College,  Greeley,  Colo 12,  801 

Colorado  State  University,  Fort  Collins,  Colo 5,  926 

Colorado  Woman’s  College,  Denver,  Colo 722 

Fort  Lewis  Agricultural  and  Mechanical  College,  Durango,  Colo 847 

Lamar  Junior  College,  Lamar,  Colo 1,  443 

Loretto  Heights  College,  Loretto,  Colo 3,  798 

Mesa  County  Junior  College,  Grand  Junction,  Colo 1,  367 

Northeastern  Junior  College,  Sterling,  Colo 889 

Pueblo  Junior  College,  Pueblo,  Colo 786 

Regis  College,  Denver,  Colo .2, 127 

Trinidad  State  Junior  College,  Trinidad,  Colo 1,  823 

University  of  Colorado,  Boulder,  Colo 17,  663 

University  of  Denver,  Colo 12,611 

Western  State  College  of  Colorado,  Gunnison,  Colo 5,  318 
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Comiecticiit : 

Albertus  Magnus  College,  New  Haven,  Conn $3, 140 

Fairfield  University,  Fairfield,  Conn__ — 4,  582 

Hillyer  College,  Hartford,  Conn 4,  973 

Mitchell  College,  New  London,  Conn 3,  055 

New  Haven  College,  New  Haven,  Conn 1,  230 

New  Haven  State  Teachers  College,  New  Haven,  Conn 5,  516 

Qiiinnipiac  College,  Hamden,  Conn 5,  509 

St.  Joseph  College,  West  Hartford,  Conn 1,  528 

Teachers  College  of  Connecticut,  New  Britain,  Conn 4,  684 

Trinity  College,  Hartford,  Conn — — 5, 102 

University  of  Bridgeport,  Bridgeport,  Conn 15,  984 

University  of  Connecticut,  Storrs,  Conn 7,  682 

Wesleyan  University,  Middletown,  Conn 7,  637 

Willimantic  State  Teachers  College,  Willimantic,  Conn 1,  697 

Yale  University,  New  Haven,  Conn 10,  692 

Delaware : 

Delaware  State  College,  Dover,  Del 7,174 

University  of  Delaware,  Newark,  Del 4,  483 

District  of  Columbia : 

The  American  University,  Washington,  D.C . 10,  914 

The  Catholic  University  of  America,  Washington,  D.C 14,  870 

District  of  Columbia  Teachers  College,  Washington,  D.C 491 

Dunbarton  College  of  Holy  Cross,  Washington,  D.C 982 

Gallaudet  College,  Washington,  D.C 1,  255 

George  Washington  University,  Washington,  D.C 7,  639 

Georgetown  University,  Washington,  D.C- 19,  863 

Howard  University,  Washington,  D.C 9,  947 

Trinity  College,  Washington,  D.C 5,  315 

Florida : 

Barry  College,  Miami,  Fla ^ 2,  043 

Bethune-Cookman  College,  Daytona  Beach,  Fla 4, 126 

Central  Florida  Junior  College,  Ocala,  Fla 985 

Florida  Agricultural  and  Mechanical  University,  Tallahassee,  Fla 2,  804 

Florida  Christian  College,  Tampa,  Fla 124 

Florida  Normal  and  Industrial  Memorial  College,  St.  Augustine,  Fla.  1,  318 

Florida  Southern  College,  Lakeland,  Fla 6,  409 

Florida  State  University,  Tallahassee,  Fla_» 27,  641 

Gibbs  Junior  College,  St.  Petersburg,  Fla 601 

Howard  Junior  College,  Ocala,  Fla 630 

Jacksonville  University,  Jacksonville,  Fla 721 

Manatee  Junior  College,  Bradenton,  Fla 280 

North  Florida  Junior  College,  Madison,  Fla 297 

Stetson  University,  De  Land,  Fla ^ 7,  796 

University  of  Florida,  Gainesville,  Fla 30,  044 

University  of  Miami,  Coral  Gables,  Fla 20,  030 

Volusia  County  Community  College,  Daytona  Beach,  Fla 607 

Georgia : 

Albany  State  College,  Albany,  Ga 2, 127 

Andrew  College,  Cuthbert,  Ga 572 

Atlanta  University,  Atlanta,  Ga 1,  634 

Berry  College,  Mount  Berry,  Ga 3,  676 

Brewton-Parker  College,  Mount  Vernon,  Ga 631 

Clark  College,  Atlanta,  Ga 5,  065 

Emmanuel  College,  Franklin  Springs,  Ga 613 

Emory  University,  Atlanta,  Ga 3, 186 

Georgia  Institute  of  Technology,  Atlanta,  Ga 6,  333 

Georgia  Southwestern  College,  Americus,  Ga 1,  021 

Georgia  State  College  for  Women,  Milledgeville,  Ga 2,  504 

Georgia  Teachers  College,  Collegeboro,  Ga 1, 185 

Mercer  University,  Macon,  Ga 4,  554 

Middle  Georgia  College,  Cochran,  Ga 735 

Morehouse  College,  Atlanta,  Ga 1,  525 

Morris  Brown  College,  Atlanta,  Ga 2,  451 
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GeorKia — Continued 

North  Georgia  College,  Dahlonega,  Ga |2, 144 

Oglethorpe  University,  Atlanta,  Ga 1,266 

Paine  College,  Augusta,  Ga 1,838 

Piedmont  College,  Demorest,  Ga 2,132 

Reinhardt  College,  Waleska,  Ga 1,  213 

Shorter  College,  Rome,  Ga 1,  912 

South  Georgia  College,  Douglas,  Ga 368 

Spelrnan  College,  Atlanta,  Ga 2,  859 

Tift  College,  Forsyth,  Ga 2,238 

Toccoa  Falls  Institute,  Inc.,  Toccoa  Falls,  Ga 817 

University  of  Georgia,  Athens,  Ga 38,  806 

West  Georgia  College,  Carrollton,  Ga 3,  823 

Young  L.  G.  Harris  College,  Young  Harris,  Ga : 1,  062 

Hawaii : 

Chaminade  College  of  Honolulu,  Honolulu,  T.H 1,  230 

Jackson  College,  Honolulu,  T.H 1,  557 

University  of  Hawaii,  Honolulu,  T.H 11,  678 

Idaho : 

Boise  Junior  College,  Boise,  Idaho 1,  028 

College  of  Idaho,  Caldwell,  Idaho 4,  385 

Idaho  State  College,  Pocatello,  Idaho 2,  284 

Magic  Valley  Christian  College,  Albion,  Idaho 617 

North  Idaho  Junior  College,  Coeur  d’Alene,  Idaho 914 

Northwest  Nazarene  College,  Nampa,  Idaho 3,  746 

Ricks  College,  Rexburg,  Idaho 701 

University  of  Idaho,  Moscow,  Idaho 9, 135 

Illinois  : 

American  Conservatory  of  Music,  Fine  arts  Building,  Chicago,  111 257 

Augustana  College,  Rock  Island,  111 8,  020 

Aurora  College,  Aurora,  111 1,  871 

Bradley  University,  Peoria,  111 1,  925 

Carthage  College,  Carthage,  111 1,  925 

Chicagp  City  Junior  College,  Chicago  111 6,  416 

Chicago  College  of  Chiropody  and  Pedic  Surgery,  Chicago,  111 1,  330 

Chicago  College  of  Osteopathy,  Chicago,  111 . 1,  925 

Chicago  Medical  School,  Chicago,  111 2,  457 

Chicago  Teachers  College,  6800  South  Stewart  Ave.,  Chicago,  111 4,  277 

Columbia  College,  Chicago,  111 2,  780 

Concordia  Teachers  College,  River  Forest,  111 1,  925 

DePaul  University,  Chicago,  111 13,  591 

Eastern  Illinois  University,  Charleston,  111 14,  737 

Eureka  College,  Eureka,  111 2,  994 

George  Williams  College,  Chicago,  111 5,  069 

Greenville  College,  Greenville,  111 5,  347 

Illinois  College,  Jacksonville,  111 749 

Illinois  College  of  Optometry,  Chicago,  111 1,  978 

Illinois  Institute  of  Technology,  Chicago,  111 10,  586 

Illinois  State  Normal  University,  Normal,  111 31,  883 

Illinois  Wesleyan  University,  Bloomington,  111 2,  .567 

Kendall  College,  Evanston,, 111 .535 

Knox  College,  Galesburg,  111 12,  832 

Lake  Forest  College,  Lake  Forest,  111 1,  978 

Loyola  University,  Chicago,  111 8,  046 

MacMurray  College,  Jacksonville,  111 .5,  347 

McCormick  Theological  Seminary,  Chicago,  111 2,  673 

Millikin  University,  Decatur,  111 6,  309 

Monmouth  College,  Monmouth,  111 .5,  347 

Mundelein  College,  Chicago,  111 2, 139 

National  College  of  Education,  Evanston,  111 2,  673 

North  Central  College,  Nanerville,  111 .5,  903 

North  Park  College  and  Theological  Seminary,  Chicago,  111 2,  673 

Northern  Illinois  University,  De  Kalb,  111 19,  027 

Northwestern  University,  Evanston,  111 9,624 

Olivet  Nazarene  College,  Kankakee,  111 8,  234 
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Illinois — Continued 

Principia  College,  Elsah,  111 1,  069 

Quincy  College,  Quincy,  111 4,  211 

Rockford  College,  Rockford,  111 3,  288 

Roosevelt  University,  Chicago,  111 8,  662 

Rosary  College,  River  Forest,  111 399 

St.  Procopius  College,  Lisle,  111 855 

St.  Xavier  College,  Chicago,  111 3,  208 

Seabury-TVestern  Theological  Seminary,  Evanston,  111 267 

Shimer  College,  Mount  Carroll,  111 1,  069 

Southern  Illinois  University,  Carbondale,  111 15,  639 

Trinity  Seminary  and  Bible  College,  Chicago,  111 2,  085 

University  of  Chicago,  Chicago,  111 25, 129 

University  of  Illinois,  Urbana,  111 10,  586 

Western  Illinois  University,  Macomb,  111 5,  774 

Wheaton  College,  Wheaton,  111 5,  438 

Indiana : 

Anderson  College  and  Theological  Seminary,  Anderson,  Ind 4,  687 

Ball  State  Teachers  College,  Muncie,  Ind 15,  996 

Bethel  College,  Inc.,  Mishawaka,  Ind 1,  423 

Butler  University,  Indianapolis,  Ind 1,  674 

Earlham  College,  Richmond,  Ind 2,  913 

Evansville  College,  Evansville,  Ind 4,  836 

Fort  Wayne  Bible  College,  Fort  Wayne,  Ind 1,  317 

Franklin  College  of  Indiana,  Franklin,  Ind 3,  711 

Goshen  College,  Goshen,  Ind 2,  790 

Grace  Theological  Seminary  and  Grace  College,  Winona  Lake,  Ind 1,  488 

Hanover  College,  Hanover,  Ind 670 

Indiana  Central  College,  4(K)1  Otterbein  Ave.,  Indianapolis,  Ind 1,  488 

Indiana  State  Teachers  College,  Terre  Haute,  Ind 6,  026 

Indiana  Technical  College,  Fort  Wayne,  Ind 8,  370 

Indiana  University,  Bloomington,  Ind 29,  237 

Manchester  College,  North  Manchester,  Ind 4,  836 

Marian  College,  Indianapolis,  Ind 1,  339 

Marion  College,  Marion,  Ind 2,  343 

Oakland  City  College,  Oakland  City,  Ind 684 

Purdue  University,  West  Lafayette,  Ind 43,  739 

Rose  Polytechnic  Institute,  Terre  Haute,  Ind 670 

St.  Joseph’s  College,  Collegeville,  Ind 6, 160 

St.  Mary-of-the  Woods  College,  St.  Mary-of-the  Woods,  Ind 878 

St.  Mary’s  College,  Notre  Dame,  Ind 3,  720 

Taylor  University,  Upland,  Ind 3, 104 

University  of  Notre  Dame,  Notre  Dame,  Ind 11,  903 

Valparaiso  University,  Valparaiso,  Ind 5,  825 

Vincennes  University,  Vincennes,  Ind 2,  530 

Iowa : 

Briar  Cliff  College,  Sioux  City,  Iowa 348 

Buena  Vista  College,  Storm  Lake,  Iowa 3,  381 

Centerville  Community  College,  Centerville,  Iowa 215 

Central  College,  Pella,  Iowa 3,  007 

Clarinda  Junior  College,  Clarinda,  Iowa 129 

Clarke  College,  Dubuque,  Iowa 1,  340 

Clinton  Junior  College,  Clinton,  Iowa 309 

Coe  College,  Cedar  Rapids,  Iowa 5,  413 

College  of  Osteopathic  Medicine  and  Surgery,  Des  Moines,  Iowa 2,  578 

Cornell  College,  Mount  Vernon,  Iowa 4,  605 

Creston  Junior  College,  Creston,  Iowa 241 

Drake  University,  Des  Moines,  Iowa 8, 119 

Eagle  Grove  Junior  College,  Eagle  Grove,  Iowa 155 

Ellsworth  Junior  College,  Iowa  Falls,  Iowa 129 

Graceland  College,  Lamoni,  Iowa 172 

Grand  View  College,  Des  Moines,  Iowa 515 

Grinnell  College,  Grinnell,  Iowa 859 

Iowa  State  College  of  Agriculture  and  Mechanic  Arts,  Ames,  Iowa 10,  052 

Iowa  State  Teachers  College,  Cedar  Falls,  Iowa 7,  733 
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Iowa — Continued  1 

Iowa  Wesleyan  College,  Mount  Pleasant,  Iowa 4,  038 

I.nther  College,  Decorah,  Iowa lo' 311 

Maryerest  College,  Davenport,  Iowa ’324 

Mason  (Mty  Jnnior  College,  Mason  City,  Iowa 601 

Morningside  College,  Sionx  City,  Iowa 8^  162 

Mount  Mercy  Junior  College,  Cedar  Rapids,  Iowa ’ 666 

Northwestern  College,  Orange  City,  Iowa 1,  203 

Parsons  College,  Fairfield,  Iowa l’ 289 

St.  Ambrose  College,  Davenport,  Iowa ’ 247 

Siini)son  College,  Indianola,  Iowa 1^  890 

State  Fniversity  of  Iowa,  Iowa  City,  Iowa 27,  924 

University  of  Dubuque,  Dubuque,  Iowa 1,289 

Upper  Iowa  University,  Fayette,  Iowa 3’  609 

Waldorf  College,  Forest  City,  Iowa ’ 670 

AVartburg  College,  Waverly,  Iowa 928 

AVestinar  College,  Le  Mars,  Iowa ^ 859 

AA^illiain  Penn  College,  Oskaloosa,  Iowa 661 

Kansas : 

Raker  TTniversity,  Baldwin  City,  Kans 2,  860 

Bethany  College,  Lindsborg,  Kans 744 

Bethel  College,  North  Newton,  Kans 2,  476 

Central  College,  McPherson,  Kans 859 

Coffeyville  College,  Coffeyville,  Kans 196 

College  of  Emporia,  Emporia,  Kans 1,  881 

Dodge  City  College,  Dodge  City,  Kans 1,  097 

Fort  Hays  Kansas  State  College,  Hays,  Kans 3,  958 

Friends  University,  Wichita,  Kans 1, 164 

Garden  City  Junior  College,  Garden  City,  Kans 542 

Hesston  College,  Hesston,  Kans 823 

Hutchinson  Junior  College,  Hutchinson,  Kans 2,  845 

Kansas  State  College  of  Agriculture  and  Applied  Science,  Man- 
hattan, Kans 8,  620 

Kansas  State  Teachers  College,  Emporia,  Kans 11,  755 

Kansas  State  Teachers  College,  Pittsburg,  Kans 1,  411 

Kansas  Wesleyan  University,  Salina,  Kans 2, 107 

Manhattan  Bible  College,  Manhattan,  Kans 423 

Marymount  College,  Salina,  Kans 1, 176 

McPherson  College,  McPherson,  Kans 1, 269 

Ottawa  University,  Ottawa,  Kans 1,  332 

Pratt  Junior  College,  Pratt,  Kans 1, 176 

St.  Benedict’s  College,  Atchison,  Kans 3,  786 

St.  John’s  Lutheran  College,  Winfield,  Kans 588 

St.  Mary  College,  Xavier,  Kans 298 

St.  Mary  of  the  Plains  College,  Dodge  City,  Kans 3,  252 

Southwestern  College,  Winfield,  Kans 1,  254 

Sterling  College,  Sterling,  Kans— 353 

University  of  Kansas,  Lawrence,  Kans 28,  213 

University  of  Wichita,  Wichita,  Kans 9,  091 

Washburn  University  of  Topeka,  Topeka,  Kans 1,  959 

Kentucky : 

Asbury  College,  Wilmore,  Ky 802 

Bellarrnine  College,  Louisville,  Ky 1,  300 

Berea  College,  Berea  College,  Ky 2, 166 

Bethel  College,  Hopkinsville,  Ky 1,  083 

Brescia  College,  Owensboro,  Ky__. . 794 

Campbellsville  College,  Campbellsville,  Ky 2,  257 

Centre  College  of  Kentucky,  Danville,  Ky 289 

College  of  the  Bible,  the,  Lexington,  Ky_ 433 

Cumberland  College,  Williamsburg,  Ky 1,  926 

Eastern  Kentucky  State  College,  Richmond,  Ky 4,  886 

Georgetown  College,  Georgetown,  Ky 3,  564 

Kentucky  State  College,  Frankfort,  Ky 2, 969 

Kentucky  Wesleyan  College,  Owensboro,  Ky 1,  244 
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Kentucky — Continued 

Lindsey  Wilson  College,  Columbia,  Ky 1,  204 

Morehead  State  College,  Morehead,  Ky 11,  233 

Murray  State  College,  Murray,  Ky 8,  666 

Nazareth  College,  Louisville,  Ky 790 

Pikeville  College,  Pikeville,  Ky 1,  444 

Sue  P>ennett  College,  Loudon,  Ky 802 

Union  College,  Barbourville,  Ky 2,  367 

University  of  Kentucky,  Lexington,  Ky 5.,  817 

University  of  Louisville,  Louisville,  Ky 12,  328 

Ursuline  College,  Louisville,  Ky 1,  043 

Villa  Madonna  College,  Covington,  Ky 1,  244 

Western  Kentucky  State  College,  Bowling  Green,  Ky 6,  821 

Louisiana : 

Centenary  College,  Shreveport,  La__ 1,  576 

Dillard  University,  New  Orleans,  La 7,  222 

Grambling  College,  Grambling,  La 16,  801 

Leland  College,  Baker,  La 2,  333 

Louisiana  College,  Pineville,  La 438 

Louisiana  State  University  and  Agricultural  and  Mechanical 

College,  Baton  Rouge,  La 5,  077 

Loyola  University  of  the  South,  New  Orleans,  La 1,  751 

McNeese  State  College,  Lake  Charles,  La 3,  309 

Northeast  Louisiana  State  College,  Monroe,  La 2, 188 

Northwestern  State  College  of  Louisiana,  Natchitoches,  La 1,  970 

St.  Mary’s  Dominican  College,  New  Orleans,  La 438 

Southeastern  Louisiana  College,  Hammond,  La 175 

Southern  University  and  Agricultural  and  Mechanical  College,  Baton 

Rouge,  La 6,  565 

Southwestern  Louisiana  Institute,  Lafayette,  La 26,  919 

Tulane  University  of  Louisiana,  New  Orleans,  La 28,  363 

Maine : 

Bates  College,  Lewiston,  Maine 2, 426 

Bowdoin  College,  Brunswick,  Maine 728 

Colby  College,  Waterville,  Maine 3,234 

Gorham  State  Teachers  College,  Gorham,  Maine 970 

Portland  University,  Portland,  Maine 283 

Ricker  College,  Houlton,  Maine 694 

University  of  Maine,  Orono,  Maine 14,  523 

Maryland : 

College  of  Notre  Dame  of  Maryland,  Baltimore,  Md 1,893 

Coppin  State  Teachers  College,  Baltimore,  Md 831 

Eastern  College  of  Commerce  and  Law,  Baltimore,  Md : 92 

Goucher  College,  Towson,  Baltimore,  Md 969 

John  Hopkins  University,  Baltimore,  Md 8,  079 

Loyola  College,  Baltimore,  Md 1,  662 

Maryland  State  Teachers  College,  Bowie,  Md 1,  330 

Maryland  State  Teachers  College,  Frostburg,  Md 997 

Maryland  State  Teachers  College,  Towson,  Md 2,  427 

Maryland  State  Teachers  College,  Salisbury,  Md 499 

Montgomery  Junior  College,  Takoma  Park,  Md 1, 154 

Morgan  State  College,  Baltimore,  Md 10,  618 

Mount  St.  Agnes  College,  Mount  Washington,  Baltimore,  Md 111 

Mount  St.  Mary’s  College,  Emmitsburg,  Md 416 

' St.  John’s  College,  Annapolis,  Md 2,179 

University  of  Maryland,  Baltimore,  Md 11,  853 

University  of  Maryland,  College  Park,  Md 27, 122 

University  of  Maryland-Maryland  State  College,  Princess  Anne,  Md.  2,  216 

Villa  Julie  Junior  College,  Stevenson,  Md 166 

Washington  College,  Chestertown,  Md 1,  620 

Washington  Missionary  College,  Takoma  Park,  Md 2,  521 

Western  Maryland  College,  Westminster,  Md 2,770 
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Massachusetts : 

Amherst  College,  Amherst,  Mass 1, 340 

Anna  Maria  College  for  Women,  Paxton,  Mass 1,  448 

Atlantic  Union  College,  South  Lancaster,  Mass 2,  895 

Boston  College,  Chestnut  Hill,  Mass 54,472 

Babson  Institute,  Babson  Park,  Wellesley,  Mass 5, 361 

Boston  Conservatory  of  Music,  Boston,  Mass 616 

Boston  University,  Boston,  Mass 13, 404 

Bouve-Boston  School,  Medford,  Mass 579 

Bradford  Durfee  College  of  Technology,  Fall  River,  Mass 3, 016 

Brandeis  University,  Waltham,  Mass 5,  704 

Cambridge  Junior  College,  Cambridge,  Mass 241 

Clark  University,  Worcester,  Mass 6,639 

College  of  the  Holy  Cross,  Worcester,  Mass 6,  790 

Eastern  Nazarene  College,  Wollaston  Park,  Quincy,  Mass 3, 967 

Emerson  College,  Boston,  Mass 2, 171 

Emmanuel  College,  Boston,  Mass 3, 110 

Fisher  Junior  College,  Boston,  Mass 2,  895 

Franklin  Technical  Institute,  Boston,  Mass 1, 287 

Gordon  College,  Beverly  Farms,  Mass 3,217 

Harvard  University,  Cambridge,  Mass , 26,  807 

Holyoke  Junior  College,  Holyoke,  Mass 483 

Lesley  College,  Cambridge,  Mass 193 

Lowell  Technological  Institute,  Lowell,  Mass 322 

Massachusetts  School  of  Art,  Boston,  Mass 1, 062 

Merrimack  College,  North  Andover,  Mass 8,  578 

Mount  Holyoke  College,  South  Hadley,  Mass 1,  608 

New  Bedford  Institute  of  Technology,  New  Bedford,  Mass 536 

New  England  Conservatory  of  Music,  Boston,  Mass 2,  895 

New  England  School  of  Theology,  Lenox,  Mass 483 

Northeastern  University,  Boston,  Mass 9,  758 

Quincy  Junior  College,  Quincy,  Mass 86 

Regis  College,  Weston,  Mass 676 

Radcliffe  College,  Cambridge,  Mass 2,413 

Smith  College,  Northampton,  Mass 2, 145 

Springfield  College,  Springfield,  Mass 9, 168 

State  Teachers  College  at  Boston,  Boston,  Mass 2, 305 

State  Teachers  College,  Bridgewater,  Mass 4,  890 

State  Teachers  College,  Fitchburg,  Mass 3, 329 

State  Teachers  College,  Lowell,  Mass 1,  670 

State  Teachers  College,  North  Adams,  Mass 51 

State  Teachers  College,  Salem,  Mass 1,  719 

State  Teachers  College,  Worcester,  Mass 1,  260 

Stonehill  College,  North  Easton,  Mass 1,  528 

Suffolk  University,  Boston,  Mass 8,042 

Tufts  University,  Medford,  Mass 8,  299 

University  of  Massachusetts,  Amherst,  Mass 4,  825 

Wheelock  College,  Boston,  Mass 1,950 

Wentworth  Institute,  Boston,  Mass 4,  825 

Western  New  England  College,  Springfield,  Mass 536 

Wheaton  College,  Norton,  Mass 2,  413 

Worcester  Junior  College,  Worcester,  Mass__ 8,042 

Worcester  Polytechnic  Institute,  Worcester,  Mass 9, 651 


Michigan : 

Adrian  College,  Adrian,  Mich 

Albion  College,  Albion,  Mich 

Alpena  Community  College,  Alpena,  Mich 

Aquinas  College,  Grand  Rapids,  Mich 

Calvin  College,  Grand  Rapids,  Mich — 

Calvin  Theological  Seminary,  Grand  Rapids,  Mich 

Central  Michigan  College  of  Education,  Mount  Pleasant,  Mich 

Cleary  College,  Ypsilanti,  Mich^ — 

Eastern  Michigan  College,  Ypsilanti,  Mich 

Ferris  Institute,  Big  Rapids,  Mich 

Emmanuel  Missionary  College,  Berrien  Springs,  Mich 

Flint  Junior  College,  Flint,  Mich 
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1, 713 

725 

1, 739 

____  3, 913 
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21, 157 

1, 623 

24, 152 

5, 333 
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Michigan — Continued 

Grand  Rapids  Junior  College,  Grand  Rapids,  Mich 7,342 

Henry  Ford  Community  College,  Dearborn,  Mich 1, 449 

Hillsdale  College,  Hillsdale,  Mich 5,372 

Hope  College,  Holland,  Mich 7,245 

Jackson  Junior  College,  Jackson,  Mich 1, 159 

Kalamazoo  College,  Kalamazoo,  Mich 2,  415 

Lansing  Community  College,  Lansing,  Mich 1,  068 

Marygrove  College,  Detroit,  Mich 1, 092 

Mercy  College,  Detroit,  Mich 1,  208 

Michigan  College  of  Mining  and  Technology,  Houghton,  Mich 4,  637 

Michigan  State  University  of  Agriculture  and  Applied  Science,  East 

Lansing,  Mich 48,305 

Muskegon  Community  College,  Muskegon,  Mich 355 

Morthern  Michigan  College,  Marquette,  Mich 5,  024 

Northwestern  Michigan  College,  Traverse  City,  Mich 1,  739 

Olivet  College,  Olivet,  Mich 2,  539 

Port  Huron  Junior  College,  Port  Huron,  Mich 4,  830 

Siena  Heights  College,  Adrian,  Mich 261 

Spring  Arbor  Junior  College,  Spring  Arbor,  Mich 1,  304 

Suomi  College,  Hancock,  Mich . 435 

University  of  Detroit,  Detroit,  Mich 14,  757 

University  of  Michigan,  The,  Ann  Arbor,  Mich 36, 228 

Wayne  State  University,  Detroit,  Mich 18,  356 

Western  Michigan  University,  Kalamazoo,  Mich 22,  896 

Minnesota : 

Augsburg  College  and  Theological  Seminary,  Minneapolis,  Minn 5, 178 

Austin  Junior  College,  Austin,  Minn 399 

Bemidji  State  College,  Bemidji,  Minn 7,  668 

Bethany  Lutheran  College  and  Theological  Seminary,  Mankato, 

Minn 799 

Bethel  College  and  Seminary,  St.  Paul,  Minn 879 

Brainerd  Junior  College,  Brainerd,  Minn 108 

Carleton  College,  Northfield,  Minn 958 

College  of  St.  Scholastica,  Duluth,  Minn 399 

College  of  St.  Teresa,  Winona,  Minn 1,  997 

College  of  St.  Thomas,  St.  Paul,  Minn 1,  725 

Concordia  College,  Moorhead,  Minn 10,  834 

Gustavus  Adolphus  College,  St.  Peter,  Minn 6,  869 

Hamline  University,  St.  Paul,  Minn 5,  991 

Hibbing  Junior  College,  Hibbing,  Minn 343 

Macalester  College,  St.  Paul,  Minn 3, 163 

MacPhail  College  of  Music,  Minneapolis,  Minn 391 

Mankato  State  College,  Mankato,  Minn 9,  345 

Moorhead  State  College,  Moorhead,  Minn 3, 395 

North  Central  Bible  College,  Minneapolis,  Minn 4,.  793 

St.  Cloud  State  College,  St.  Cloud,  Minn 14,992 

St.  John’s  University,  Collegeville,  Minn 2, 396 

St.  Mary’s  College,  Winona,  Minn 5, 112 

St.  Olaf  College,  Northfield,  Minn 12,  780 

University  of  Minnesota,  Duluth,  Minn 1,  757 

University  of  Minnesota,  Minneapolis,  Minn 27,  957 

Winona  State  College,  Winona,  Minn 4,  759 

Worthington  Junior  College,  Worthington,  Minn 162 

Mississippi : 

Alcorn  Agricultural  and  Mechanical  College,  Lorman,  Miss 645 

Clarke  Memorial  College,  Newton,  Miss 1,  859 

Coahoma  Junior  College,  Clarksdale,  Miss 2, 117 

Delta  State  College,  Cleveland,  Miss 4,  027 

East  Central  Junior  College,  Decatur,  Miss 344 

Holmes  Junior  College,  Goodman,  Miss 1,  033 

Itawamba  Junior  College,  Fulton,  Miss 265 

Jackson  State  College,  Jackson,  Miss 6,254 

Jones  County  Junior  College,  Ellisville,  Miss 2,237 

Millsaps  College,  Jackson,  Miss 4,  234 
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MiHsissii)pi  -Contimied 

Mississipi)!  College,  Clinton,  Miss 4,016 

Mississippi  Soiitliern  College,  Hattiesburg,  Miss 11,704 

Mississij)pi  State  University  of  Agriculture  and  Applied  Science 

State  College,  Miss 8,  032 

Mississippi  State  College  for  Women,  Columbus,  Miss 3,227 

Mississippi  Vocational  College,  Itta  Bena,  Miss 998 

Okolona  College,  Okolona,  Miss 631 

Pearl  River  Junior  College,  Poplarville,  Miss 413 

Prentiss  Normal  and  Industrial  Institute,  Prentiss,  Miss 1,  239 

Rust  College,  Holly  Springs,  Miss , 2, 117 

Sunflower  Junior  College,  Moorhead,  Miss 861 

Tougaloo  Southern  Christian  College,  Tougaloo,  Miss 2,  524 

University  of  Mississippi,  University,  Miss 6,  942 

Missouri : 

Central  Bible  Institute  and  Seminary,  Springfield,  Mo 2,  278 

Central  College,  Fayette,  Mo 2,  462 

Central  Missouri  State  College,  Warrensburg,  Mo 19,  670 

Christian  College,  Columbia,  Mo 1, 199 

Conservatory  of  Music  of  Kansas  City,  Kansas  City,  Mo 432 

Covenant  College,  St.  Louis,  Mo 286 

Culver-Stockton  College,  Canton,  Mo 1,  749 

Drury  College,  Springfield,  Mo 571 

Evangel  College,  1111  N.  Glenstone,  Springfield,  Mo 2, 141 

Harris  Teachers  College,  St.  Louis,  Mo 2,  676 

Junior  College  of  Plat  River,  Flat  River,  Mo 673 

J unior  College  of  Kansas  City,  The,  Kansas  City,  Mo 3,  640 

Kansas  City  Art  Institute  and  School  of  Design,  Kansis  City,  Mo 1,  545 

Kansas  City  College  of  Osteopathy  and  Surgery,  Kansas  City,  Mo 4,  532 

Kirksville  College  of  Osteopathy  and  Surgery,  Kirksville,  Mo 2,  612 

Lincoln  University,  Jefferson  City,  Mo 5,  710 

Lindenwood  College,  St.  Charles,  Mo 1,  606 

Covenant  College  and  Theological  Seminary,  St.  Louis,  Mo 286 

National  College,  Kansas  City,  Mo 714 

Northeast  Missouri  State  Teachers  College,  Kirksville,  Mo 9,  064 

Northwest  Missouri  State  College,  Maryville,  Mo 3, 176 

Park  College,  Parkville,  Mo 1,  499 

Rockhurst  College,  Kansas  City,  Mo 2,  377 

St.  Louis  Institute  of  Music,  St.  Louis,  Mo 2,  569 

St.  Louis  University,  St.  Louis,  Mo 3,  212 

Southeast  Missouri  State  College,  Cape  Girardeau,  Mo 3,  811 

Southwest  Baptist  College,  Bolivar,  Mo 3,  569 

Southwest  Missouri  State  College,  Springfield,  Mo 15,  750 

Stephens  College,  Columbia,  Mo 1,  927 

Tarkio  College,  Tarkio,  Mo 1,  071 

University  of  Kansas  City,  Kansas  City,  Mo 1,  784 

University  of  Missouri,  Columbia,  Mo 16,  416 

University  of  Missouri  School  of  Mines  and  Metallurgy,  Rolla,  Mo 4,  996 

Washington  University,  St.  Louis,  Mo 7,  965 

Webster  College,  Webster  Groves,  Mo 2, 141 

Westminster  College,  Pulton,  Mo 357 

William  Jewell  College,  Liberty,  Mo 5, 353 

Montana : 

College  of  Great  Falls,  Great  Palls,  Mont 2,  839 

Eastern  Montana  College  of  Education,  Billings,  Mont 2,  094 

Montana  School  of  Mines,  Butte,  Mont 580 

Montana  State  College,  Bozeman,  Mont 2,  979 

Montana  State  University,  Missoula.  Mont 10,  468 

Northern  Montana  College,  Havre,  Mont 1,  288 

Rocky  Mountain  College,  Billings,  Mont 2, 174 

Western  Montana  College  of  Education,  Dillon,  Mont 1, 127 
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Nebraska : 

Creighton  University,  Omaha,  Nebr 5,  629 

Dana  College,  Blair,  Nebr 2,  111 

Doane  College,  Crete,  Nebr 1,  363 

Duchesne  College,  Omaha,  Nebr 250 

Hastings  College,  Hastings,  Nebr 4,  565 

Midland  College,  Fremont,  Nebr 4,  378 

Municipal  University  of  Omaha,  Omaha,  Nebr 563 

Nebraska  State  Teachers  College,  Chadron,  Nebr 6,  778 

Nebraska  State  Teachers  College,  Kearney,  Nebr 12,758 

Nebraska  State  Teachers  College,  Peru,  Nebr 1,  970 

Nebraska  State  Teachers  College,  Wayne,  Nebr 2,  927 

Nebraska  Wesleyan  University,  Lincoln,  Nebr 2,  264 

Union  College,  Lincoln,  Nebr 1, 126 

University  of  Nebraska,  Lincoln,  Nebr 10,  581 

Nevada : University  of  Nevada,  Reno,  Nev 4,  363 

New  Hampshire : 

Dartmouth  College,  Hanover,  N.H 11,  032 

Keene  Teachers  College,  Keene,  N.H 2,  063 

New  England  College,  Henniker,  N.H 1, 151 

Plymouth  Teachers  College,  Plymouth,  N.H 1,  679 

Rivier  College,  Nashua,  N.H 2,  782 

University  of  New  Hampshire,  Durham,  N.H 5,  948 

New  Jersey  : 

Bloomfield  College  and  Theological  Seminary,  Bloomfield,  N.  J 1,  262 

Caldwell  College  for  Women,  Caldwell,  N.J 1, 168 

College  of  St.  Elizabeth,  Convent  Station,  N.J 2, 337 

Drew  University,  Madison,  N.J 5,  090 

Fairleigh  Dickinson  University,  Rutherford,  N.J 37,  390 

Glassboro  State  College,  Glassboro,  N.J 3, 155 

Jersey  City  State  College,  Jersey  City,  N.J 584 

Montclair  State  College,  Upper  Montclair,  N.J 3,  505 

Newark  College  of  Engineering,  Newark,  N.J 1,  098 

Newark  State  College,  Union,  N.J 316 

Paterson  State  College,  Paterson,  N.J 4,  206 

Rider  College,  Trenton,  N.J 1,  893 

Rutgers,  The  State  University,  New  Brunswick,  N.J 16,  650 

Seton  Hall  University,  South  Orange,  N.J 8,  938 

Shelton  College,  Ringwood,  N.J 1,  461 

Stevens  Institute  of  Technology,  Hoboken,  N.J 6,  426 

Trenton  State  College,  Trenton,  N.J 2,  337 

Upsala  College,  East  Orange,  N.J 9,  464 

Westminster  Choir  College,  Princeton,  N.J 1, 168 

New  Mexico : 

College  of  St.  Joseph  on  the  Rio  Grande,  Albuquerque,  N.  Mex 2, 155 

Eastern  New  Mexico  University,  Portales,  N.  Mex 8,  609 

New  Mexico  College  of  Agriculture  and  Mechanic  Arts,  State 

College,  N.  Mex 1, 187 

New  Mexico  Highlands  University,  Las  Vegas,  N.  Mex 1,  873 

New  Mexico  Institute  of  Mining  and  Technology,  Socorro,  N.  Mex 1, 195 

New  Mexico  Military  Institute,  Roswell,  N.  Mex 833 

New  Mexico  Western  College,  Silver  City,  N.  Mex 2,  737 

St.  Michael’s  College,  Santa  Fe,  N.  Mex 1,  542 

University  of  New  Mexico,  Albuquerque,  N.  Mex 4,  856 

New  York : 

Adelphi  College,  Garden  City,  N.T 4,  378 

Alfred  University,  Alfred,  N.Y 1,  474 

Bank  Street  College  of  Education,  New  York,  N.Y 2,  011 

Bard  College,  Annandale-on-Hudson,  N.Y 1,  877 

Bronx  Community  College,  New  York,  N.Y 402 

Brooklyn  College,  Brooklyn,  N.Y 4,  021 

Canisius  College,  Buffalo,  N.Y 8,  042 

The  City  College  of  New  York,  New  York,  N.Y 11,  258 

Clarkson  College  of  Technology,  Potsdam,  N.Y 5, 183 
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Colgate  University,  Hamilton,  N.Y 9,315 

College  of  New  Rochelle,  New  Rochelle,  N.Y 4,  468 

College  of  Saint  Rose,  Albany,  N.Y 983 

Columbia  University,  New  York,  N.Y 44,675 

Cooi>er  Union,  New  York,  N.Y 402 

Cornell  University,  Ithaca,  N.Y 22,  338 

D’Youville  College,  Buffalo,  N.Y 2,815 

Elmira  College,  Elmira,  N.Y 4, 021 

Fashion  Institute  of  Technology,  New  York,  N.Y 1,  340 

Fordham  University,  New  York,  N.Y 31, 273 

Hamilton  College,  Clinton,  N.Y 2,  949 

Hobart  and  William  Smith  Colleges,  Geneva,  N.Y 2,488 

Hofstra  College,  Hempstead,  Long  Island,  N.Y 16,  084 

Houghton  College,  Houghton,  N.Y 4, 983 

Hudson  Valley  Technical  Institute,  Troy,  N.Y 4,468 

Hunter  College,  New  York,  N.Y 4,  468 

Iona  College,  New  Rochelle,  N.Y 8,  042 

Ithaca  College,  Ithaca,  N.Y 10,  097 

Jamestown  Community  College,  Jamestown,  N.Y 402 

Jewish  Theological  Seminary  of  America,  New  York,  N.Y 2, 413 

Keuka  College,  Keuka  Park,  N.Y 804 

The  King’s  College,  Briarcliff  Manor,  N.Y 2,  234 

Ladycliff  College,  Highland  Falls,  N.Y 715 

LeMoyne  College,  Syracuse,  N.Y 4,  289 

Long  Island  University,  Brooklyn,  N.Y 20, 193 

Manhattanville  College  of  the  Sacred  Heart,  Purchase,  N.Y 3,  739 

Manhattan  College,  New  York,  N.Y 8,  935 

Mills  College  of  Education,  New  York,  N.Y 1,  787 

Mohawk  Valley  Technical  Institute,  New  Hartford,  N.Y 2,  681 

Nazareth  College,  Rochester,  N.Y 447 

New  School  for  Social  Research,  New  York,  N.Y 2,  466 

New  York  City  Community  College  of  Applied  Arts  and  Sciences, 

Brooklyn,  N.Y 804 

New  York  Institute  of  Technology,  Inc.,  Brooklyn,  N.Y 1,  369 

New  York  University,  New  York,  N.Y 26,  805 

Niagara  University,  Niagara  University,  N.Y 12, 152 

Orange  County  Community  College,  Middletown,  N.Y 965 

Pace  College,  New  York,  N.Y 3, 127 

Parsons  School  of  Design,  New  York,  N.Y 1,  206 

Polytechnic  Institute  of  Brooklyn,  Brooklyn,  N.Y 5,361 

Pratt  Institute,  Brooklyn,  N.Y 9,  382 

Rensselaer  Polytechnic  Institute,  Troy,  N.Y 22,  338 

Roberts  Wesleyan  College,  North  Chili,  N.Y 6,  031 

Rochester  Institute  of  Technology,  Rochester,  N.Y 8,  042 

Rosary  Hill  College,  Buffalo,  N.Y 1,  787 

St.  Bonaventure  University,  St.  Bonaventure,  N.Y 7,  238 

St.  Francis  College,  Brooklyn,  N.Y 1,  787 

St.  John’s  University,  Jamaica,  N.Y 22,  338 

St.  Joseph’s  College  for  Women,  Brooklyn,  N.Y 893 

St.  Lawrence  University,  Canton,  N.Y 8,  042 

Sarah  Lawrence  College,  Bronxville,  N.Y 2,  287 

Staten  Island  Community  College,  Staten  Island,  N.Y 563 

St.  Bernardine  of  Siena  College.  Loudonville,  N.Y 10,  856 

Maritime  College,  SUNY,  Mort  Schuyler,  Bronx,  N.Y 3,  216 

Harpur  College,  SUNY,  Endicott,  N.Y 

State  University  of  New  York,  Syracuse,  N.Y 724 

State  University  of  New  York,  Brooklyn,  N.Y 1, 126 

State  University  of  New  York,  Albany,  N.Y 3,  418 

State  University  of  New  York,  Brockport,  N.Y 2,  011 

State  University  of  New  York,  Buffalo,  N.Y 4,  905 

State  University  of  New  York,  Cortland,  N.Y 6,  031 

State  University  of  New  York,  Oswego,  N.Y 6,  031 

State  University  of  New  York,  Plattsburgh,  N.Y 4, 021 

State  University  of  New  York,  Potsdam,  N.Y 4,  423 

State  University  of  New  York,  Syracuse,  N.Y 4,  468 
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State  University  of  New  York,  Fredonia,  N.Y 4,  423 

State  University  of  New  York,  Geneseo,  N.Y 4,  503 

State  University  of  New  York,  New  Paltz,  N.Y 6,  031 

State  University  of  New  York,  Oneonta,  N.Y 3,  699 

State  University  of  New  York,  Oyster  Bay,  N.Y 1,  206 

State  University  of  New  York,  Canton,  N.Y 1,  608 

State  University  of  New  York,  Alfred,  N.Y 1,  608 

State  University  of  New  York,  Cobleskill,  N.Y 1,  608 

State  University  of  New  York,  Morrisville,  N.Y 2,  011 

State  University  of  New  York,  Delhi,  N.Y 2,  011 

State  University  of  New  York,  Farmingdale,  N.Y 3,  217 

Syracuse  University,  Syracuse,  N.Y 19,  211 

Teachers  College,  Columbia  University,  New  York,  N.Y 11,  226 

Union  College  and  University,  Schenectady,  N.Y 15,  637 

University  of  Buffalo,  Buffalo,  N.Y 56,  289 

University  of  Rochester,  Rochester,  N.Y 4,  423 

Vassar  College,  Poughkeepsie,  N.Y 4,  468 

Wagner  Lutheran  College,  Staten  Island,  N.Y 5,  361 

Yeshiva  University,  New  York,  N.Y 11, 169 

North  Carolina : 

Agricultural  and  Technical  College  of  North  Carolina,  Greensboro, 

N.C 3,  227 

Appalachian  State  Teachers  College,  Boone,  N.C 12,  315 

Atlantic  Christian  College,  Wilson,  N.C 2,  628 

Barber-Scotia  College,  Concord,  N.C 1,  037 

Belmont  Abbey  College,  Belmont,  N.C 664 

Bowman  Gray  School  of  Medicine  of  Wake  Forest  College,  Winston- 

Salem,  N.C 1,  645 

Brevard  College,  Brevard,  N.C 738 

Campbell  College,  Buies  Creek,  N.C 4,  380 

Carver  College,  Charlotte,  N.C 1, 172 

Catawba  College,  Salisbury,  N.C 2, 075 

Charlotte  College,  Charlotte,  N.C 370 

Chowan  College,  Murfreesboro,  N.C 830 

Davidson  College,  Davidson,  N.C 1,  291 

Duke  University,  Durham,  N.C 1,  568 

East  Carolina  College,  Greenville,  N.C 9,  532 

Elon  College,  Elon  College,  N.C 2,  739 

Fayetteville  State  Teachers  College,  Fayetteville,  N.C 498 

Flora  Macdonald  College,  Red  Springs,  N.C 692 

Gardner-Webb  Junior  College,  Inc.,  Boiling  Springs,  N.C 2,  766 

Guilford  College,  Guilford  College,  N.C 830 

High  Point  College,  High  Point,  N.C 8,  760 

Johnson  C.  Smith  University,  Charlotte,  N.C 1,  660 

Lenoir-Rhyne  College,  Hickory,  N.C 632 

Louisburg  College,  Louisberg,  N.C 645 

Meredith  College,  Raleigh,  N.C 3,  274 

Mitchell  College,  Statesville,  N.C 922 

Montreat  College,  Inc.,  Montreat,  N.C 1, 291 

Mount  Olive  Junior  College,  Mount  Olive,  N.C 629 

North  Carolina  College  at  Durham,  Durham,  N.C 10, 475 

Peace  College,  Raleigh,  N.C 231 

Pembroke  State  College,  Pembroke,  N.C 738 

Pfeiffer  College,  Misenheimer,  N.C 4,  611 

Piedmont  Bible  College,  Inc.,  Winston-Salem,  N.C 1,  049 

Presbyterian  Junior  College  for  Men,  Maxton,  N.C 3,  573 

Queens  College,  Charlotte,  N.C 2,  397 

Sacred  Heart  Junior  College  and  Academy,  Belmont,  N.C 305 

St.  Augustine’s  College,  Raleigh,  N.C 1,  704 

Salem  College,  Winston-Salem,  N.C 968 

Shaw  University,  Raleigh,  N.C 3,  058 

State  Teachers  College,  Elizabeth  City,  N.C 1, 273 

University  of  North  Carolina,  Chapel  Hill,  N.C 22,  777 

State  College  of  Agriculture  and  Engineering  of  the  University  of 
North  Carolina,  Raleigh,  N.C 4,  518 
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\Vak(‘  Forest  (’ollej^e,  Winston-Salem,  N.G 1 ! 1,867 

\Vest(>r.n  (’arolina  College,  Cullowhee,  N.C 3,919 

Wingate  ('oll(‘ge,  Wingate,  N.C 3,204 

Woman’s  College  of  the  University  of  North  Carolina,  Greensboro, 

N.C 2,739 

North  Dakota: 

North  Dakota  Agricultural  College,  Fargo,  N.  Dak 611 

North  Dakota  School  of  Forestry,  Bottineau,  N.  Dak ; 747 

North  Dakota  State  School  of  Science,  Wahpeton,  N.  Dak 2,173 

Stat(‘  Nca-mal  and  Industrial  College,  Ellendale,  N.  Dak 815 

State  Teachers  College,  Dickinson,  N,  Dak 1,154 

State  Teachers  College,  Mayville,  N.  Dak 1,018 

State  Teaehers  College,  Minot,  N.  Dak 2,852 

State  Teachers  College,  Valley  City,  N.  Dak 2,179 

University  of  North  Dakota,  Grand  Forks,  N.  Dak 13,700 

Ohio  : 

Antioch  College,  Yellow  Springs,  Ohio 2,  602 

Baldwin-Wallace  College,  Berea,  Ohio 8,  675 

Bluffton  College,  Bluffton,  Ohio 2, 477 

Bowling  Green  State  University,  Bowling  Green,  Ohio 27,  471 

Capital  University,  Columbus,  Ohio 964 

Case  Institute  of  Technology,  Cleveland,  Ohio 14,073 

Central  State  College,  Wilberforce,  Ohio 6,  314 

Cleveland  Institute  of  Art,  Cleveland,  Ohio 371 

Cleveland  Institute  of  Music,  Cleveland,  Ohio 636 

College  of  Mount  St.  Joseph-on-the-Ohio,  Mount  St.  Joseph,  Ohio 1,  446 

College  of  Steubenville,  Steubenville,  Ohio 1,  928 

College-Conservatory  of  Music  of  Cincinnati,  Cincinnati,  Ohio 2,  029 

Defiance  College,  Defiance,  Ohio 2,  950 

Denison  University,  Granville,  Ohio 347 

Fenn  College,  Cleveland,  Ohio 1,  253 

Findlay  College,  Findlay,  Ohio 2,  496 

Heidelberg  College,  Tiflin,  Ohio ; 5,  205 

Hiram  College,  Hiram,  Ohio_ 482 

John  Carroll  University,  Cleveland,  Ohio 14,  459 

Kent  State  University,  Kent,  Ohio 31,  808 

Kenyon  College,  Gambler,  Ohio i; 1,  928 

Malone  College,  Canton,  Ohio 321 

Marietta  College,  Marietta,  Ohio — 3,  557 

Miami  University,  Oxford,  Ohio 22,  651 

Mount  Union  College,  Alliance,  Ohio 607 

Muskingum  College,  New  Concord,  Ohio__ ; — 5,  446 

Notre  Dame  College,  Cleveland,  Ohio 868 

Oberlin  College,  Oberlin,  Ohio 13,  013 

Ohio  College  of  Applied  Science  (division  of  Ohio  Mechanics  Insti- 
tute), Cincinnati,  Ohio : — 2,077 

Ohio  Northern  University,  Ada,  Ohio 13,  013 

Ohio  State  University,  Columbus,  Ohio 9,  639 

Ohio  University,  Athens,  Ohio 11, 139 

Ohio  Wesleyan  University,  Delaware,  Ohio 4,  820 

Otterbein  College,  Westerville,  Ohio 4,  499 

Our  Lady  of  Cincinnati  College,  Cincinnati,  Ohio 3,  590 

Rio  Grande  College,  Rio  Grande,  Ohio 441 

St.  John  College  of  Cleveland,  Cleveland,  Ohio 1,  513 

Tiffin  University,  Tiffin,  Ohio 1, 157 

United  Theological  Seminary,  Dayton,  Ohio 347 

University  of  Akron,  Akron,  Ohio 6,  260 

University  of  Cincinnati,  Cincinnati,  Ohio 18, 174 

University  of  Dayton,  Dayton,  Ohio 3,  470 

University  of  Toledo,  Toledo,  Ohio 3, 133 

Western  College  for  Women,  Oxford,  Ohio 675 

Western  Reserve  University,  Cleveland,  Ohio 4,  521 

Wilmington  College,  Wilmington,  Ohio — 4,  962 

Wittenberg  College,  Springfield,  Ohio ; 3,  084 

Xavier  University,  Cincinnati,  Ohio 868 
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Oklahoma : 

Benedictine  Heights  College,  Tulsa,  Okla 127 

Bethany-Nazarene  College,  Bethany,  Okla 4,  546 

Cameron  State  Agricultural  College,  Lawton,  Okla 4,  311 

Central  State  College,  Edmond,  Okla 1,  667 

Connors  State  Agricultural  College,  Warner,  Okla 2,  357 

East  Central  State  College,  Ada,  Okla 7,139 

Eastern  Oklahoma  Agricultural  and  Mechanical  College,  Wilburton, 

Okla 909 

Langston  University,  Langston,  Okla 1,  347 

Murray  State  Agricultural  College,  Tishomingo,  Okla 674 

Northeastern  Oklahoma  Agricultural  and  Mechanical  College, 

Miami,  Okla 1,  684 

Northeastern  State  College,  Tahlequah,  Okla 16, 165 

Northern  Oklahoma  Junior  College,  Tonkawa,  Okla 2, 189 

Northwestern  State  College,  Alva,  Okla 3, 199 

Oklahoma  Baptist  University,  Shawnee,  Okla 4,  614 

Oklahoma  City  University,  Oklahoma  City,  Okla 3,  805 

Oklahoma  College  for  Women,  Chickasha,  Okla 2,  455 

Oklahoma  Military  Academy,  Claremore,  Okla 2,  021 

Oklahoma  State  University,  Stillwater,  Okla 4,  378 

Panhandle  Agricultural  and  Mechanical  College,  Goodwell,  Okla 202 

Phillips  University,  Enid,  Okla 1,  515 

Poteau  Community  College,  Poteau,  Okla 1,  347 

St.  Gregory’s  College,  Shawnee,  Okla 269 

Sayre  Junior  College,  Sayre,  Okla 845 

Southeastern  State  College,  Durant,  Okla 8,  622 

Southwestern  State  College,  Weatherford,  Okla 7,  341 

University  of  Oklahoma,  Norman,  Okla 16,  839 

University  of  Tulsa,  Tulsa,  Okla 9,  530 

Oregon : 

Cascade  College,  Portland,  Oreg 1,  449 

Concordia  College,  Portland,  Oreg 419 

Eastern  Oregon  College,  La  Grande,  Oreg 1, 135 

George  Pox  College,  Newberg,  Oreg 279 

Lewis  and  Clark  College,  Portland,  Oreg 4, 187 

Linfield  College,  McMinnville,  Ore 3,  048 

Mount  Angel  College,  Mount  Angel,  Oreg 1,  070 

Multnomah  College,  Portland,  Oreg 1,  824 

Oregon  College  of  Education,  Monmouth,  Oreg 3,  815 

Oregon  State  College,  Corvallis,  Oreg 21,  399 

Pacific  Bible  College,  Portland,  Oreg 1,  489 

Pacific  University,  Forest  Grove,  Oreg 837 

Portland  State  College,  Portland,  Oreg 2,  326 

Reed  College,  Portland,  Oreg 3,  349 

Southern  Oregon  College,  Ashland,  Oreg 1,  861 

University  of  Oregon,  Eugene,  Oreg 14,  514 

University  of  Portland,  Portland,  Oreg 7,  443 

Willamette  University,  Salem,  Oreg 2,  949 

Pennsylvania : 

Albright  College,  Reading,  Pa 4,  616 

Allegheny  College,  Meadville,  Pa 1,  689 

Bucknell  University,  Lewisburg,  Pa 6,  047 

Carnegie  Institute  of  Technology,  Pittsburgh,  Pa 6,  232 

Cedar  Creet  College,  Allentown,  Pa 831 

Chatham  College,  Pittsburgh,  Pa 3,  231 

Chestnut  Hill  College,  Philadelphia,  Pa 2,  906 

College  Misericordia,  Dallas,  Pa 4,  847 

Dickinson  College,  Carlisle,  Pa 7,  801 

Drexel  Institute  of  Technology,  Philadelphia,  Pa 8,  309 

Duquesne  University,  Pittsburgh,  Pa 9,  412 

Eastern  Baptist  College,  St.  Davids,  Pa 1,  246 

Eastern  Pilgrim  College,  Allentown,  Pa 923 

Elizabethtown  College,  Elizabethtown,  Pa 3,  693 

Franklin  and  Marshall  College,  Lancaster,  Pa 6,  463 
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Gannon  College,  Erie,  Pa 6,204 

Geneva  College,  Beaver  Falls,  Pa 2,493 

Gettysburg  College,  Gettysburg,  Pa 6,  924 

Hahnemann  Medical  College  and  Hospital,  Philadelphia,  Pa 1,  523 

Harcum  Junior  College,  Bryn  Mawr,  Pa 1,  385 

Iminaculata  College,  Immaculata,  Pa 3,241 

Jefferson  Medical  College  of  Philadephia,  Philadelphia,  Pa 4,237. 

Juniata  College,  Huntingdon,  Pa 2,677 

Keystone  Junior  College,  La  Plume,  Pa 92 

King’s  College,  Wilkes-Barre,  Pa 7,  386 

Lafayette  College,  Easton,  Pa 11,  575 

LaSalle  College,  Philadephia,  Pa 9, 325 

Lebanon  Valley  College,  Annville,  Pa 2,  308 

Lehigh  University,  Bethlehem,  Pa 5, 170 

Lincoln  University,  Lincoln  University,  Pa 1, 163 

Lycoming  College,  Williamsport,  Pa 6,  463 

Marywood  College,  Scranton,  Pa 831 

Mercyhurst  College,  Erie,  Pa 499 

Messiah  College,  Grantham,  Pa 582 

Moravian  College,  Bethlehem,  Pa 332 

Mount  Aloysius  Junior  College,  Cresson,  Pa_ 462 

Mount  Mercy  College,  Pittsburgh,  Pa 406 

Muhlenberg  College,  Allentown,  Pa 2,  400 

National  Agricultural  College,  Doylestown,  Pa 1,  366 

Pennsylvania  Military  College,  Chester,  Pa 6,  093 

Pennsylvania  State  College,  of  Optometry,  Philadelphia,  Pa 831 

Pennsylvania  State  University,  University  Park,  Pa 24, 120 

Philadelphia  College  of  Osteopathy,  Philadelphia,  Pa 6, 463 

Philadelphia  College  of  Pharmacy  and  Science,  Philadelphia,  Pa 2,  327 

Philadelphia  Museum  School  of  Art,  Philadelphia,  Pa 3, 116 

Philadelphia  Musical  Academy,  Philadelphia,  Pa 589 

Philadelphia  Textile  Institute,  Philadelphia,  Pa 1, 184 

St.  Francis  College,  Loretto,  Pa 3,  498 

St.  Joseph’s  College,  Philadelphia,  Pa 10,  802 

St.  Vincent  College,  Latrobe,  Pa 7,  386 

Seton  Hill  College,  Greensburg,  Pa 4,  944 

State  Teachers  College,  Bloomsburg,  Pa 7,  847 

State  Teachers  College,  California,  Pa 8,  998 

State  Teachers  College,  East  Stroudsburg,  Pa 1,  846 

State  Teachers  College,  Edinboro,  Pa 3,  693 

State  Teachers  College,  Indiana,  Pa 2, 954 

State  Teachers  College,  Kutztown,  Pa 8,  793 

State  Teachers  College,  Lock  Haven,  Pa 1,  569 

State  Teachers  College,  Mansfield,  Pa 1,  477 

State  Teachers  College,  Millersville,  Pa 3,  970 

State  Teachers  College,  Shippensburg,  Pa 2,  493 

State  Teachers  College,  Slippery  Rock,  Pa 3,  739 

State  Teachers  College,  West  Chester,  Pa 1,  754 

Temple  University,  Philadelphia,  Pa 17,  311 

Thiel  College,  Greenville,  Pa 4,  542 

University  of  Pennsylvania,  Philadelphia,  Pa 23,  081 

University  of  Pittsburgh,  Pittsburgh,  Pa 12,  464 

University  of  Scranton,  Scranton,  Pa 6,  694 

Villa  Maria  College,  Erie,  Pa 1,  662 

Villanova  University,  Villanova,  Pa 2,  308 

Waynesburg  College,  Waynesburg,  Pa 5, 152 

Westminster  College,  New  Wilmington,  Pa 3,  241 

Wilkes  College,  Wilkes-Barre,  Pa 7,  847 

Wilson  College,  Chambersburg,  Pa 785 

Woman’s  Medical  College  of  Pennsylvania,  Philadelphia,  Pa 1,  329 

Rhode  Island : 

Brown  University,  Providence,  R.I : 4,  953 

Bryant  CoUege,  Providence,  R.I : 4,  502 

Providence  College,  Providence,  R.I 13,  507 

Providence-Barrington  Bible  College,  Providence,  R.I 3, 476 
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Rhode  Island  College  of  Education,  Providence,  R.I 162 

Roger  Williams  Junior  College,  Providence,  R.I 203 

Salve  Regina  College,  Newport,  R.I 2,  701 

University  of  Rhode  Island,  Kingston,  R.I 2,  251 

South  Carolina : 

Allen  University,  Columbia,  S.C 6,  437 

Benedict  College,  Columbia,  S.C 4, 164 

Bob  Jones  University,  Greenville,  S.C 12,  313 

Citadel,  The,  Military  College  of  South  Carolina,  Charleston,  S.C 3, 121 

Claflin  College,  Orangeburg,  S.C 1,  219 

Columbia  College,  Columbia,  S.C 683 

Converse  College,  Spartanburg,  S.C 1,  609 

Friendship  Junior  College,  Rock  Hill,  S.C 1,  414 

Furman  University,  Greenville,  S.C 2,  604 

Lander  College,  Greenwood,  S.C 2, 122 

Limestone  College,  Gaffney,  S.C 2,  524 

Morris  College,  Sumter,  S.C 1,  463 

Newberry  College,  Newberry,  S.C 878 

North  Greenville  Junior  College,  Taylors,  S.C 1,  053 

Presbyterian  College,  Clinton,  S.C 6, 144 

South  Carolina  State  College,  Orangeburg,  S.C 1,  755 

University  of  South  Carolina,  Columbia,  S.C 6,  339 

Voorhees  School  and  Junior  College,  Denmark,  S.  C 1,053 

Wesleyan  Methodist  College,  Central,  S.C 702 

Winthrop  College,  Rock  Hill,  S.C 4,  316 

Wofford  College,  Spartanburg,  S.C 3,  774 

South  Dakota : 

Augustana  College,  Sioux  Falls,  S.  Dak 1,  241 

Black  Hills  Teachers  College,  Spearfish,  S.  Dak 372 

Dakota  Wesleyan  University,  Mitchell,  S.  Dak 1,  489 

General  Beadle  State  Teachers  College,  Madison,  S.  Dak 869 

Huron  College,  Huron,  S.  Dak 1,  241 

Northern  State  Teachers  College,  Aberdeen,  S.  Dak 1,  612 

Sioux  Falls  College,  Sioux  Falls,  S.  Dak 993 

South  Dakota  School  of  Mines  and  Technology,  Rapid  City,  S.  Dak_  1, 191 
South  Dakota  State  College  of  Agriculture  and  Mechanic  Arts, 

Brookings,  S.  Dak 12.  304 

Southern  States  Teachers  College,  Springfield,  S.  Dak 414 

University  of  South  Dakota,  Vermillion,  S.  Dak 3,  763 

Wessington  Springs  College,  Wessington  Springs,  S.  Dak 149 

Yankton  College,  Yankton,  S.  Dak 1,  737 

Tennessee : 

Austin  Peay  State  College,  Clarksville,  Tenn 3,  379 

Belmont  College,  Nashville,  Tenn 1,  969 

Bethel  College,  McKenzie,  Tenn 1,  876 

Carson-Newman  College,  Jefferson  City,  Tenn 1,  250 

Christian  Brothers  College,  Memphis,  Tenn 3, 126 

Cumberland  University,  Lebanon,  Tenn 313 

David  Lipscomb  College,  Nashville,  Tenn 2,  501 

East  Tennessee  State  College,  Johnson  City,  Tenn 1,  719 

Fisk  University,  Nashville,  Tenn 1,  618 

Freed-Hardeman  College,  Henderson,  Tenn 1,  563 

George  Peabody  College  for  Teachers,  Nashville,  Tenn 4,  689 

Hiwassee  College,  Madisonville,  Tenn 1,  375 

Johnson  Bible  College,  Kimberlin  Heights,  Tenn 938 

Knoxville  College,  Knoxville,  Tenn : 2,  395 

Lambuth  College,  Jackson,  Tenn 1,  563 

Lane  College,  Jackson,  Tenn 6,  232 

Lee  College,  Cleveland,  Tenn 1,  200 

Le  Moyne  College,  Memphis,  Tenn 625 

Lincoln  Memorial  University,  Harrogate,  Tenn 2, 860 

Maryville,  College,  Maryville,  Tenn 1, 125 

Meharry  Medical  College,  Nashville,  Tenn 2.  4.38 

Memphis  State^  University,  Memphis,  Tenn 4,877 
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Middle  Tcuinessee  State  College,  Murfreesboro,  Tenn_ 281 

Milligan  College,  IMilligan  College,  Tenn 025 

Morristown  Normal  and  Industrial  College,  Morristown,  Tenn 1, 125 

Soutli western  at  Memphis,  Memphis,  Tenn 2,' 032 

Tennessee  Agricultural  and  Industrial  State  University,  Nash- 
ville, Tenn jq  942 

I’ennessee  I’olytechnic  Institute,  Cookeville,  Tenn 0’  4O8 

Tennessee  M''esleyan  College,  Athens,  Tenn l’  938 

Trevecca  Naznrene  College,  Nashville,  Tenn ’ 050 

Tusculum  College,  Greeneville,  Tenn 1,  094 

Union  University,  Jackson,  Tenn ; i’ 125 

University  of  Chattanooga,  Chattanooga,  Tenn l’ 501 

University  of  the  South,  Sewanee,  Tenn 3’  751 

University  of  Tennessee,  Knoxville,  Tenn I5’  031 

Vanderbilt  University,  Nashville,  Tenn n’  504 

William  Jennings  Bryan  University,  Dayton,  Tenn l' 969 

Texas ; 

Abilene  Christian  College,  Abilene,  Tex 17,  035 

Agricultural  and  Mechanical  College  of  Texas,  College  Station, 

Tex 15,730 

Amarillo  College,  Amarillo,  Tex 577 

Arlington  State  College,  Arlington,  Tex 944 

Baylor  University,  Waco,  Tex 13, 108 

Bishop  College,  Marshall,  Tex 3,  704 

Cisco  Junior  College,  Cisco,  Tex 2,  007 

Del  Mar  College,  Corpus  Christi,  Tex 8,  022 

East  Texas  Baptist  College,  Marshall,  Tex 5,  463 

East  Texas  State  College,  Commerce,  Tex 4,  883 

Frank  Phillips  College,  Borger,  Tex 524 

Hardin-Simmons  University,  Abilene,  Tex 10,  487 

Henderson  County  Junior  College,  Athens,  Tex 3,  319 

Howard  Payne  College,  Brownwood,  Tex 9,  438 

Huston-Tillotson  College,  Austin,  Tex 3,  644 

Jacksonville  College,  Jacksonville,  Tex 2,  307 

Jarvis  Christian  College,  Hawkins,  Tex 4,  719 

Uamar  State  College  of  Technology,  Beaumont,  Tex 3, 146 

Lee  College,  Baytown,  Tex 2,  622 

Lon  Morris  College,  Jacksonville,  Tex 2,  097 

Mary  Allen  College,  Crockett,  Tex 623 

Mary  Hardin-Baylor  College,  Belton,  Tex 2,  229 

McMurry  College,  Abilene,  Tex 4,  247 

Midwestern  University,  Wichita  Falls,  Tex 1,  258 

Navarro  Junior  College,  Corsicana,  Tex : 1,  837 

North  Texas  State  College,  Denton,  Tex 26,  216 

Our  Lady  of  the  Lake  College,  San  Antonio,  Tex 3, 146 

Pan  American  College,  Edinburg,  Tex 1,  453 

Paris  Junior  College,  Paris,  Tex 1,  678 

Paul  Quinn  College,  Waco,  Tex 2,  359 

Prairie  View  Agricultural  and  Mechanical  College,  Prairie  View, 

Tex 2,  622 

Ranger  Junior  College,  Ranger,  Tex 2,  936 

Sacred  Heart  Dominican  College,  Houston,  Tex 1,  999 

St.  Edward’s  University,  Austin,  Tex 2,  831 

St.  Mary’s  University  of  San  Antonio,  San  Antonio,  Tex 4,  813 

Sam  Houston  State  Teachers  College,  Huntsville,  Tex 5,  288 

San  Angelo  College,  San  Angelo,  Tex 1,  888 

San  Antonio  College,  San  Antonio,  Tex 6,  607 

Southern  Methodist  University,  Dallas,  Tex 15,  730 

South  Plains  College,  Levelland,  Tex : 1,  654 

Southwest  Texas  State  Teachers  College,  San  Marcos,  Tex 3,  303 

Southwestern  University,  Georgetown,  Tex ^ 1,  038 

Stephen  F.  Austin  State  College.  Nacogdoches,  Tex__ 3,  565 

Sul  Ross  State  College,  Alpine,  Tex ; 4,  719 

Tarleton  State  College,  Stephenville,  Tex 944 

Texarkana  College,  Texarkana,  Tex 1,  730 
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Texas — Continued 

Texas  Christian  University,  Fort  Worth,  Tex 24, 107 

Texas  College,  Tyler,  Tex 7, 109 

. Texas  College  of  Arts  and  Industries,  Kingsville,  Tex 7,  550 

Texas  Southmost  College,  Brownsville,  Tex 891 

Texas  Technological  College,  Lubbock,  Tex 7,  341 

Texas  Wesleyan  College,  Fort  Worth,  Tex 4,  981 

Texas  Western  College,  El  Paso,  Tex 2,  737 

Texas  Woman’s  University,  Denton,  Tex 5,  768 

Trinity  University,  San  Antonio,  Tex 8,  662 

University  of  Corpus  Christi,  Corpus  Christi,  Tex 4,  954 

University  of  Dallas,  Dallas,  Tex : 2,  097 

University  of  Houston,  Houston,  Tex 15, 730 

University  of  St.  Thomas,  Houston,  Tex 1,  573 

University  of  Texas,  Austin,  Tex 25,  073 

Wayland  Baptist  College,  Plain  view,  Tex 944 

Wharton  County  Junior  College,  Wharton,  Tex 453 

Wiley  College,  Marshall,  Tex 4,  231 

Utah: 

Brigham  Young  University,  Provo,  Utah 12,  986 

Carbon  College,  Price,  Utah 542 

College  of  St.  Mary-of -the- Wasatch,  Salt  Lake  City,  Utah 569 

Dixie  Junior  College,  St.  George,  Utah 4, 114 

Snow  College,  Ephraim,  Utah 2,  961 

University  of  Utah,  Salt  Lake  City,  Utah 6,  021 

Utah  State  University  of  Agriculture  and  Applied  Science,  Logan, 

Utah 11,  471 

Weber  College,  Ogden,  Utah 4,  736 

Westminster  College,  Salt  Lake  City,  Utah 6,  623 

College  of  Southern  Utah,  Cedar  City,  Utah 10,  437 

Vermont : 

Bennington,  College,  Bennington,  Vt 1,  534 

Goddard  College,  Plainfield,  Vt 566 

Green  Mountain  College,  Poultney,  Vt 311 

Marlboro  College,  Marlboro,  Vt 107 

Middlebury  College,  Middlebury,  Vt 1,  885 

Norwich  University,  Northfield,  Vt 1,  587 

St,  Michael’s  College,  Winooski,  Vt 1,  068 

State  Teachers  College,  Castleton,  Vt 1,  301 

State  Teachers  College,  Johnson,  Vt 283 

State  Teachers  College,  Lyndon  Center,  Vt 848 

University  of  Vermont  and  State  Agricultural  College  Burling- 
ton, Vt 10,  275 

Windham  College,  Putney,  Vt 251 

Virginia : 

Bridgewater  College,  Bridgewater,  Va 5,  589 

College  of  William  & Mary,  Williamsburg,  Va 5,  558 

Emory  & Henry  College,  Emory,  Va 745 

Hampton  Institute,  Hampton,  Va 4,  347 

Lynchburg  College,  Lynchburg,  Va 4,  583 

Mary  Baldwin  College,  Staunton,  Va 2,  236 

Marymount  Junior  College,  2807  N.  Glebe  Road,  Arlington,  Va 224 

Medical  College  of  Virginia,  Richmond,  Va 2,  111 

Randolph-Macon  Woman’s  College,  Lynchburg,  Va 1,  341 

St.  Paul’s  College,  Lawreneeville,  Va 11,  451 

Shenandoah  College,  Dayton,  Va 435 

Shenandoah  Conservatory  of  Music,  Dayton,  Va 311 

Sweet  Briar  College,  Sweet  Briar,  Va 1, 118 

University  of  Virginia,  Charlottesville,  Va 20,  246 

Virginia  Polytechnic  Institute,  Blacksburg,  Va 11, 178 

Virginia  State  College,  Petersburg,  Va ^ 14,  532 

Virginia  Union  University,  Richmond,  Va 10,  619 


590 


Washington  : 

T’entral  Washington  College  of  Education,  Ellensburg,  Wash 7, 140 

College  of  I’ugent  Sound,  Tacoma,  Wash 2,  483 

Columbia  Rasin  College,  Pasco,  Wash ’ 963 

Eastern  Washington  College  of  Education,  Cheney,  Wash 9, 141 

Conzaga  University,  Spokane,  Wash 8, 125 

Pacific  Lutheran  College,  Parkland,  Wash l’  806 

St.  Martin’s  College,  Olympia,  Wash 734 

Seattle  Pacific  College,  Seattle,  Wash 11, 055 

Seattle  University,  Seattle,  Wash 20,  518 

Skagit  Valley  College,  Mount  Vernon,  Wash 497 

State  College  of  Washington,  Pullman,  Wash 17,  774 

University  of  Washington,  Seattle,  Wash 10, 157 

Walla  Walla  College,  College  Place,  Wash 4,  740 

Western  Washington  College  of  Education,  Bellingham,  Wash 8, 125 

Whitworth  College,  Spokane,  Wash 2, 314 

West  Virginia  : 

Alderson-Broaddus  College,  Philippi,  W.  Va 3,  933 

Bethany  College,  Bethany,  W.  Va 12,  019 

Bluefield  State  College,  Bluefield,  W.  Va 2,  076 

Fairmont  State  College,  Fairmont,  W.  Va 716 

Glenville  State  College,  Glenville,  W.  Va 1,  967 

Morris  Harvey  College,  Charleston,  W.  Va 14,  387 

Shepherd  State  College,  Shepherdstown,  W.  Va 9,  287 

West  Virginia  State  College,  Institute,  W.  Va 3,  504 

West  Virginia  University,  Morgantown,  W.  Va 4,917 

Wisconsin : 

Alverno  College,  Milwaukee,  Wis 1,  891 

Cardinal  Stritch  College,  Milwaukee,  Wis 675 

Carroll  College,  Waukesha,  Wis 5,  627 

Dominican  College,  Racine,  Wis 985 

Edgewood  College  of  the  Sacred  Heart,  Madison,  Wis 90 

Lawrence  College,  Appleton,  Wis 1,  393 

Layton  School  of  Art,  Milwaukee,  Wis !_  1,  013 

Marian  College,  390  E.  Division  St.,  Fond  du  Lac,  Wis 369 

Marquette  University,  Milwaukee,  Wis 7,  315 

Milton  College,  Milton,  Wis 1,  801 

Marquette  University  School  of  Medicine,  Milwaukee,  Wis 1, 125 

Milwaukee  School  of  Engineering,  Milwaukee,  Wis 4,  929 

Mount  Mary  College,  Milwaukee,  Wis 270 

Northland  College,  Ashland,  Wis 1,  688 

Ripon  College,  Ripon,  Wis 4,051 

St.  Norbert  College,  West  De  Pere,  Wis 8, 440 

Stout  State  College,  Menomonie,  Wis 11,469 

University  of  Wisconsin,  Madison,  Wis 37,  697 

University  of  Wisconsin,  Milwaukee,  Wis 11,  815 

Viterbo  College,  La  Crosse,  Wis 360 

Wisconsin  Institute  of  Technology,  Platteville,  Wis 1,  238 

Wisconsin  State  College,  Eau  Claire,  Wis 14,  404 

Wisconsin  State  College,  La  Crosse,  Wis 506 

Wisconsin  State  College,  Oshkosh,  Wis 810 

Wisconsin  State  College,  Platteville,  Wis 1, 215 

Wisconin  State  College,  River  Falls,  Wis 1,  868 

Wisconson  State  College,  Stevens  Point,  Wis 4,  951 

Wisconsin  State  College,  Superior,  Wis 844 

Wisconsin  State  College,  Whitewater,  Wis 6,  060 

Wood  County  Teachers  College,  Wisconsin  Rapids,  Wis 563 

Wyoming : 

Casper  Junior  College,  Casper,  Wyo 251 

Northwest  Community  College,  Powell,  Wyo 1,  839 

University  of  Wyoming,  Laramie,  Wyo 7,  537 
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Puerto  Rico : 

Catholic  University  of  Puerto  Rico,  Santa  Maria,  Ponce,  Puerto 

Rico — ^ — 2,  302 

Inter  American  University  of  Puerto  Rico,  San  German,  Puerto 

Rico 2,  557 

University  of  Puerto  Rico,  Rio  Piedras,  Puerto  Rico 28,  641 


Mr.  Bow.  That  is  all,  Mr.  Chairman. 

NUMBER  or  STUDENTS  RECEIVING  LOANS 

Mr.  Thomas.  How  many  students  received  that  $6  million  ? 

How  many  students  were  involved  ? ^ 

Dr.  Derthick.  We  do  not  have  that  information. 

Mr.  Thomas.  What  is  your  guess  ? 

Dr.  Derthick.  Dr.  Babbidge,  do  you  have  a guess  on  that? 

Dr.  Babbidge.  15,000  to  20,000  students. 

NUMBER  OF  SCHOOLS  PARTICIPATING  IN  LOAN  PROGRAM 

Mr.  Jonas.  How  many  colleges  and  universities  have  applied  ta 
participate  in  the  loan  program  ? 

Dr.  Derthick.  1,227. 

NUMBEK  WITHDRAWN 

Mr.  Jonas.  How  many  have  withdrawn  their  participation  or  in- 
terest in  participating  because  of  the  disclaimer  statement  ? 

Dr.  Babbidge.  Perhaps  six  or  eight.  F our  have  actually  withdrawn., 

Mr.  Jonas.  What  are  the  institutions  which  have  withdrawn? 

Dr.  Babbidge.  The  institutions  are  Reed  College  in  Oregon; 
Goucher  College,  Maryland;  Antioch  College,  Ohio;  and  an  Ohio 
college  the  name  of  which  escapes  me  at  the  moment. 

Mr.  Bow.  Could  it  have  been  Worchester,  in  my  District? 

Dr.  Babbidge.  No,  sir;  not  any  of  those,  Mr.  Bow.  The  fourth  was 
Wilmington  College,  Ohio. 

Mr.  Jonas.  Have  you  had  any  substantial  number  of  other  institu- 
tions which  have  indicated  they  would  withdraw? 

Dr.  Babbidge.  Three  colleges  indicated  to  us  that  they  would  not 
apply,  and  four  have  indicated  that  they  have  withdrawn  for  this 
reason.  ^ 

Mr.  J ONAS.  So,  that  would  be  7 out  of  1,227  ? 

Dr.  Babbidge.  Yes,  sir ; well,  out  of  1,900  eligible  institutions. 

Mr.  J ONAS.  Many  have  not  indicated  any  interest  for  reasons  which 
they  did  not  give  ? 

Dr.  Babbidge.  Some  have  refrained  from  applying,  but  have  not 
indicated  to  us  why. 

OBLIGATION  OF  RECIPIENTS  OF  FELLOWSHIPS  TO  TEACH 

Mr.  Jonas.  I would  like  to  refer  just  a minute  and  very  briefly  to 
the  first  comment  made  by  Mr.  Bow  about  the  fellowships : The  only 
way  I can  justify  m my  own  mind  voting  public  funds  to  award  fel- 
lowships to  a limited  number  of  individuals  in  the  United  States 
would  be  on  the  basis  that  we  need  that  increased  and  improved 
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Train in^  for  utilization  in  our  public  schools  and  in  our  school 
program. 

Now,  wliat  objection  would  there  be  to  putting  these  fellowships  on 
the  basis  of  a contract  and  requiring  the  beneficiaries  to  teach  for  a 
cortaiiT  number  of  years?  I understand  you  do  not  want  to  do  it,  but 
you  have  not  said  why  you  object  to  it. 

Dr.  Baiuudge.  If  I may  answer  in  part,  Mr.  Jonas,  I think  most  in- 
stitutions would  feel  that  if  a man  or  woman  teaching  under  contract 
when  he  or  she  did  not  really  want  to  be  teaching  probably  would  not 
make  a very  effective  teacher.  I think  that  is  essentially  the  objection 
that  would  be  posed  by  the  employer  of  such  a teacher.  If  they  really 
want  to  teach,  they  will  be  good  teachers,  and  they  will  go  into 
teaching. 

^Ir.  Kelly.  I might  say  one  thing  about  some  programs  last  year 
in  the  Department.  We  have  carried  on  some  training  in  connection 
with  vocational  rehabilitation  and  in  connection  with  the  public  health 
services  programs — a good  many  of  them — and  surveys  of  what  hap- 
pened to  the  people  trained  in  these  programs  have  shown  that  the 
great  preponderance  of  them  actually  engaged  in  the  public  programs 
even  though  they  were  not  under  any  contract  which  they  had  to  ful- 
fill as  a result  of  the  Federal  assistance  they  obtained. 

Mr.  Jonas.  That  analogy  is  not  even  close  in  my  judgment. 

When  you  train  a person  for  public  health  work,  his  activity  is  lim- 
ited, but  when  you  give  someone  training  in  a graduate  field  and  when 
he  receives  the  Ph.  D.  degree,  the  whole  wide  world  is  open  to  him. 

Mr.  Kelly.  But  a great  many  of  the  training  programs  we  have 
run  through  the  Public  Health  Service  have  been  with  respect  to 
medical  and  health-related  occupations  which  can  be  employed  in  pri- 
vate practice  in  a great  number  of  places,  and  yet  they  have  engaged 
in  teaching  and  research. 

Mr.  Jonas.  Well,  I will  not  extend  the  discussion,  but  it  does  seem 
to  me  that  we  could  with  propriety  require  that  the  people  who  are 
the  beneficiaries  of  the  grants  agree  to  contribute  their  increased 
knowledge  for  a certain  period  of  time  at  compensation,  of  course, 
to  improve  our  general  educational  system.  That  is  the  purpose  of 
the  program ; is  it  not  ? 

Dr.  Derthick.  We  have  felt  that  what  we  might  gain  by  such  a 
binding  contract  would  not  be  great. 

Mr.  Jonas.  You  are  not  alone.  The  National  Science  Foundation 
resists  that,  too,  but  I am  not  convinced  that  the  beneficiaries  of  the 
public’s  tax  dollars  should  not  make  a contribution  in  service  for  the 
improvement  of  our  country. 

Mr.  Thomas.  Mr.  Jonas,  before  you  leave  that  subject,  will  you 
yield  for  one  question  ? 

Mr.  Jonas.  I certainly  will. 

NON-COMMUNIST  OATH 

Mr.  Thomas.  I cannot  find  it  in  the  justifications  under  either  sub- 
ject matter,  but  do  you  have  a non- Communist  oath  required  in  both 
programs — the  loan  program  and  the  fellowship  program  ? 

Dr.  Babbidge.  Yes,  we  do. 

Mr.  Thomas.  And  was  that  what  you  had  reference  to  where  you 
had  seven  colleges  which  refused  to  go  along  with  it  ? 
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Mr.  Jonas.  No,  sir ; I referred  to  the  loan  program. 

Mr.  Thomas.  Have  you  had  any  withdrawals  on  account  of  your 
non-Communist  oath  iJeing  applied  to  either  program? 

Dr.  Derthick.  Four  colleges  have  withdrawn ; yes. 

Dr.  Babbidge.  That  is  for  the  loan  program. 

Dr.  Derthick.  And  three  colleges  indicated  they  would  not  partici- 
pate because  of  that. 

Mr.  Jonas.  Have  any  applicants  for  fellowships  raised  this  ques- 
tion ? 

Dr.  Derthick.  Not  that  I know  of. 

Mr.  Thomas.  The  withdrawals  were  by  the  colleges  and  not  the 
applicants  themselves  ? 

Dr.  Derthick.  Yes,  sir ; that  is  right. 

Mr.  Jonas.  F our  colleges  ? 

Mr.  Thomas.  What  about  the  students  ? 

Dr.  Babbidge.  In  virtually  every  instance  the  college  indicated  that 
it  would  itself  set  up  a loan  fund  with  funds  very  similar  to  the 
Federal  program. 

Mr.  Thomas.  To  take  care  of  the  students  who  did  not  want  to 
take  it  ? 

Dr.  Babbidge.  Apparently  so. 

Mr.  Jonas.  I thought  they  could  not  set  up  these  loans.  Where  are 
they  getting  the  money  ? I thought  that  was  why  we  were  going  into 
the  program. 

Dr.  Derthick.  These  are  small  loan  programs,  and  are  not  anything 
on  this  scale. 

Mr.  Bow.  Mr.  Chairman,  may  I further  comment  ? 

Mr.  Thomas.  Surely. 

Mr.  Bow.  The  gentleman  from  Massachusetts,  Mr.  Boland,  raised 
the  question  about  why  there  were  no  funds  here  for  these  impacted 
areas.  I am  interested  in  that  also  because  throughout  Ohio  and 
other  places  I have  heard  from  them  and  the  needs  they  have,  although 
I have  never  been  a great  supporter  of  the  program,  and  I am  just 
wondering  whether  the  fact  that  those  people  did  not  ask  for  any 
money  could  have  anything  to  do  with  the  possibility  of  trying  to 
enlist  additional  volunteers  in  the  army  for  Federal  aid  to  education? 

Dr.  Derthick.  I am  sure  that  thought  was  not  on  anybody’s  mind. 

Mr.  Bow.  You  are  sure  of  that? 

Dr.  Derthick.  Yes,  sir. 

Mr.  Boland.  I want  to  say  that  I think  the  Office  of  Education  has 
done  a terrific  job,  laboring  under  the  burden  it  has  with  these  pro- 
grams, and  I think  the  program  of  college  loans  and  grants — one 
that  was  thrust  into  your  lap  at  a very  late  stage — and  the  rapidity 
with  which  the  Office  has  entered  into  it  and  the  job  it  has  done  be- 
speaks a good  staff,  and  a dedicated  one,  to  have  come  through  in  such 
a short  period  of  time  with  the  tremendous  projects  which  you  have. 

Dr.  Derthick.  You  do  not  know  how  much  I appreciate  that.  I 
refrained  from  saying  anything  about  it,  but  there  has  not  been  a 
weekend  or  night  that  the  typewriters  and  the  people  have  not  been 
working.  They  felt  deeply  the  responsibility. 

Mr.  Thomas.  Dr.  Derthick,  with  reference  to  your  program,  Mr. 
Jensen,  who  is  not  present  at  the  moment,  has  some  questions  which 
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he  would  like  to  direct  to  you.  Would  you  please  wait  until  he  comes 
in? 

Dr.  Derthick.  Yes,  sir. 

Mr.  Thomas.  We  appreciate  that. 

FEDERAL  CONTROL  OF  EDUCATION 

Mr.  Jensen.  Mr.  Commissioner,  I was  quite  interested  in  the  an- 
swers which  you  gave  our  good  chairman  about  the  need  for  these  ex^ 
penditures  for  certain  educational  purposes. 

Will  you  agree.  Dr.  Derthick,  that  the  primary  purpose  of  educa- 
tion is  to  teach  people  to  govern  themselves? 

Dr.  Derthick.  Yes,  sir. 

Mr.  Jensen.  You  will  agree  with  that? 

Dr.  Derthick.  That  that  is  the  primary  purpose ; yes. 

Mr.  Jensen.  Since  that  is  the  primary  purpose  of  education,  why 
should  we  not  leave  the  government  of  the  people  as  close  to  home 
as  possible,  since  we  are  the  best  educated  Nation  in  the  world? 
Should  we  not  be  quite  careful  about  letting  our  educational  system 
get  under  the  control  of  a centralized  power  ? 

Dr.  Derthick.  I believe  thoroughly  in  having  the  control  at  the 
State  and  local  level.  I believe  that  is  where  we  have  it.  I think 
that  is  where  we  are  going  to  keep  it. 

Mr.  Jensen.  We  Keep  inching  a little  closer  to  Federal  control 
and  when  this  Congress  appropriates  money  for  educational  purposes, 
for  roads,  for  homes,  or  for  anything  else,  we  put  certain  controls  on 
that. 

We  tell  the  people  that  are  going  to  benefit  from  these  laws  and 
appropriations  that  they  must  do  this,  that,  and  the  other  thing,  in 
order  to  qualify,  do  we  not  ? 

Dr.  Derthick.  Let  me  tell  you  that  as  a local  district  school  super- 
intendent of  a system  which  had  substantial  Federal-aid  progTams  in 
vocational  education,  I was  never  conscious  of  the  Federal  Govern- 
ment. My  dealings  were  all  with  the  State. 

Mr.  Jensen.  At  that  time,  of  course,  we  had  not  embarked  upon 
too  much  centralized  government. 

Dr.  Derthick.  That  was  just  2 years  ago  that  I left  that  position. 

Mr.  Jensen.  I must  say  that  your  experience  is  quite  exceptional. 

I think  it  was  4 years  ago  when  the  Atomic  Energy  Commission  was 
complaining  about  the  dearth  of  scientists  that  we  had  in  this  country 
and  they  were  complaining  about  the  fact  that  schools  and  colleges 
were  not  giving  courses  in  the  sciences  sufficiently  to  keep  enough 
young  people  interested  in  all  these  sciences  in  this  scientific  age. 

I asked  them  this  question:  “What  are  you  doing  about  it?” 

Of  course,  their  answer  was,  in  short,  “Nothing.” 

They  did  not  know  they  could  do  anything  about  it. 

I said,  “Couldn’t  you  write  all  the  superintendents  of  schools  and 
give  them  a little  encouragement  to  ask  their  pupils  on  the  first  day 
of  school  or  college  to  take  an  interest  in  the  scientific  studies?”  To 
make  a long  story  short,  they  said,  “Yes,  we  can  do  that,”  and  they 
did  that  and  you  would  be  surprised  to  know  how  many  students 
from  high  schools,  universities,  took  it  to  heart  and  began  taking 
courses  in  the  sciences. 
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It  didn’t  cost  the  taxpayers  of  America  one  red  dime. 

They  are  today  studying  and  they  have  expanded  that  program  no 
end. 

I am  inclined  to  think  that  we  are  just  trying  to  do  too  much  for  a 
certain  group  of  students,  trying  to  give  them  too  much  F ederal  aid, 
to  the  point  where  maybe  they  will  finally  say  to  mother  and  dad,  “I 
don’t  owe  you  anything  for  my  higher  education,  but  to  somebody 
down  in  Washington.” 

That  will  be  a bad  day  for  America. 

Dr.  DEETmcK.  You  are  referring  at  the  moment  to  the  loan  pro- 
gram? 

Mr.  Jensen.  Yes,  to  some  degree,  although  I am  glad  that  the  Con- 
gress saw  fit  to  knock  out  these  grants  which  you  requested. 

I believe  it  was  you? 

Dr.  Dekthick.  Yes,  we  did,  scholarships.  Of  course,  these  students 
will  be  dealing  with  their  own  institutions  and  they  will  be  assuming 
an  obligation  they  have  to  pay  back  for  their  own  education. 

Mr.  Jensen.  When  they  canont  pay  it  back  I suppose  we  will  just 
mark  it  off  ? 

Dr.  Derthick.  The  record  in  past  loan  programs  has  been  very 
good. 

There  have  been  very,  very  few  failures  to  pay  back.  Students 
have  proven  to  be  an  excellent  risk. 

Mr.  J ENSEN.  I do  not  think  we  have  hurt  too  much  up  to  the  present 
time,  but  certainly  I do  not  want  to  let  his  thing  go  to  its  ultimate 
end  and  wake  up  some  fine  day  and  find  that  our  educational  system 
is  under  Government  control  completley,  as  has  happened  in  most 
every  nation  where  Federal  aid  was  started  or  where  the  educational 
system  year  by  year  gets  a little  more  and  more  under  control  of  the 
Government,  and  finally  the  Government  runs  the  show  and  the  local 
people  depend  completely  upon  the  Government. 

Dr.  Derthick.  We  believe  the  way  the  program  is  administered 
and  the  way  it  is  designed,  the  control  and  responsibility  are  put  at 
the  State  and  local  level. 

Mr.  Jensen.  A number  of  years  ago,  about  10  years  ago,  a super- 
intendent of  my  county  wrote  me  and  asked  me  to  support  a certain 
bill  of  Federal  aid  to  education. 

She  said,  “I  am  doing  this  because  there  is  no  Federal  control  in  this 
bill.” 

I took  the  bill  and  underlined  in  red  pencil  portions  showing  where 
there  was  Federal  control.  There  were  either  36  or  37  places  in  that 
bill  where  there  was  Federal  control. 

I wrote  back  to  her  and  sent  a copy  of  the  bill  and  said,  “Now,  are 
you  ready  to  take  a good  look  at  this?  Think  through  it  and  then 
write  me  a letter  and  tell  me  whether  you  want  this  kind  of  law  to 
pass  or  not.” 

She  wrote  back  and  said,  “You  will  never  hear  another  word  from 
me.  I didn’t  realize  this.  My  State  association  said  there  was  no 
Federal  control  in  this  bill  and  here  you  show  me  36  or  37  places 
where  there  is  Federal  control.” 

This  Congress  would  not  dare  to  appropriate  all  of  this  money 
unless  we  had  certain  strings  on  it.  We  cannot  let  this  thing  get  out 
of  hand.  We  are  going  to  put  strings  on  it  when  we  appropriate 
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money.  They  are  going  to  have  to  abide  by  certain  Federal  rules  and 
l eiridal  ions  and  dictates  from  a centralized  Government. 

I (h)  not  care  what  we  appropriate  money  for,  it  is  our  responsi- 
bility to  see  tliat  that  money  is  spent  according  to  the  rules  and  regu- 
lations we  lay  down. 

'^'ou  just  let  that  go  on  a while  and  see  where  we  end  up.  So  much 
foi*  that. 

You  talked  about  the  need  for  Federal  appropriations  to  schools 
in  Tennessee? 

T)i’.  T)i:irniicK.  Yes,  sir. 

Mr.  Jensex.  Let  me  tell  you,  my  friend,  my  secretary  who  just 
left  me  after  17  years  of  seiwice  with  me,  lived  in  Tennessee.  Any- 
way, he  left  my  district  and  went  down  and  bought  a little  summer 
resort.  It  included  a log  cabin  building  24  by  40,  a fine  little  log 
cabin.  In  that  cabin  he  had  a general  store  and  a restaurant  pretty 
well  equipped  and  stocked.  In  addition  he  had  three  cabins  to  rent 
out  on  the  river. 

What  do  you  suppose  his  annual  tax  was  on  that  property  as  well 
as  8 acres  of  land?  He  paid  every  year  $4.75  of  real  estate  tax. 
$4.75. 

If  you  would  like  to  have  me  get  the  tax  receipts  I will  get  them 
for  you. 

He  carried  them  around  in  his  pocket  and  every  time  someone 
talked  about  the  need  for  Federal  aid  to  schools  in  Tennessee,  he 
pulled  this  out  and  showed  this  tax  receipt. 

The  people  in  Tennessee  would  pay  that.  That  must  be  a fair 
example. 

Dr.  Derthick.  I think  this  is  a fairly  isolated  example.  I have 
lived  in  Tennessee  most  of  my  life  and  I never  heard  of  another 
example  like  that. 

Mr.  Jensen.  His  power  bill  is  subsidized,  too.  That  was  almost 
nil  and  you  and  I pay  a big  share  of  that,  his  electric  power  bill. 

If  the  people  I have  the  honor  to  represent  in  Congress  ever  said 
to  me  that  they  could  not  afford  to  educate  their  children,  I would 
n ot  be  very  proud  of  them  and  I would  tell  them  so. 

That  is  all,  Mr.  Chairman. 

Mr.  Thomas.  Thank  you  very  much,  gentlemen. 
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Monday,  March  2,  1959. 
Public  Health  Service 

WITNESSES 

DR.  DAVID  E.  PRICE,  CHIEF,  BUREAU  OF  STATE  SERVICES 
DR.  JAMES  K.  SHAFER,  CHIEF,  DIVISION  OF  GENERAL  HEALTH 
SERVICES 

STEPHEN  J.  ACKERMAN,  FINANCIAL  MANAGEMENT  OFFICER, 
BUREAU  OF  STATE  SERVICES,  PUBLIC  HEALTH  SERVICE 
DR.  ARTHUR  S.  FLEMMING,  SECRETARY  OF  HEALTH,  EDUCATION, 
AND  WELFARE 

JAMES  F.  KELLY,  DEPARTMENT  BUDGET  OFFICER 

Assistance  to  States,  General 


Program  and  financing 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de- 
crease (— ) 

Program  by  activities: 

1.  Grants: 

(а)  To  States  for  general  health 

(б)  For  public  health  training _ 

(c)  To  schools  of  public  health 

2.  Dkect  operations: 

(а)  Technical  assistance  to  States 

(б)  Vital  statistics  _ - . 

$15, 000, 000 
2, 000, 000 

2,  227,  900 
1,  620, 100 
150,  400 

1, 153,  800 
855, 100 
373,  800 
115,  900 
-300, 000 

$15, 000,  000 
2,000,  000 
500, 000 

2, 227,  900 
1,  620, 100 
150,  400 

1, 153,  800 
855, 100 
373,  800 
115,  900 

+$500, 000 

(c)  International  health  activities 

(d)  Special  health  services: 

(1)  Health  of  the  aged  and  chronic  disease.. 

(2)  Occupational  health 

(3)  Accident  prevention . . . ...  . 

(e)  Administration  .... 

Supplemental  requh’ed  for  pay  increase  .. 

Total  obligations 

+300,000 

23, 197,  000 
-308,  000 

23,  997,  000 
-308,  000 

+800,  OOC" 

Financing:  Comparative  transfer  from  other  accounts..  ..  .. 
New  obligational  authority . ... 

22,  889,  000 

23,  689,  000 

+800,  000 
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Object  classification 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions, 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 


1959, 

presently 

available 


1959, 

revised 

estimate 


1959,  increase 
(-f ) or  de- 
crease (— ) 


744 

33 

721 

777 


744 

33 

721 

777 


Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel... 

03  Transportation  of  things 

04  Communication  services 

05  Kents  and  utility  services. 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies. 
Purchase  of  vital  records  transcripts. 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

13  Refimds.  awards,  and  indemnities 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Total  obligations 


$4, 745,  649 
196, 725 
34, 426 


4, 976, 800 
397,  500 
49, 900 
49,  700 

no,  800 

117, 100 
245,  000 
25.  200 
150. 000 

91. 200 
47,  500 

17, 215,  400 
700 

20. 200 

-300, 000 


23, 197,  000 


$4,  745, 649 
196,  725 
34, 426 


4, 976, 800 
397,  500 
49, 900 
49,  700 

no,  800 

117, 100 
245,  000 
25,  200 
150, 000 

91. 200 
47,  500 

17, 715, 400 
700 

20. 200 


23. 997. 000 


-f-$500, 000 


4-300, 000 
+800, 000 


Mr.  Thomas.  Gentlemen,  we  will  now  take  up  for  consideration  the 
supplemental  request  for  “Assistance  to  States,  general,”  Public  Health 
Service. 

We  are  delighted  to  have  with  us  at  this  time  Dr.  David  E.  Price, 
who  is  the  Chief  of  the  Bureau  of  State  Services. 

Dr.  Price,  do  you  have  a statement  which  you  would  like  to  pre- 
sent to  the  committee,  or  would  you  desire  to  summarize  it  ? 

GENERAL  STATEMENT 

Dr.  Price.  Mr.  Chairman,  I have  a short  statement  and  with  your 
permission  I will  read  it  in  its  entirety. 

Mr.  Chairman  and  members  of  the  committee,  this  supplemental 
appropriation  request  is  for  $800,000,  of  which  $500,000  is  to  be  used 
to  increase  and  strengthen  the  training  of  professional  public  health 
personnel  in  accredited  schools  of  public  health  and  $300,000  is  for 
the  increased  pay  costs  of  civil  service  personnel. 

Public  Law  85-544,  enacted  near  the  end  of  the  last  session  of  Con- 
gress, established  the  training  program  and  authorized  the  appropria- 
tion of  not  to  exceed  $1  million  for  each  of  the  fiscal  years  1959  and 
1960  for  making  grants  to  the  schools  of  public  health  for  this  purpose. 

There  are  in  the  United  States  11  accredited  schools  of  public  health. 
Five  of  these  schools  are  State-supported  institutions : University  of 
North  Carolina,  University  of  Michigan,  University  of  Minnesota, 
University  of  California,  and  University  of  Puerto  Kico.  The  re- 
maining six  are  private  institutions:  Harvard,  Yale,  Columbia,  Johns 
Hopkins,  University  of  Pittsburgh,  and  Tulane.  These  11  schools 
perform  a regional,  national,  and  even  international  public  health, 
training  service.  For  example,  approximately  75  percent  of  the  grad- 
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uates  of  these  schools  are  employed  in  geographical  areas  other  than 
the  State  in  which  the  school  they  attended  is  located.  In  addition,, 
these  schools  train  personnel  primarily  for  employment  in  official  and 
voluntary  health  agencies.  Over  90  percent  of  the  students  graduat- 
ing accept  employment  in  governmental  and  voluntary  health  agencies. 

The  training  services  provided  by  the  schools  of  public  health  are^ 
therefore,  a vitally  important  national  resource.  They  provide  the 
postgraduate  and  specialized  public  health  training  for  physicians, 
engineers,  health  educators,  biostatisticians,  and  many  of  the  nurses 
and  other  professional  and  technical  personnel  needed  to  staff  the 
preventive  health  services  conducted  through  State  and  local  health 
departments,  Federal  health  agencies,  voluntary  health  organizations, 
and  international  health  programs. 

A group  of  public  health  administrators  and  training  experts  called 
together  by  the  Surgeon  General  in  a National  Conference  on  Public 
Health  Training  last  July  concluded  that  a serious  deficiency  exists 
in  the  scope  and  volume  of  public  health  training.  The  conference 
found,  for  example,  that  there  are  over  2,500  vacancies  in  professional 
categories  in  official  public  health  agencies  alone  due  to  lack  of  trained 
personnel.  In  addition,  the  conference  found  that  over  20,000  pro- 
fessional personnel  now  employed  in  public  health  agencies  in  the 
United  States  lack  the  formal  graduate  or  specialized  public  health 
training  needed  to  provide  for  the  people  the  most  effective  public 
health  protection.  Beyond  these  evidences  of  current  need  for  ac- 
celerating and  strengthening  public  health  training  operations,  there 
exist  also  the  needs  for  expansion  of  training  to  meet  the  personnel 
needs  for  future  population  increases,  for  new  health  programs,  and 
for  implementing  ruture  research  discoveries.  These  factors  high- 
light the  importance  of  funds  requested  in  this  supplemental  appro- 
priation for  increasing  the  capabilities  of  these  11  schools  of  public 
health  to  meet  more  adequately  the  public  health  training  needs  of 
the  Nation. 

More  than  two-thirds  of  the  students  attending  the  schools  of 
public  health  are  sponsored  by  Federal,  State,  local,  and  international 
government  agencies.  This  sponsorship  usually  includes  payment 
by  these  agencies  of  the  students’  tuition  and  of  a stipend  for  the 
students’  living  expenses.  The  tuition  paid  to  the  schools  covers  only 
an  average  of  11  percent  of  the  basic  teaching  costs  of  the  schools. 
For  the  academic  year  1957-58  the  difference  between  tuition  received 
and  the  teaching  costs  for  Government-sponsored  students  is  reported 
to  have  exceeded  $3  million.  In  recognition  of  this  factor,  the  legis- 
lation which  authorizes  the  program  of  grants  for  training  in  schools 
of  public  health  provides  that  in  the  allocation  of  appropriated  funds 
to  the  schools,  primary  consideration  shall  be  given  to  the  number 
of  federally  sponsored  students  attending  each  school. 

The  funds  requested  in  this  supplemental  appropriation,  even 
though  available  to  the  schools  late  in  the  fiscal  year,  will  enable 
them  to  initiate  programs  for  strengthening  and  improving  their 
public  health  training  services  at  the  earliest  possible  date.  This 
will,  in  addition,  facilitate  their  completion  of  plans  for  maximum 
operations  in  fiscal  year  1960,  for  which  year  $1  million  is  included 
in  the  President’s  budget. 
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The  scliools  liave  advised  us  that  during  fiscal  year  1959  these 
funds  will  be  used  for  such  activities  as: 

1.  Employment  of  new  faculty  in  such  fields  as  public  health  admin- 
istration,  sanitary  science,  radiobiology,  air  pollution,  and  occupa- 
tional health. 

2.  Jhirchase  of  additional  laboratory  and  other  teaching  equipment. 

)h  Initiation  of  programs  of  short  courses,  seminars,  and  extension 

training  for  public  health  personnel  of  State  and  local  health 
agencies.  ' 

4.  Ilenovation  of  space  for  additional  classrooms,  laboratories,  and 
offices. 

5.  Strengthening  library  facilities  in  the  schools. 

Increased  pay  costs  for  civil  service  personnel  were  authorized  in 
Public  Law  85-462,  approved  June  20,  1958.  The  request  of  $300,000 
is  required  to  meet  these  increased  costs.  This  amount  cannot  be 
absorbed  since  it  was  necessary  for  this  appropriation  to  absorb  the 
increased  pay  costs  for  commissioned  officer  personnel. 

Moreover,  funds  are  being  obligated  as  planned  in  the  apportion- 
ment, the  apportionment  having  been  approved  on  a deficiency  basis. 
Because  it  is  so  late  in  the  year,  the  programs  financed  from  this 
appropriation  cannot  retrench  sufficiently  to  absorb  this  cost  by  attri- 
tion of  personnel.  Failure  to  obtain  the  full  amount  requested  will 
require  curtailment  of  operations  in  such  vital  programs  as  health 
of  the  aged  and  chronic  disease  and  accident  prevention. 

I shall  be  glad  to  answer  any  questions  you  may  have  concerning 
these  requests. 

JUSTIFICATION  OF  THE  ESTIMATE 

Mr.  Thomas.  We  will  insert  pages  5 and  6 of  the  justification  at 
this  point. 

( The  pages  referred  to  follow : ) 

Grants  to  Schools  of  Public  Health 

Public  Law  85-544  authorized  the  appropriation  of  not  to  exceed  $1  million 
for  each  of  the  fiscal  years  1959  and  1960  to  be  used  for  awarding  grants  to  ac- 
credited schools  of  public  health  to  provide  professional  training,  specialized 
consultative  services,  and  technical  assistance  in  the  field  of  public  health.  In 
fiscal  year  1959  a supplemental  request  for  $500,000  is  contemplated  for  initia- 
tion of  the  program. 

The  activities  of  the  11  schools  of  public  health  are  vitally  necessary  if  public 
health  programs  at  all  levels  of  government  are  not  to  be  seriously  curtailed 
for  want  of  an  adequate  supply  of  trained  public  health  personnel.  These  11 
schools,  in  their  training  activities,  perform  a regional,  national,  and  even 
international  service  which  is  directed  primarily  at  serving  the  needs  of  oflScial 
and  voluntary  health  programs.  Over  90  percent  of  the  students  in  these  schools, 
for  example,  accept  employment  in  governmental  and  voluntary  health  agencies. 
In  addition,  approximately  75  percent  of  the  graduates  are  employed  in  some 
geographical  area  other  than  the  State  in  which  the  school  they  attended  is 
located. 

More  than  two-thirds  of  the  students  attending  schools  of  public  health  are 
sponsored  by  Federal,  State,  local,  and  international  government  agencies.  The 
tuition  paid  to  the  schools  by  these  government  agencies  on  behalf  of  these 
students  covers  only  an  average  of  11  percent  of  the  basic  teaching  costs.  For 
the  academic  year  1957-58  this  difference  between  tuition  received  and  the 
teaching  costs  for  government-sponsored  students  amounted  to  more  than  $3 
million. 

Because  the  legislation  was  enacted  too  late  for  funds  to  be  included  in  the 
appropriation  requests  last  session,  a supplemental  appropriation  of  $500,000  is 
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proposed  for  inclusion  in  the  first  fiscal  year  1959  supplemental  appropriation  this 
session.  These  funds,  even  though  they  would  not  be  available  until  the  latter 
part  of  the  fiscal  year,  would  enable  the  schools  to  start  the  expansion  and 
improvement  of  their  training  programs  during  1959  and  to  be  in  a position  of 
readiness  for  maximum  operation  during  the  entire  1960  fiscal  year.  Specifically 
the  schools  would  use  the  1959  funds  to — 

1.  Employ  staff  for  the  last  few  months  of  fiscal  year  1959. 

2.  Set  up  and  conduct  field  training  and  seminar  programs  during  the  re- 
mainder of  fiscal  year  1959. 

3.  Acquire  new  teaching  equipment  and  supplies. 

4.  Firm  up  plans  for  expanded  operations  during  fiscal  year  1960. 

INCREASED  PAY  COSTS 

This  supplemental  estimate  includes,  also  $300,000  for  increased  pay  costs  fof 
civil  service  personnel,  authorized  under  Public  Law  85-462,  approved  June  20, 
, 1958.  This  cost  cannot  be  absorbed  since  it  has  been  necessary  to  absorb  the 
increased  pay  costs  in  fiscal  year  1959  of  $156,000  for  commissioned  ofiicers  and 
-$3,000  for  postage. 

The  direct  obligations  through  December  31  are  $3,086,314,  leaving  a balance 
of  $2,802,086  available  for  the  last  half  of  the  year,  or  $283,678  less  than  the 
present  operating  level. 

In  view  of  the  absorption  of  the  increased  pay  costs  of  commissioned  ofiicers 
and  of  penalty  mail  costs,  it  is  very  necessary  that  the  supplemental  estimate  of 
$300,000  for  pay  costs  be  approved.  Otherwise  it  will  be  necessary  in  the  last 
half  of  the  year  to  reduce  drastically  the  level  of  operations  in  all  of  the 
programs  financed  by  this  appropiration. 

Mr.  Thomas.  Dr.  Price,  you  are  requesting  two  items,  one  in  the 
amount  of  $500,000,  and  the  other  in  the  amomit  of  $300,000  ? 

Dr.  Price.  Yes,  sir. 

Mr.  Thomas.  The  sum  of  $500,000  is  requested  for  your  program  of 
^‘Grants  to  States  for  health,”  and  I have  a little  notation  made  up 
here  “new,”  and  not  a deficiency  program,  and  you  want  $300,000 
for  your  pay  act  increase. 

PAY  INCREASES 

What  is  the  full  amount  of  your  pay  act  ? 

Mr.  Kelly.  $488,300  of  which  we  are  asking  for  $300,000. 

Mr.  Thomas.  You  absorbed  $180,000? 

Mr.  Kelly.  $188,300. 

Mr.  Thomas.  Where  did  that  $188,000  come  from?  Did  it  come 
from  your  “Other  objects”  money  ? 

Mr.  Kelly.  Primarily,  delays  in  filling  positions. 

Mr.  Thomas.  How  many  appropriated  positions  do  you  have,  and 
what  is  the  number  unfilled  at  this  time? 

Mr.  Kelly.  696  were  provided  in  this  appropriation,  and  we  have 
an  average  employment  of  677. 

Mr.  Thomas.  696? 

Mr.  Kelly.  Yes,  and  the  average  employment  contemplated  was 
677.  The  employment  on  J anuary  31  was  671,  sir. 

Mr.  Thomas.  I am  not  talking  about  man-years.  I am  talking  about 
bodies.  How  many  bodies  ? 

Mr.  Kelly.  696. 

Mr.  Thomas.  696  jobs? 

Mr.  Kelly.  Yes,  sir,  and  671  employed  on  J anuary  31. 

Mr.  Thomas.  So,  you  have  vacancies  to  the  extent  of  about  25 
jobs? 

Mr.  Kelly.  Yes,  sir. 
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Mr.  T iioMAs.  Wliat  will  be  your  unexpended  balance  for  your  other 
objects? 

Mr.  K EiXY.  I think  with  the  exception  of  the  amount  which  was 
absorbed  the  pay  increase  will  occasion  us  to  utilize  all  of  the  remaining 
funds. 

^Ir.  Thomas.  You  are  telling  me  you  are  spending  your  other  ob- 
jects money  here  for  your  salaries?  How  much  of  your  other  objects 
money  was  used  to  absorb  the  pay  increase?  You  have  absorbed 
$188,000.  What  part  of  that  comes  from  other  objects  ? 

Mr.  Ackerman.  About  $115,000. 

Mr.  Thomas.  $115,000  has  come  from  the  other  objects  ? 

Mr.  Ackerman.  Yes,  sir. 

Mr.  Thomas.  Will  you  you  be  able  to  absorb  any  more  than  $115, OOd 
from  other  objects  ? 

Mr.  Ackerman.  No,  sir;  we  estimated  it  down  as  close  as  we  could 
get. 

Mr.  Thomas.  Dr.  Price,  I want  to  compliment  you  on  the  fine 
statement  which  you  have  made.  It  is  very  much  to  the  point,  and 
we  appreciate  it. 

grants  to  schools  of  public  health 

Will  you  please  tell  us  about  your  grants  to  States  here  for  your 
health  schools? 

What  do  you  think  about  it?  This  is  a new  program;  is  it  not? 

Dr.  Price.  This  is  a new  program  which  was  authorized  by  the 
85th  Congress.  It  was  authorized  for  a period  of  2 years  at  $1  million 
per  year. 

Mr.  Thomas.  Is  this  properly  a deficiency  item?  What  I mean. by 
that  is  this:  Would  it  hamstring  your  activities  if  we  wait  and  send 
this  over  to  the  committee  which  is  going  to  handle  your  regular  ap- 
propriation, Mr.  Forgarty’s  subcommittee? 

Dr.  Price,  I would  say  this : That  it  would  cause  a serious  delay  in 
bringing  about  the  objectives  of  this  legislation,  because  unless  the 
schools  have  funds  by  the  end  of  this  fiscal  year,  and  in  fact,  if  they 
are  required  to  wait  until  the  1960  funds  are  available  for  allocation, 
it  will  then  be  quite  too  late  to  obtain  additional  faculty  and  make 
provision  for  enriching  and  extending  the  activities  in  the  school  year 
which  will  begin  in  the  fall. 

If  they  are  enabled  to  have  funds  by  the  end  of  this  fiscal  year  they 
will  be  able  to  move  ahead  and  make  preparations  to  put  this  program 
into  effect. 

Mr.  Thomas.  Doctor,  let  me  read  this : 

Public  Law  85-544  authorized  the  appropriation  not  to  exceed  $1  million  for 
each  of  the  fiscal  years  1959  and  1960  to  be  used  for  awarding  grants  to  ac- 
credited schools  of  public  health  to  provide  professional  training,  specialized 
consultative  services,  and  technical  assistance  in  the  field  of  public  health. 

Is  this  college,  high  school,  or  what  ? 

Dr.  Price.  No;  these  are  graduate  schools  of  universities  which 
train  a variety  of  technical  specialists  for  public  health  work. 

Mr.  Thomas.  These  are  not  M.D.’s  or  dentists  ? 

Dr.  Price,  Many  of  these  are  physicians,  dentists,  nurses  at  an  ad- 
vanced stage  of  training ; others  are  nutritionists,  public  health  edu- 
cators, and  sanitary  engineers. 
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Mr  Thomas.  When  was  this  act  passed  ? 

Dr.  Price.  It  was  passed  in  J uly  of  1958. 

Mr.  Thomas.  You  have  here  the  activities  of  the  11  schools  of  public 
health.  Did  you  mention  11  ? 

Dr.  Price.  There  are  11 ; yes,  sir. 

NAMES  OF  PUBLIC  HEALTH  SCHOOLS 

Mr.  Thomas.  Will  you  please  insert  the  names  of  those  schools  in 
the  record  at  this  point  ? 

Dr.  Price.  The  University  of  California,  Columbia  University, 
Harvard,  Johns  Hopkins,  Michigan,  Minnesota,  North  Carolina,  Uni- 
versity of  Pittsburgh,  University  of  Puerto  Pico,  Tulane,  and  Yale. 

Five  of  these,  Mr.  Chairman,  are  State  schools  including  the  Uni- 
versity of  Puerto  Kico. 

The  others  are  schools  established 

Mr.  Thomas.  Now,  Dr.  Price,  enumerate  or  detail  again  the  subject 
matter  and  the  course  content.  What  is  it  ? 

This  is  all  graduate  work.  Name  them  again.  You  mentioned  them 
a while  ago. 

Dr.  Price.  This  comprises  graduate  training  for  physicians,  den- 
tists, nurses,  public  health  educators,  sanitary  engineers,  nutritionists, 
and  statisticians  in  the  field  of  public  health  as  well  as  epidemiologists 
and  laboratory  workers. 

Mr.  Thomas.  How  is  this  money  spent?  How  much  per  person? 

How  many  students  are  going  to  take  advantage  of  it?  You  see, 
you  do  not  give  us  very  much  to  stick  our  teeth  into  here  in  this  justi- 
fication ; do  you  ? 

Dr.  Price.  This  fund  is  to  be  divided  among  the  11  schools  on  2 
factors : One  of  them  is  that  one-third  of  the  money  will  be  given  to 
the  schools  on  an  equal  basis.  Each  will  get  one-eleventh  of  one-third 
of  the  funds 

Mr.  Thomas.  Is  that  administrative  cost,  now  ? 

Dr.  Price.  May  I answer  your  first  question?  The  remainder 
will  be 

Mr.  Thomas.  Don’t  let  me  interrupt  you,  Doctor.  You  go  ahead. 

Dr.  Price.  The  remainder  will  be  allocated  on  the  basis  of  the  num- 
ber of  federally  sponsored  students  which  they  have  in  training.  Now, 
the  funds  will  go  for  a variety  of  purposes.  They  will  be  used  to 
provide  operating  costs  to  enable  them  to  expand  and  enrich  their 
curriculum,  and  provide  additional  faculty  and  extend  some  of  their 
training  activities  to  public  health  personnel  who  are  located  in  the 
field,  but  who  are  not  enrolled  full  time  at  the  university. 

Mr.  Thomas.  In  what  you  have  said  so  far  I did  not  find  too  much. 
I believe  you  said  in  your  justification  that  there  were  11  schools  in- 
volved, and  the  sum  of  $500,000.  You  also  state  one-third  of  the 
money  will  go  equally  to  each  of  the  11  schools.  You  have  10  or  11 
courses  that  would  be  taught  at  each  school. 

How  many  students  are  going  to  each  school  and  how  long  will 
they  go  ? 

Dr.  Shafer.  The  total  number  of  students  during  the  past  school 
year  waS;  approximately  1,200  students.  About  two-thirds  of  those 
are  sponsored  by  Federal,  State,  and  local  governments.  About  600 
of  them  are  sponsored  by  the  Federal  Government  itself. 
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Many  of  these  schools 


TiroAFAS.  "Well,  was  the  Department  paying  any  part  of  the 
<)\  (‘ih(*ji(l  cost  of  these  11  schools  before  this  program  came  into  effect? 

I )i\  Pric’e.  I would  say  that  it  is  not. 
l.av(* 

Mr.  T iro:\rAs.  For  what  are  you  requesting  the  $500,000?  One- 
tliird  of  it  is  for  administrative  costs.  For  what  is  the  other  two- 
t birds? 

Mr.  Kfj.ly.  'File  one-third  is  not  for  administrative  costs.  This  was 
f]!C  metliod  for  distributing,  or  the  formula  for  distributing  it  among 
1 1 scliools. 

Mr.  Tj  lOMAS.  lam  just  about  to  jump  out  of  my  seat  in  an  effort  to 
find  out  what  that  one-third  is.  Will  someone  tell  me  right  quick? 

T)r.  Price.  The  entire  amount  is  for  the  same  purpose  which  is  to 
enable  the  schools  to  extend  and  enlarge  their  curriculum.  It  is  for 
tlie  expenses  of  additional  members  of  faculty  for  teaching,  and  so 
forth. 

Mr.  Thomas.  For  all  practical  purposes  the  $500,000  goes  to  the  11 
universities  for  administrative  costs,  or  for  whatever  purpose  they 
see  fit  to  spend  it,  and  no  part  goes  to  the  students?  How  many 
students  are  going  to  the  11  Federal  schools  and  how  many  to  private 
scliools? 

Dr.  Shafer.  Approximately  800  of  the  1,200  students  currently 
in  the  schools  of  public  health  are  federally  sponsored. 

Mr.  Thomas.  What  do  you  mean  “federally  sponsored”  ? 

Dr.  Shafer.  They  are  in  school  on  the  basis  of  stipends  paid  either 
through  a public  health  training  program  administered  by  the  Fed- 
eral Government,  or  they  have  been  put  in  school  by  State  or  local 
governmental  agencies. 

Mr.  Thomas.  I will  repeat  my  question.  Before  the  advent  of  this 
item  was  the  Federal  Government  making  any  contributions  to  these 
11  public  health  schools  ? 

Dr.  Shafer.  It  has,  through  title  I of  our  traineeship  act  which  was 
Public  Law  911  passed  in  1956,  been  supporting  students  in  these 
schools  of  public  health  for  the  past  2 years.  We  are  currently  in  the 
thiixl  yvear  of  operation  of  that  program.  But  the  support  there  is  to 
the  cost  of  the  tuition  of  these  people  and  the  living  expenses  of  the 
students. 

Mr.  Thomas.  This  act  takes  care  of  the  school  ? 

Dr.  Shafer.  This  act  helps  make  up  the  deficit  that  the  schools 
incur. 

Mr.  Thomas.  That  is  right,  and  this  other  is  to  take  care  of  the 
students. 

Dr.  Shafer.  Yes. 

Mr.  Thomas.  Do  you  not  think  we  better  send  this  over  to  Mr. 
Fogarty’s  committee  ? This  is  a program  of  first  impressions.  Would 
it  hamstring  you  to  send  it  to  that  committee  ? 

Dr.  Flemming.  Could  I make  a comment  on  that  ? I think,  in  re- 
sponse to  your  question  the  act  itself  makes  it  very  clear  what  it  is. 
It  is  to  enable  the  Surgeon  General  to  make  grants-in-aid  to  these 
schools  under  such  terms  and  conditions  as  he  might  prescribe. 

In  response  to  your  question,  the  law  that  was  passed  by  the  Con- 
gress said  it  would  be  applicable  only  to  the  fiscal  years  beginning 
July  1, 1958,  and  July  1, 1959. 

Mr.  Thomas.  A 2-year  program  ? 
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Dr.  Fleoviming.  Just  a 2-year  program. 

Mr.  Thomas.  Is  there  anything  urgent  about  it  that  you  cannot  take- 
up  next  week  with  the  regular  subcommittee  that  handles  these 
matters  ? 

Dr.  Flemming.  That  would  be  effective  only  for  the  fiscal  year  be- 
ginning July  1,  1959,  and  would  rule  out  this  present  fiscal  year. 

Mr.  Thomas.  They  have  a very  sharp  pencil  over  there.  They  can 
write  almost  anything  they  want.  You  will  not  find  any  stronger 
committee  than  Mr.  F ogarty ’s  committee. 

Dr.  Flemming.  Mr.  Chairman,  as  I understand  it,  this  act  was 
passed  by  the  Congress  as  a frank  recognition  of  the  fact  that  these  11 
schools  should  get  Federal  support. 

Mr.  Rooney.  This  program  was  engendered  by  reason  of  the  fact 
that  most  of  the  graduates  of  these  11  schools  go  into  Government  f 
is  that  right  ? 

Dr.  Price.  That  is  correct. 

Mr.  Rooney.  Not  only  the  Federal  Government,  but  State  govern- 
ments and  municipal  governments  ? 

Dr.  Price.  Yes. 

Mr.  Rooney.  And  there  is  a great  dearth  of  equipped  people  in  this 
field ; is  that  correct  ? 

Dr.  Price.  That  is  correct. 

Mr.  Rooney.  That  is  all. 

Mr.  Boland.  And  the  failure  to  provide  any  money  in  this  supple- 
mental would  mean  the  program  would  be  delayed.  Since  the  pas- 
sage of  the  act  these  schools  have  been  sort  of  readying  themselves  in 
expectation  that  this  money  would  be  forthcoming.  I presume  these 
schools  have  been  interviewing  teaching  personnel  required.  You 
will  just  have  to  put  this  off  an  additional  6 months  or  so  until  the 
regular  committee  will  appropriate  whatever  it  might  in  the  fiscal 
year  1960  budget.  This  just  gives  you  an  opportunity  to  get  the  pro- 
gram started  6 to  8 months  ahead  of  time  ? 

Dr.  Price.  Yes. 

Mr.  Boland.  How  long  would  it  take  these  health  schools  to  get 
started  if  there  were  no  money  in  this  supplemental  ? 

Dr.  Price.  In  my  judgment  it  would  probably  not  be  until  about  a 
year  from  now  that  they  would  get  the  full  effect  of  this.  Their  best 
opportunity  for  recruitment  occurs  in  the  spring.  If  they  wait  until 
the  summer  months  most  of  the  available  teaching  personnel  will  have 
already  become  committed  for  that  year  and  they  will  be  faced  with 
the  problem  of  waiting  until  approximately  this  time  next  year  before 
they  will  have  their  best  opportunity  to  find  people  they  need. 

Mr.  Boland.  These  schools  say  they  need  the  money  because  there 
is  a definite  deficiency  between  what  the  graduate  student  pays  and 
what  it  actually  costs  to  train  them  in  these  particular  fields. 

Dr.  Price.  The  actual  cost  in  this  particular  field  is  particularly 
great  in  comparison  with  other  types  of  graduate  schools.  Many  uni- 
versity presidents  have  attested  to  that.  The  tuition  charges  are  esti- 
mated to  cover  only  approximately  11  percent  of  the  actual  cost  of 
the  operation  of  these  schools,  so  there  is  a substantial  subsidy  from 
the  university  in  most  instances,  to  cover  the  high  cost  of  this  type  of 
training. 
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Mr.  Thoimas.  Will  you  please  get  for  the  record  just  how  this 
$500,000  is  going  to  be  spent  by  each  one  of  these  institutions?  Give 
us  a yardstick.  We  have  no  information  whatsoever. 

Mr.  Roi^nd.  What  is  the  breakdown  of  the  expenditure  of  the 
$500,000?  What  does  the  University  of  North  Carolina  get,  for  in- 
stance ? It  is  the  first  one  mentioned. 


ALLOCATION  OF  FUNDS  TO  SCHOOLS 

Dr.  Price.  We  would  like  to  insert  this  table  in  the  record,  which 
sliows,  for  example,  that  for  the  University  of  North  Carolina  there 
are  T9  federally  sponsored  students,  which  constitutes  12  percent  of 
all  the  federally  sponsored  students.  On  this  basis  North  Carolina 
would  get  a total  of  $57,000. 

(The  table  referred  to  follows :) 

Tentative  allocations,  fiscal  year  ending  June  30,  1959 — $500,000  in  grants  to  schools 
of  public  health  for  the  provision  of  public  health  training  {Public  Law  85—544, 
85th  Cong.) 


Number  of 
federally 
sponsored 
students 

Percent  of 
federally 
sponsored 
students 

% on 
basis  of 
federally 
sponsored 
students 

}i  equally 
divided 

Total  (ro 
neares 

1959 

unded  to 
t $100) 

1960 

California... 

79 

12.56 

41, 869 

15, 150 

57, 019 

114, 000 

Columbia 

24.5 

3. 89 

12, 967 

15, 150 

28, 117 

56,200 

Harvard 

51.  75 

8.23 

27, 435 

15, 150 

42, 585 

85, 100 

Johns  Hopkins.  

57 

9. 06 

30, 202 

15, 150 

45, 352 

90, 700 

Michigan.. 

105.2 

16.73 

55,  768 

15, 150 

70,  918 

142, 000 

Minnesota 

98.7 

15.69 

52, 303 

15, 150 

67, 453 

135, 000 

North  Carolina 

79 

12.56 

41,  869 

15, 150 

57, 019 

114, 000 

Pittsburgh 

39.5 

6.28 

20,  934 

15, 150 

36, 084 

72, 100 

Puerto  Rico  

39.4 

6.26 

20, 868 

15, 150 

36, 018 

72, 000 

Tulane 

34 

5.40 

18, 001 

15, 150 

33, 151 

66, 300 

Yale - 

21 

3. 34 

11, 134 

15, 150 

26,284 

62,600 

Total 

629. 05 

100. 00 

333, 350 

166, 650 

500, 000 

1,000,000 

Mr.  Boland.  So  that  the  amount  of  money  appropriated  for  these 
institutions  is  predicated  on  the  number  of  federally  sponsored  stu- 
dents that  attend  ? 

Dr.  Price.  That  is  correct.  That  is  one  of  the  factors  written  into 
the  law. 

Mr.  Boland.  This  is  a 2-year  program,  is  it  not  ? 

Dr.  Price.  Yes. 

PERMANENCY  OF  PROGRAM 

Mr.  Boland.  What  would  be  the  possibility  of  this  becoming  a 
permanent  program  ? There  is  nothing  as  permanent  as  a temporary 
job. 

Dr.  Price.  It  is  very  difficult  at  this  time  to  estimate  with  any  con- 
viction concerning  the  future  of  this. 

Mr.  Boland.  Will  the  law  operating  for  2 years  give  you  an  opera- 
tion that  will  take  care  of  our  needs  ? 

Dr.  Price.  The  answer  to  that  is  clearly  “No.”  I think  in  addition 
it  should  be  made  clear  that  this  program  is  not  of  such  a size  that 
it  comes  anywhere  near  meeting  the  financial  needs  of  the  schools.  It 
was  not  designed  to  eliminate  their  deficits.  It  was  designed  to  give 
them  a degree  of  assistance,  because  they  had  financial  needs,  toward 
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improving  their  teaching  and  extending  their  services.  They  have  had 
a considerable  challenge  thrown  to  tfcm  by  other  programs  of  the 
Federal  Government,  particularly  the  traineeship  programs  author- 
ized under  title  I of  the  Health  Amendments  Act  of  1956. 

At  the  present  time  our  department  and  the  administration  have 
under  consideration  the  question  of  the  extension  of  that  legislation 
which  the  President  has  indicated  would  be  dealt  with  separately. 
The  question,  I believe,  of  the  extension  of  this  program  will  be  con- 
sidered in  connection  with  that. 

Mr.  Boland.  Is  there  any  evidence  to  the  effect  that  the  deficiency 
which  these  schools  incur  will  necessitate  giving  these  courses  up,  or 
do  away  with  this  program  ? 

Dr.  Price.  There  have  been  one  or  two  universities  in  which  there 
has  been  serious  consideration  of  curtailing  training  in  public  health ; 
yes. 

Mr.  Boland.  That  is  all.  Thank  you. 

Mr.  Bow.  Following  up  what  Mr.  Rooney  touched  upon,  I would 
like  to  ask  a few  questions. 

SHORTAGE  OF  TRAINED  PUBLIC  HEALTH  PERSONNEL 

You  say  that  there  is  a shortage  of  trained  public  health  personnel 
over  the  United  States  ? 

Dr.  Price.  Yes. 

Mr.  Bow.  Do  you  know  that  in  1951  a study  showed  3,200  budgeted 
but  unfilled  positions  in  State  and  local  health  departments  ? 

Dr.  Price.  I know  that  there  have  ordinarily  been  many. 

Mr.  Bow.  And  in  1935  a study  showed  that  1,720  additional  public 
health  physicians  were  required  to  meet  minimum  standards  of  1 pub- 
lic health  physician  per  50,000  population  ? 

Mr.  Thomas.  We  are  in  the  wrong  business. 

Mr.  Bow.  Do  you  know  that  to  be  a fact  ? 

Dr.  Price.  I am  not  familiar  enough  with  the  figures  to  verify 
them. 

Mr.  Bow.  These  figures  are  to  be  found  in  the  report  of  the  National 
Conference  on  Public  Health  Training  of  July  28  and  30,  1958. 

It  says : 

Local  health  officer  positions  were  30  percent  vacant  last  year. 

Testimony  of  State  and  local  health  officers  at  the  hearing  on  January  29-30, 
1958,  confirmed  the  above  shortage  reports. 

Of  the  36,500  full-time  professional  employees  in  civilian  public  health  work, 
who  should  have  at  least  1 year  of  training,  67  percent,  20,800,  have  not  had  it. 
Only  6.4  percent  of  those  who  need  this  training  are  getting  it  each  year.  It 
would  take  16  years  at  the  present  rate  to  take  care  of  the  backlog,  without 
providing  for  the  replacements  or  new  programs. 

You  have  set  forth  in  the  record  the  schools  of  public  health  and 
there  are  11  of  them  in  the  Nation. 

The  gentleman  from  New  York  suggested  that  the  graduates  of 
these  health  schools  go  into  public  service.  The  record,  I believe, 
would  show  that  of  the  3,000  graduates  in  1950-55,  70  percent  went 
to  Federal,  State,  and  local  service,  22  percent  into  voluntary  health 
agencies,  and  8 percent  in  industrial  health  and  others.  The  schools 
are  not  regional.  They  train  personnel  for  services  in  all  the  States, 
Territories,  and  possessions  and  also  in  foreign  countries. 
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Tlie  1950-55  graduates  are  employed  25  percent  in  the  States  where 
they  attended  school,  50  percent  in  other  States,  and  25  percent  m 
foreign  countries. 

The  tuition  pay  is  only  11  percent  of  the  basic  teaching  budgets 
of  file  schools. 

Teaching  in  the  five  public  schools  is  supported  mostly  by  the  State 
funds  which  brings  us  down  to  the  fact  that  in  effect  the  States  and 
universities  which  support  the  schools  of  public  health  are  sub- 
sidizing public  health  training  for  the  entire  Nation. 

Do  you  agree  with  what  I have  said  ? 

Dr.  Price.  Yes. 

Mr.  Bow.  I hope  it  is  accurate. 

Mr.  Jonas.  My  distinguished  friend  from  Ohio  has  covered  the 
field  very  thoroughly. 

COST  OF  TRAINING 

I am  thoroughly  familiar  with  the  fine  work  the  University  of 
North  Carolina  has  done  with  its  public  health  school,  and  I also 
know  as  a fact  that  the  State  of  North  Carolina  is,  out  of  its  own 
funds,  bearing  the  cost  of  mantaining  that  school  and  that  the  tuition 
paid  by  the  students  does  not  even  begin  to  take  care  of  the  cost 
of  operating  it. 

Mr.  Thomas.  There  are  1,200  students  and  there  is  $500,000  here. 

Mr.  J ONAS.  This  appears  on  page  5 of  the  document  that  I have. 

Dr.  Shafer.  The  average  cost  of  tuition  is  $600  to  $800  per  student. 

Mr.  Jonas.  I have  a table  here  that  I think  will  show  that  clearly. 
It  is  on  page  5 and  shows  the  number  of  Government-sponsored  stu- 
dents for  the  school  year  1957-58  at  717.  The  cost  of  training  those 
students  was  $3,622,000,  or  $5,052  per  student.  The  tuition  amounted 
to  only  $495,000,  which  was  $691  per  student,  leaving  a deficit  of 
$3,127,000,  or  $4,361  per  student. 

Mr.  Thomas.  Am  I correct  here  in  that  we  are  giving  about  $45,000 
to  each  one  of  the  institutions?  There  is  no  information  whatsover 
in  the  justifications,  so  that  we  have  to  seek  the  statement  given  by 
our  distinguished  friend,  Mr.  Bow.  It  will  figure  out  about  110 
students  per  university  and  we  are  paying  about  $600  to  each  one 
of  the  students,  and  we  are  giving  to  each  one  of  the  universities 
$45,000  to  take  care  of  the  liO  students  each  year?  Is  that  about 
right  ? , 

Dr.  Price.  Yes.  There  is  a very  great  variation  among  these  11 
schools. 

Mr.  Thomas.  You  had  better  give  us  a little  more  definite  informa- 
tion. This  justification  is  practically  nil. 

Dr.  Price.  The  number  of  students  and  the  number  of  federally 
sponsored  students  are  shown  on  the  table  that  I have  inserted  in  the 
record. 

Mr.  Thomas.  The  only  one  who  has  given  us  any  information  is  our 
good  friend  Mr.  Bow.  I do  not  know  where  he  got  it. 

Mr.  Jonas.  May  I make  a further  comment?  I have  a copy  of  that 
statement.  It  was  furnished  me  by  three  gentlemen  who  called  at  my 
office  and  left  it.  One  of  the  gentlemen  represented  the  Association 
of  Schools  of  Public  Health,  and  I assume  similar  statements  were  left 
with  the  other  members  of  the  committee.  If  not,  I think  they  made 
a mistake  in  not  doing  it. 
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Mr.  Bow.  I think  that  Dr.  Crabtree,  of  the  University  of  Pitts- 
burgh, and  Dr.  Stebbins,  of  J ohns  Hopkins  School  of  Public  Health, 
talked  to  me. 

Mr.  Thomas.  And  they  are  no  minor  authorities,  either. 

Mr.  Bow.  I would  think  not.  I would  take  their  statements  on  face 
value. 

Mr.  Jonas.  And  Dr.  Leavell  of  the  Harvard  School  of  Public 
Health  was  on  that  list. 

Mr.  Thomas.  I believe  that  the  agency  depends  upon  those  uni- 
versities to  carry  the  ball. 

Mr.  Jonas.  There  is  a statement  in  the  summary  that  I think  will 
answer  the  question  of  the  chairman : 

The  amount  authorized,  $1  million,  is  less  than  one-third  of  the  difference  be- 
tween the  cost  of  the  schools  and  the  tuition  received  for  training  students. 

They  do  not  contend  that  this  approximately  $50,000  will  go  to  the 
institution  to  make  up  the  difference,  but  only  about  one-third  of  it, 
leaving  the  other  two-thirds  to  be  carried  by  the  institution.  The 
argument  is  advanced  that  State-supported  institutions  have  been  en- 
couraged to  establish  and  approve  these  public  health  schools  and 
are  training  public  health  officers  for  use  by  the  Federal  Government 
and  State  and  municipal  governments  throughout  the  country  on  a 
reasonable  basis,  and,  therefore,  they  feel  that  they  should  have  some 
help. 

Mr.  Thomas.  Has  this  program  been  cleared  with  the  Department 
of  Health,  Education,  and  Welfare  Subcommittee  on  Appropriations? 

Mr.  Kelly.  We  discussed  it  with  the  conunittee  when  we  were  over 
there  on  our  regular  budget,  but  we  have  not  gotten  into  it  in  our 
individual  items. 

Mr.  Thomas.  Will  they  have  any  opposition  to  it  ? 

Mr.  Kelly.  I do  not  believe  so. 

Mr.  J ONAS.  As  I understand  it,  the  Rhodes  Act  is  actually  an  amend- 
ment to  the  Public  Health  Grants  Act. 

Mr.  Shafer.  That  is  correct. 

Mr.  JcNAS.  This  is  in  effect  an  earmarking  of  $1  million  of  a $30 
million  authorization  for  this  particular  program  instead  of  being  a 
completely  new  one ; is  that  correct  ? 

Dr.  Price.  That  is  correct,  yes. 

Mr.  Thomas.  The  Surgeon  General  expressed  doubt  about  the  de- 
sirability of  this  program  a year  ago.  That  may  be  found  on  pages 
24  through  27  of  the  public  health  appropriation  hearing  on  the  1959 
budget. 
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Monday,  March  2,  1959. 

Construction  of  Indian  Health  Facilities 

WITNESSES 


DR.  JAMES  R.  SHAW,  CHIEF,  DIVISION  OF  INDIAN  HEALTH 
ACTIVITIES 

GEORGE  READ,  CHIEF,  CONSTRUCTION  BRANCH,  DIVISION  OF 
INDIAN  HEALTH  ACTIVITIES 


Program  and  financing 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(-1-)  or  de- 
crease (— ) 

iTogratn  by  activities: 

1.  Hospitals  and  clinics 

2.  Personnel  quarters 

$7, 627, 508 
817, 322 
2, 952, 041 
162,  904 

925, 225 

$9, 228, 308 
817, 322 
2, 952, 041 
162,  904 

925,  225 

-f$l,600,800 

3.  Alterations . 

4.  Other  plant  facilities ...  _ 

5.  Community  hospitals  serving  Indians  and  non-Indians 

pursuant  to  Public  Law  85-151.  __ 

Total  obligations . 

Financing: 

Unobligated  balance  brought  forward 

Unobligated  balance  carried  forward..  . ... 

Appropriation  (new  obligational  authority) 

12,  485, 000 

-10,127, 303 
1, 766, 303 

14, 085, 800 

-10, 127, 303 
2,  051,  503 

-1-1,600,800 

-t-285,200 

4, 124, 000 

6, 010, 000 

-H,  886, 000 

Ohject  classification 


1959, 

presently 

available 


PUBLIC  HEALTH  SERVICE 


1959, 

revised 

estimate 


1959,  increase 
(+)  or  de- 
crease (— ) 


Average  number  of  all  employees 

Number  of  emplo  ees  at  end  of  year 

01  Personal  services:  Positions  other  than  permanent. 

02  Travel 

03  Transportation  of  things 

05  Rents  and  utility  services 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Total,  Public  Health  Service 

ALLOCATION  TO  DEPARTMENT  OF  THE  INTERIOR 


1, 


17 

10 


17 

10 


$86,  780 
4,  200 
20,700 
200 

100,000 
108,  795 
75,000 
925,  225 
1,900 


$86, 780 
4,200 
20,  700 
200 

100, 000 
108,  795 
75, 000 
925,225 
1,900 


322,800  1, 


322,800 


Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services;  Positions  other  than  permanent 

02  Travel 

07  Other  contractual  services 

08  Supplies  and  materials 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions 

Total,  Department  of  the  Interior 

Total  obligations 


16 

20 


16  

20  


$141,  500 
29,400 
174, 100 
9,000 
10,  799,  !^0 
9, 000 

11, 162.  200 


$141,  500 
29,400 
174, 100 

9.000 
12.  400, 000 

9.000 


12,  763, 000 


-f-$l,  600,  800 


-fl,  600,  800 


12,485,000 


14, 085,  800 


-f  1,  600,  800 


Mr.  Thomas.  The  next  item  is  for  an  additional  amount  for  con- 
struction of  Indian  health  facilities,  $1,886,000. 

Dr.  Shaw.  Since  1955,  when  the  Government’s  Indian  health  pro- 
gram was  transferred  from  the  Bureau  of  Indian  iVffairs  to  the  Pub- 


611 


lie  Health  Service,  the  latter  has  been  responsible  for  providing  a full 
range  of  health  and  medical  services  for  some  385,000  Indians  and 
Alaska  natives.  To  safeguard  the  health  of  this  portion  of  our  popu- 
lation and  to  provide  the  medical  care  that  is  needed,  the  Public 
Health  Service  requires  extensive  facilities  in  locations  accessible  to 
its  Indian  and  Alaska  native  beneficiaries. 

Sells,  Ariz.,  on  the  Papago  Reservation,  is  one  of  several  locations 
at  which  a new  Indian  hospital  is  urgently  needed.  Plans  for  a 
50-bed  hospital  and  34  quarters  units  for  its  staff  are  being  developed 
for  this  location.  The  original  hospital  serving  the  population  of 
approximately  7,700  Papago  Indians  was  destroyed  by  lire,  leaving 
only  a temporary  arangement  to  care  for  the  population. 

To  serve  this  reservation  of  4,400  square  miles,  there  is  one  health 
station  at  Santa  Rosa  and  a small,  inadequate  health  center  at  Sells. 
There  is  no  hospital  near  the  reservation.  Patients  usually  must 
travel  great  distances  over  the  rough,  secondary  roads  on  the  reserva- 
tion to  one  of  tlie  two  health  facilities;  those  who  require  hospitaliza- 
tion then  must  be  transported  by  ambulance  about  60  miles  to  Tucson 
or  about  125  miles  to  the  Indian  Medical  Center  at  Phoenix.  Such 
transportation  is  sometimes  dangerous  for  the  patient,  and  is  costly 
and  time  consuming.  The  new  hospital  will  be  close  to  the  Indians  who 
will  use  it,  and  will  serve  an  area  in  which  disease  rates  are  ex- 
tremely high. 

An  appropriation  was  made  in  the  past  for  construction  of  a hos- 
pital at  Sells.  Subsequently,  development  of  an  adequate  and  safe 
water  supply  in  connection  with  the  hospital  proved  to  be  an  unex- 
pectedly difficult  engineering  problem,  and  caused  delay  in  the  project, 
Originally,  it  was  assumed  that  a suitable  water  supply  was  available 
through  the  Bureau  of  Indian  Affairs  Agency  in  the  vicinity  of  the 
hospital  site.  However,  a test  well  drilled  at  the  site  failed  to  produce 
an  adequate  flow.  Additional  test  wells  were  drilled  and  it  was  estab- 
lished that  an  adequate  and  safe  water  supply  is  available  for  the 
hospital  to  be  built  at  Sells.  Joint  development  of  a water  supply 
system  by  the  Public  Health  Service  and  Bureau  of  Indian  Affairs 
is  now  underway. 

The  sum  of  $244,419  is  available  from  previous  appropriations  for 
w^ater  exploration  and  development  costs,  and  for  development  of  all 
plans  and  specifications  for  the  hospital  and  the  34  associated  quarters 
units.  Because  of  higher  anticipated  construction  costs  than  origi- 
nally estimated,  the  balance  of  the  funds  appropriated  for  the  con- 
struction of  the  Sells  Hospital  was  reprogramed  to  supplement  the 
funds  available  for  the  construction  of  the  Shiprock,  Kotzebue,  and 
Gallup  Hospitals. 

Because  of  the  great  need  for  this  facility,  construction  should  be 
started  at  the  earliest  possible  date.  Schematic  drawings  of  the  hos- 
pital are  complete,  and  it  is  anticipated  that  final  working  drawings 
and  specifications  will  be  finished  by  early  ApTil  of  this  year.  Since 
bids  for  the  construction  of  the  hospital  will  be  invited  in  May,  a 
contract  could  be  awarded  the  following  month. 

To  proceed  with  construction  of  this  new  hospital  and  its  staff 
quarters,  the  Public  Health  Service  is  requesting  a supplemental 
appropriation  of  $1,886,000  in  1959. 
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JUSTIFICATION  OF  THE  ESTIMATE 

.\ri-.  'I'lioMAs.  We  will  insert  pages  4,  5,  and  6 of  the  justification 
at  this  point. 

(The  pages  referred  to  follow :) 

Pounds  of  .$1,886,000  are  requested  for  construction  of  a new  50-beU  general 
medical  and  surgical  hospital  (30,000  square  feet)  and  34  quarters  units  at 


Sells,  Ariz. 

Cost  estimate  and  financing 

Planning  and  water  development  costs $244,  419 

Hospital  and  equipment,  quarters  and  furnishings  (34  units) 1,886,000 

Total  estimated  project  cost 2, 130, 419 

Appropriated  ($250,000  in  19.56;  $860,000  in  1957) 1,110,000 

Reprogramed  to  the  Gallup,  Kotzebue,  and  Shiprock  Hospitals — 865,  581 

Funds  available  for  Sells  Hospital  through  1959 244,  419 

Required  in  1959 1,  886,  000 

Total  estimated  project  cost 2, 130, 419 


Funds  totaling  $1,110,000  were  appropriated  ($250,000  in  1956;  $860,000  in 
19.57)  for  the  construction  of  the  Sells  Hospital  and  34  quarters.  Delay  en- 
countered in  finding  an  adequate  water  supply,  unforeseen  at  the  time  the 
request  for  funds  was  made,  has  extended  the  planning  for  this  hospital. 
Because  of  higher  anticipated  construction  costs  than  originally  estimated, 
$865,581  appropriated  for  the  construction  of  the  Sells  Hospital  was  repro- 
gramed to  supplement  the  funds  available  for  the  construction  of  the  Shiprock, 
Kotzebue,  and  Gallup  Hospitals. 

The  sum  of  $244,419  has  been  reserved  for  water  exploration  and  development 
costs  and  to  complete  plans  and  specifications  for  the  Sells  Hospital  and  34 
quarters  units.  Originally  it  was  assumed  that  an  adequate  water  supply  was 
available  through  the  Bureau  of  Indian  Affairs  Agency  located  in  the  vicinity 
of  the  selected  Sells  Hospital  site.  A test  well  drilled  at  the  hospital  site  pro- 
duced an  inadequate  flow.  Subsequently,  another  test  well  drilled  at  a new  site 
indicated  that  adequate  water  is  available  within  a reasonable  distance  of  the 
new  Sells  Hospital  site.  Joint  development  of  a water  supply  system  from  this 
new  source  is  planned  with  the  Bureau  of  Indian  Affairs. 

The  original  Sells  Hospital  building,  serving  the  population  of  approximately 
7,700  Papago  Indians,  was  destroyed  by  fire  in  1947,  leaving  only  a temporary 
arrangement  to  care  for  the  population.  The  Papago  Reservation  covers  a vast 
isolated  area  without  adequate  facilities  to  meet  needs  of  the  Indians  on  this 
reservation.  At  the  present  time,  a health  station  at  Santa  Rosa  and  a small 
inadequate  health  center  at  Sells  are  the  principal  facilities  available.  Many 
patients  referred  for  hospitalization  are  transported  by  ambulance  61  miles  to 
Tucson,  Ariz.,  or  to  the  Phoenix  Medical  Center,  an  expensive  and  time-consum- 
ing operation  which  could  result  in  loss  of  life. 

On  the  basis  of  completion  of  the  schematic  drawings  and  a report  from  the 
Branch  of  Plant  Design  and  Construction,  Bureau  of  Indian  Affairs  (after  con- 
sultation with  the  private  architect-engineer),  it  is  anticipated  that  the  final 
working  drawings  and  specifications  will  be  submitted  by  the  architect-engineer 
by  April  9,  1959.  Issuance  of  bids  is  anticipated  shortly  thereafter  so  that  a 
contract  may  be  awarded  early  in  June,  not  later  than  the  15th.  Therefore, 
funds  of  $1,886,000,  in  addition  to  the  funds  of  $244,419  previously  available,  are 
requested  in  1959  in  order  to  construct  a 50-bed  hospital  with  facilities  for 
general  medical  and  surgical  care  and  34  quarters  units  required  to  provide 
housing  for  the  hospital  staff. 

Mr.  Thomas.  You  show  hospitals  and  clinics,  $1,600,000.  Then 
you  show  an  unoblis’ated  balance  brought  forward.  I do  not  know 
what  you  mean  by  that.  The  total  estimated  project  cost  is  $2,130,419. 
What  was  the  amount  appropriated  before? 

Dr.  Shaw.  $1,110,000. 
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Mr.  Thomas.  $250,000  was  appropriated  in  1956,  $860,000  in  1957, 
making  a total  of  $1,110,000,  and  you  want  how  much  now — $1,886,- 
000  ? That  would  make  the  total  project  cost  how  much  money  ? 

Dr.  Shaw.  $2,130,419. 


BREAKDOWN  OF  COSTS 

Mr.  Thomas.  That  is  50  beds.  What  do  you  have  for  quarters 
cost  ? 

Dr.  Shaw.  Quarters  cost,  $599,731  excluding  approaches  and  utili- 
ties; and  $78,600  for  the  furniture. 

Mr.  Thomas.  A bed  normally  costs  from  $20,000  to  $21,000  in  a 
good,  first-class  hospital.  You  know  that  is  pretty  expensive.  I 
multiplied  that  50  by  20  and  came  up  with  $1  million,  and  you  want 
$2,130,000.  How  much  does  that  figure  a bed?  That  is  a little  ex- 
pensive, is  it  not  ? 

Dr.  Shaw.  There  are  additional  costs  involved  here.  There  are 
water  development  costs  and 

Mr.  Thomas.  Water  development  costs  of  $244,419  and  quarter 
costs  are  how  much  ? 

Dr.  Shaw.  $722,805. 

Mr.  Thomas.  F or  34  quarters  ? 

Dr.  Shaw.  Thirty-four  sets  of  quarters. 

Mr.  Thomas.  How  much  is  that  a quarter  ? 

Mr.  Read.  $21,500  a unit. 

Mr.  Thomas.  How  big  are  the  units?  You  are  in  a town  of  about 
7,500.,.  You  have  the  Papago  Indian  Reservation. 

Dr.  Shaw.  This  is  desert  in  southern  Arizona  just  above  the  Mexi- 
can border.  The  7,500  population  is  scattered  over  the  Indian  reser- 
vation of  over  2 million  acres. 

Mr.  Thomas.  Thirty-four  quarter  units  at  $21,000.  Who  will  oc- 
cupy that? 

Dr.  Shaw.  The  employees  of  the  hospital,  the  doctors,  the  nurses, 
the  laboratory  technicians,  and  so  forth. 

Mr.  Thomas.  And  you  have  your  water  costs?  What  are  your 
quarters  costing  you  now  ? Give  the  lump  sum. 

Dr.  Shaw.  $722,000. 

Mr.  Thomas.  You  have  about  $966,000  here  over  and  above  your 
hospital,  and  your  hospital  cost  you  so  much.  This  is  almost  $22,500 
per  room. 

Dr.  Shaw.  This  is  not  the  usual  type  of  hospital. 

Mr.  Thomas.  What  is  unusual  about  it?  You  have  a high  and  dry 
climate  out  there  and  less  rainfall  to  deteriorate. 

Dr.  Shaw.  In  a community  when  they  get  a hospital  they  are  con- 
cerned primarily  with  the  care  of  the  patients  that  are  admitted  for 
treatment.  In  this  particular  situation,  as  in  all  of  our  smaller 
hospitals,  we  have  the  problem  of  providing  all  the  health  services 
that  the  community  requires,  including  outpatient  services  and  the 
public  health  preventive  services  of  all  types. 

Mr.  Thomas.  You  had  better  tell  us  something  about  this.  How 
much  is  your  equipment  in  here?  You  are  spending  $244,000  for 
water.  How  much  are  you  going  to  spend  for  the  building?  You 
may  not  be  spending  anything  for  the  building. 
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Dr.  SiiAW.  Perha])s  I can  help  you  by  running  down  the  itemized 
list  of  costs.  AV  ater  development  cost,  $166,577. 

Mr.  T 'iio:m.\s.  AA^here  are  you  getting  this? 

Dr.  Shaw.  It  is  not  in  the  book  except  as  part  of  other  costs. 

Mr.  Til  oAiAs.  It  might  be  helpful  if  you  gave  the  committee  a little 
of  that  information. 

Dr.  Si  I AW.  This  is  a breakdown.  The  sum  total  is  in  the  budget. 

Mr.  T iiOMAS.  The  sum  total  is? 

Dr.  SiiAw.  The  hospital  building  cost  and  the  garage,  $987,172. 

Mr.  T iiOMAs.  AA^hat  is  the  garage  for? 

Dr.  Sir  AW.  For  the  ambulance  and  Government  automobiles. 

Mr.  Thomas.  $982,000  for  the  building  ? 

Dr.  Shaw.  The  garage  wmuld  be  of  small  square  footage,  1,100 
square  feet.  Utilities,  $109,658. 

Mr.  Thomas.  In  addition  to  the  amount  for  water  ? 

Dr.  Shaw.  Yes.  This  is  a breakdown  of  the  total  cost  in  which  the 
$244,000  would  be  included. 

A]:>proach  work  for  the  roads,  walks,  gradings,  fencing,  and  so  on, 
$88,681.  Groups  2 and  3 hospital  equipment,  $100,000. 

Furnishings  for  the  34  sets  of  quarters,  $78,600. 

Mr.  Thomas.  F urnishings  cost  how  much  ? 

Dr.  Shaw.  $78,600. 

Mr.  Thomas.  $2,500  a quarter? 

Dr.  Shaw.  Yes. 

architect’s  fees 

Mr.  Boland.  AATiat  are  the  architect-engineering  fees  on  the  hos- 
pital ? 

Mr.  Bead.  $66,000  on  the  hospital  and  quarters. 

Mr.  Boland.  The  hospital  building  and  the  garage,  $987,172.  AVhat 
is  the  cost  of  the  quarters? 

Mr.  Bead.  The  total  cost  of  the  quarters  and  furnishings 

Mr.  Boland.  I do  not  want  the  furnishings  because  that  would  not 
be  included  in  the  architect’s  fees.  I want  to  know  what  the  cost  of 
the  hospital  building  is,  the  garage,  and  the  quarters. 

Mr.  Bead.  For  the  quarters  themselves  the  contract  cost  would  be 
somewhere  around  $600,000,  plus  the  cost  of  supervision  and  contract 
administration. 

Mr.  Boland.  And  the  total  architect’s  fee  on  the  construction  of 
the  hospital,  the  garage  and  the  quarters  comes  to  $66,000;  is  that 
right  ? 

Mr.  Bead.  $64,000  plus  an  estimate  of  $2,000  for  travel. 

Mr.  Boland.  Is  that  a lot  of  money  ? 

Mr.  Bead.  I would  say  not.  This  runs  somewhat  less  than  4i/^ 
percent.  I think  it  is  very  reasonable. 

Mr.  Boi^nd.  AAHiat  is  the  usual  fee,  6 to  8 percent  ? 

Mr.  Bead.  The  private  fee  would  be  anywhere  from  6 to  8 percent 
for  a hospital. 

Mr.  Boland.  The  reason  I asked  is  because  the  Interior  Department 
has  a school  building  being  built  somewhere  out  in  this  area  and  Mr. 
Kirwan,  who  is  not  here  this  afternoon,  but  who  is  chairman  of  that 
subcommittee,  indicated  that  the  architect’s  fees  were  tremendous  for 
the  buildings  being  built  for  these  schoolhouses,  and  I just  wanted  to 
check  to  find  out  what  the  fees  were  in  relation  to  the  kind  of  opera- 
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tion  we  have  here.  Four  and  a half  percent  seems  to  be  below  the 
average  ? 

Mr.  Jensen.  Dr.  Shaw,  I presume  this  is  about  the  10th  or  12th 
time  that  we  have  sat  across  the  table  from  each  other. 

Dr.  Shaw.  The  sixth.  I have  been  in  the  program  for  a total  of 
6 years. 

Mr.  Jensen.  I thought  it  was  longer  than  that. 

Dr.  Shaw  was  at  the  head  of  the  Health  Department  during  the 
time  that  the  health  of  the  Indians  was  under  the  jurisdiction  of  the 
Department  of  the  Interior  and  the  Indian  Service. 

I must  say  in  all  fairness  that  Dr.  Shaw  was  considered  by  our 
committee  as  a conservative — at  least  when  he  was  under  the  Depart- 
ment of  the  Interior. 

Dr.  Shaw.  Thank  you,  sir. 

Mr.  Jensen.  I hope  that  you  have  not  changed  your  attitude  on  that. 

Dr.  Shaw.  I have  not. 

Mr.  Jensen.  I was  interested  in  Avhat  Congressman  Boland  just 
talked  about,  the  architectural  fees. 

Many  of  us  on  this  side  of  the  table  cannot  quite  understand  why 
it  is  necessary  to  have  plans,  specifications  and  all  these  minute  de- 
tails drawn  for  every  Federal  building  irrespective  of  the  fact  that 
buildings  for  the  same  purpose  have  been  built  all  over  the  country, 
fine  buildings,  and  those  plans  and  specifications  and  details  are  on 
the  shelves  of  many  agencies  of  government.  We  cannot  quite  under- 
stand why  you  cannot  pull  those  plans  and  specifications  off  the 
shelves  and  use  them  in  the  building  of  such  hospitals  as  your  are 
proposing  to  build  now  for  the  Department  of  Health  for  the  Indians. 

Can  you  tell  me.  Dr.  Shaw,  why  it  is  necessary  to  start  from  scratch 
and  hire  an  architect  to  design  these  buildings  when  we  have  in  most 
every  department  of  government  the  designers  and  architects  and 
engineers?  Surely  some  of  them  are  qualified  to  possibly  change 
plans  just  a little  bit  to  suit  the  times.  I wish  that  you  would  tell  us 
Avhy  it  is  necessary  to  spend  all  this  money  for  architectural  fees. 

Dr.  Shaw.  I will  have  to  defer  to  Mr.  Bead,  my  expert  in  this  area, 
but  I would  like  to  say.  Congressman  J ensen,  as  you  well  remember, 
I am  sure,  in  a location  such  as  the  Papago  Indian  Reservation  we 
are  the  total  health  resource  available.  There  is  nothing  else  down 
there  so  that  our  operation  differs  from  the  usual  hospital  operation 
because  Ave  are  the  private  practitioners,  the  family  doctors,  the  health 
department,  the  laboratory,  the  X-ray.  service  and  the  hospital  all 
Avithin  one  facility. 

In  the  usual  community  you  Avould  have  your  private  practitioners. 

Mr.  Jensen.  We  are  not  talking  about  the  usual  community  now. 
We  are  talking  about  hospitals  that  have  already  been  constructed  in 
Indian  territory,  and  there  are  some  very  Avonderful  hospitals.  One 
of  them  is  in  Albuquerque,  N.  Mex.  I have  been  there. 

Dr.  Shaw.  Yes. 

Mr.  Jensen.  And  does  not  that  hospital  do  about  all  the  things  and 
render  all  the  serAuces  that  you  propose  to  do  in  this  particular  hos- 
pital for  which  you  are  asking  funds  now  ? 

Dr.  Shaw.  No,  sir.  That  is  a TB  sanatorium  and  w^e  would  be 
severely  limited  in  trying  to  deliver  general  medical  and  surgical 
care  within  it,  to  say  nothing  of  the  outpatient  and  preventive  health 
services. 
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ATr.  Jknsex.  Yes,  but  you  have  other  general  hospitals,  in  the 
1 ndian  Service ? 

Dr.  SiiAw.  Yes. 

M r. ,] ExsKN.  YHiat  is  wrong  with  them  ? 

I )r.  SiiAw.  Tliey  were  not  designed  for  the  particular  health  prob- 
lems that  ai‘e  present  on  the  Papago  Reservation  for  one  thing. 

Mr.  Je  xsEx.  Well,  I do  not  think  that  that  is  a very  good  argument, 
l)i‘.  Shaw.  If  you  do  need  additional  facilities,  you  certainly  do  not 
have  to  start  at  scratch  by  hiring  an  outside  architect  to  draw  the 
plans  and  specifications  for  a completely  new  building.  Certainly 
those  ])lans  could  be  revised  to  the  extent  necessary  by  adding  the 
additional  facilities  which  you  say  you  need. 

Why,  this  Government  of  ours  spends  millions  of  dollars  every  year 
just  for  plans  and  specifications.  It  is  unconscionable,  and  even 
though  we  have  in  Government  many  architects,  or  at  least  they  have 
been  schooled  in  architecture  and  designing  and  specifying  what  is 
needed  in  this  particular  field,  yet  we  go  out  and  employ  outside  archi- 
tects to  do  a job  which  is  certainly  not  a difficult  job.  Private  in  in- 
dustry does  not  do  it. 

Dr.  Shaw.  In  order  to  do  this  job  we  would  have  to  put  additional 
personnel  on  the  payrolls  in  order  to  draw  up  the  specifications  and 
plans  for  a project  of  this  type.  We  have  used  the  Bureau  of  Indian 
Affairs’  Branch  of  Plant,  Design,  and  Construction  in  Albuquerque 
for  this  particular  job. 

I would  like  to  ask  Mr.  Read  to  say  a word  on  the  use  of  plans  for 
projects  of  this  type  which  have  been  drawn  for  some  other  type  of 
operation,  even  though  it  may  be  of  the  same  size. 

Mr.  Read.  I might  point  out  in  connection  with  the  plans  for  the 
Sells  hospital  that  they  are  practically  completed  at  this  time.  I know 
that  that  does  not  answer  your  question.  But  we  do  not  have  a large 
staff  of  our  own.  As  Dr.  Shaw  has  said,  we  are  dependent  upon  the 
Branch  of  Plant,  Design,  and  Construction  of  the  Bureau  of  Indian 
Affairs  to  handle  our  architectural-engineering  work  for  us,  to  pro- 
duce the  plans  and  specifications,  to  negotiate  and  administer  AE 
contracts  to  receive  bids  and  award  the  construction  contracts,  and  to 
administer  the  construction  contracts.  It  is  the  policy  of  the  Bureau 
of  Indian  Affairs  to  let  architectural-engineering  contracts  for  design 
of  new  projects — and  on  most  of  their  new  construction  they  do  let 
contracts  for  the  architectural  design. 

Mr.  Jexsex.  All  right.  So  much  for  that.  I do  not  want  to  be- 
labor the  issue  because  we  have  a lot  of  people  to  listen  to.  But  I will 
venture  that  in  those  plans  and  specifications  they  call  for  special 
doors,  special  windows,  special  casings,  and  special  woodwork  of 
every  nature  that  will  cost  possibly  three  times  more  than  standard 
millwork,  and  the  standard  is  better  than  the  special. 

Now,  I hope  that  you  people  will  see  to  it  that  you  do  not  have  a lot 
of  special  millwork  in  the  building.  It  costs  more  to  paint,  more  to 
install,  and  the  maintenance  of  it  is  much  greater  than  the  standard 
stock.  You  are  no  different  from  the  rest  of  the  departments  of  the 
Government.  These  architects  that  design  for  the  Government  think 
that  they  have  to  build  a monument  to  themselves,  something  differ- 
ent than  was  ever  built  before  and  it  costs  so  much  more  than  a stand- 
ard design.  I do  not  care  whether  it  is  outside  design  or  inside  design. 


617 


They  insist  on  specifying  specials — something  that  has  never  been 
built  before. 

Mr.  Read.  Sir,  this  is  not  a monumental  building  in  any  sense.  It 
is  a very  simple  building.  Much  of  our  cost  is  in  utilities  and  water 
development.  The  site  of  this  hospital  is  60  miles  from  Tucson,  Ariz. 
It  is  out  on  the  desert  and  is  a brandnew  site  where  there  is  nothing 
available  for  us  to  use. 

Mr.  Jensen.  Nothing  for  you  to  use?  What  do  you  mean?  I 
know  that  you  do  not  make  your  own  millwork,  but  you  can  haul  stock 
mill  work  out  there,  just  as  easily  as  you  can  haul  special  work. 

Mr.  Read.  That  is  correct.  Millwork  in  this  job  will  be  standard 
for  hospitals. 

Mr.  Jensen.  I am  going  to  find  out.  I am  going  to  know.  It  is 
our  duty  to  know  because  if  there  ever  was  a waste  of  the  taxpayers’ 
dollars,  it  is  in  special  millwork  for  all  of  these  Federal  buildings. 

I can  tell  you  about  a building  that  was  designed  and  the  first  cost 
was  $1.6  million  and  then  I asked  the  General  Services  Administra- 
tion to  let  me  see  the  plans  and  specifications  and  they  did.  Every- 
thing in  it  was  special  and  I said,  “Cut  it  out.” 

They  built  that  building — and  they  are  building  it  now — the  same 
floor  space,  with  stock  equipment,  stock  doors,  stock  windows,  stock 
molding,  and  stock  of  every  kind  and  it  is  costing  $300,000  less. 

Mr.  Chairman,  you  wonder  why  I scream  about  these  special  designs. 
That  is  all. 

You  bet  that  I will  take  a good  look  at  those  plans. 

Mr.  Bow.  May  I ask  a question,  Mr.  Chairman  ? 

Mr.  Thomas.  Yes,  indeed. 

LIFE  EXPECTANCY  AND  TUBERCULOSIS  RATE 

Mr.  Bow.  Dr.  Shaw,  can  you  tell  us  what  the  present  life  expec- 
tancy of  a child  is,  born  on  a Papago  Reservation  ? 

Dr.  Shaw.  I have  it  here. 

Mr.  Bow.  Read  it  for  the  record. 

Dr.  Shaw.  The  average  age  at  time  of  death  is  39  for  the  U.S.  In- 
dian population  to  61  in  the  general  population. 

Mr.  Bow.  Is  that  taking  the  entire  Indian  population  into  consid- 
eration ? Are  you  referring  to  the  entire  Indian  population? 

Dr.  Shaw.  This  is  the  entire  Indian  population. 

Mr.  Bow.  Is  it  not  less  with  the  Papagos  ? 

Dr.  Shaw.  Yes,  sir. 

Mr.  Bow.  What  is  the  Papago  life  expectancy  ? 

Dr.  Shaw.  I do  not  have  that  with  me,  sir. 

Mr.  Bow.  Can  you  tell  me  in  the  Papago  Reservation  what  the  pres- 
ent rate  of  tuberculosis  is  ? 

Dr.  Shaw.  Not  specifically  for  the  Papago.  The  rate  of  tubercu- 
losis for  the  Indian  population  in  the  United  States  was  571.5  per 
100,000  in  1954,  the  last  year  before  the  transfer  to  the  U.S.  Public 
Health  Service.  This  has  declined  to  426.9  in  1957. 

Mr.  Bow.  What  is  it  for  the  others  in  the  population  ? 

Dr.  Shaw.  51.4. 

Mr.  Bow.  Would  you  obtain,  for  the  record,  answers  to  the  two  ques- 
tions I asked  on  the  life  expectancy  of  the  Indian  child  and  the  tuber- 
culosis rate  on  the  Papagos  Reservation  ? 
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Dr.  S H A w . Y(\s . sir. 

(Tlie  information  follows:) 

1.  Lifk  Expkctaax'y  of  Indian  Child  on  Pap  ago  Reservation 

B<Kanse  of  the  small  numbers  invoked,  and  a consequent  wide  variation 
.V(‘arly  in  the  number  of  reiKirted  deaths  in  various  age  groups,  a meaningful  life 
exp(‘(  tancy  figure  cannot  he  obtained  for  the  Papago  child.  Over  the  3-year 
p(‘riod  11155-57,  the  average  age  at  death  of  those  Papagos  whose  deaths  were 
rei>orted  was  33.  This  compares  with  an  average  age  at  death  of  39  for  the  total 
Iiidian  i>opulation  and  with  an  average  of  61  for  the  total  general  population  in 
the  United  States  in  1956. 

It  hough  there  are  indications  of  improvement  in  the  reporting  of  deaths 
outside  hospital  facilities,  there  is  still  evidence  that  some  deaths  unattended 
by  a physician  and  occurring  at  home — ^particularly  among  infants — are  not  re- 
ported. Complete  reporting  of  all  deaths  might  well  result  in  an  even  lower 
average  age  at  death  for  the  Papagos. 

The  following:  table  shows  the  number  of  reported  deaths,  by  age  group,  among 
the  Papagos  during  the  3-year  period  1955-57.  The  15  reported  deaths  among 
infants  in  1957  were  primarily  the  result  of  the  Asian  flu  epidemic  and  an  out- 
break of  infant  diarrhea. 


Age  group 

1955 

1956 

All  ages 

42 

33 

Ihuler  1 - 

12 

5 

lto4 - --  - - -- 

3 

2 

5 to  19 • 

2 

1 

20  to  44 

7 

8 

45  and  over  . 

17 

16 

Unknown  age - 

1 

1 

2.  Average  Tuberculosis  Rate  on  Papago  Reservation 


Reported  new  cases  of  tuberculosis  on  the  Papago  Reservation  from  1952 
through  1958  are  as  follows  : 


Year : 

1952. 

1953. 
1954 
1955. 


Number  of 
new  cases 

11 

18 

36 

43 


Number  of 

Year— Continued 

1956  27 

1957  -I 21 

1958  20 


For  the  3-year  period  1956-58,  the  incidence  rate  for  reported  new  cases  of 
tuberculosis  on  the  Papago  was  283  per  100,000  population,  compared  with  a 
rate  of  427  for  the  total  Indian  population  in  1957  and  a rate  of  51  for  the 
general  population  in  the  United  States  in  1957. 

It  is  believed  that,  despite  a more  active  tuberculosis  caseflnding  program  on 
the  Papago,  starting  in  1954,  the  incidence  rate  obtained  from  “reported”  cases 
is  considerably  below  that  which  would  be  obtained  if  all  cases  were  known. 
Incomplete  information  results  primarily  from  lack  of  adequate  facilities  for 
caseflnding,  diagnosis,  and  treatment;  and  the  transient  nature  of  the  popula- 
tion which  moves  on  and  off  the  reservation  in  pursuit  of  agricultural  activities. 
However,  the  Papago  community,  as  a whole,  has  come  to  recognize  the  value 
of  modern  medicine  and  is  responding  and  cooperating  more  and  niore  actively 
with  the  Indian  health  program.  Improvements  in  recorded  information  on 
tuberculosis  are  therefore  anticipated. 

Mr.  Bow.  I might  say  something  off  the  record. 

(Discussion  off'  the  record.) 

Mr.  Thomas.  Thank  you  very  much,  gentlemen. 
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Monday,  March  2,  1959. 
SOCIAL  SECURITY  ADMINISTRATION 
Bureau  of  Old  Age  and  Survivors'  Insurance 

WITNESSES 

VICTOR  CHRISTGAU,  DIRECTOR 
ROBERT  BALL,  DEPUTY  DIRECTOR 
JACK  FUTTERMAN,  EXECUTIVE  ASSISTANT 
MILDRED  TYSSOWSKI,  BUDGET  EXAMINER 

Limitation  on  Salaries  and  Expenses  (Trust  Fund) 


Program  and  financing^ 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

Program  by  activities: 

1.  Maintenance  of  earnings  accounts  

2.  Processing  OASI  claims 

3.  Maintenance  of  OASI  beneficiary  rolls 

4.  Processing  disability  claims  and  maintaining  benefi- 

ciary rolls - - - 

$23.  796,  857 
56,  423,  867 
25,  580,  235 

23,  561,  234 
3,  622,  998 
118, 600 
17,  322,  209 
-607, 311 
-11,295, 000 

$23,  796,  857 
64,  644,  092 
27,  585, 376 

34, 850,  298 
4, 084,  261 
118,  600 
18,  452,  516 
-607,  311 

$8,  220,  225 
2, 005, 141 

11,289,064 
461,  263 

5.  Hearings  and  appeals 

6.  Actuarial  services  _ 

7.  Administration,  

1, 130, 307 

8.  1959  program  obligated  in  1958 . . 

Supplemeiital  required  for  pay  increases . 

Total  obligations.. . 

11,  295,000 

138,  523.  689 
607, 311 

172, 924,  689 
607,  311 

34,  401, 000 

Financing: 

1959  appropriation  available  in  1958 

Total  of  trust  fund  limitation .. 

Total  of  trust  fund  limitation  consists  of: 

Appropriation  ...  . ...  . ..  ... 

139, 131, 000 

173,  532, 000 

34,401,000 

139, 131, 000 

139, 131, 000 
34, 401, 000 

Proposed  supplemental  appropriation...  

Appropriation  (adjusted) . . 

34, 401, 000 

139, 131, 000 

173,  532, 000 

34, 401, 000 
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Object  classification 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

Total  number  of  permanent  positions. 

Full  time  equivalent  of  all  other  positions 

AvernRe  number  of  all  positions 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other  payments  for  personal  services... .. 

Total  personal  services 

02  Travel-.  ....  .. 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services .. 

06  Printing  and  reproduction 

07  Other  contractual  services 

Advances  to  States 

22, 557 
56 

1 22, 195 
22, 173 

25, 104 
308 
2 24, 115 
25. 334 

2, 647 
252 
3 1, 920 
3, 161 

$110,  571,  575 
272,  827 
2,  687, 952 

$118,  378, 711 
1,  218, 148 
9,  334, 971 

$7,  807, 136 
945, 321 
6, 647,  019 

113,  532,  354 
2,  715,  578 
533,  812 
2,  261,  665 
10,  625,  538 
1,  446,  587 
979,  265 
8,  387,  040 
1, 248,  372 
874,  540 
7, 199,  468 
2,  771 
11,  699 
-11,295, 000 

128,  931,  830 
3, 190, 303 
816,  747 
2,  441, 320 
11, 344, 263 
1,  712,  842 
1,  078,  571 
12,  332,  014 
1,  427, 096 
1, 924, 934 
7,  676,  926 
2,  771 
45, 072 

15,  399,  476 
474,  725 
282, 935 
179, 655 
718,725 
266,  255 
99,306 
3,  944,  974 
178,  724 
1, 050, 394 
477,  458 

08  Supplies  and  materials _ 

09  Equipment 

11  Grants,  subsidies  and  contributions 

13  Refunds,  awards  and  indemnities 

16  Taxes  and  assessments 

Bupplemental  required  for  pay  increase 

33, 373 
11, 295, 000 

Total  obligations 

138, 523,  689 

172,  924,  689 

34,  401, 000 

1957  actual 

1958  actual 

1959  revised 
estimate 

Average  salaries  and  grades: 

General  schedule  grades: 

A vRragfi  salary  ..  

$4,308 

5.3 

$4, 432 
5.6 

$4, 984 
5.8 

A vRragft  grad  e _ 

1 Excludes  overtime  equivalent  of  262  man-years. 

2 Excludes  overtime  equivalent  of  1,257  man-years. 

3 Excludes  overtime  equivalent  of  995  man-years. 


Mr.  Thomas.  Turning  now  to  the  Social  Security  Administration, 
the  first  item  is  a request  for  an  increase  of  the  limitation  on  salaries 
and  expenses  for  the  Bureau  of  Old  Age  and  Survivors  Insurance. 

(The  proposed  language  is  as  follows :) 

Limitation  on  Salaries  and  Expenses  (Trust  Fund) 

The  amount  authorized  by  the  Department  of  Health,  Education,  and  Wel- 
fare Appropriation  Act,  1959,  and  the  Supplemental  Appropriation  Act,  1959, 
to  be  available  for  necessary  expenses  of  the  Bureau  of  Old-Age  and  Survivors 
Insurance,  to  be  derived  from  the  Federal  old-age  and  survivors  insurance  trust 
fund,  is  increased  from  “$139,131,000”  to  “$173,532,000”. 


GENERAL  STATEMENT 

Mr.  Thomas.  Do  you  have  a statement  for  the  record?  Perhaps 
you  would  like  to  briefly  summarize  it,  Mr.  Director. 

Mr.  Christgatj.  I have  a short  statement,  Mr.  Chairman. 

Mr.  Thomas.  Put  it  in  the  record  and  tell  us  what  you  have  on  your 
mind. 

Mr.  Christgau.  Thank  you  very  much,  Mr.  Chairman. 

(The  statement  follows :) 

Mr.  Chairman  and  members  of  the  committee,  I am  pleased  to  have  this  op- 
portunity to  appear  before  you  to  present  our  request  for  additional  funds  for 
fiscal  year  1959. 
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The  Bureau  is  requesting  $34,401,000  in  supplemental  funds — $11,295,000  of 
which  is  for  the  pay  raise,  and  $23,106,000  for  the  1958  amendments.  The  Social 
Security  Amendments  of  1958  raised  benefits  for  all  persons  on  the  rolls  and 
made  eligible  for  benefits  many  persons  who  previously  were  not  eligible  for 
benefits.  This  request  is  for  only  those  funds  necessary  to  process  the  extra 
claims  that  will  be  received  and  to  make  changes  in  the  benefit  rolls  to  convert 
monthly  benefit  amounts  to  the  new  scale  of  benefits,  plus  the  cost  of  the  pay 
increase  given  Federal  employees. 

THE  old-age,  survivors,  AND  DISABILITY  INSURANCE  PROGRAM 

The  old-age  and  survivors  insurance  program  was  established  by  title  II  of 
the  Social  Security  Act  of  1935.  Through  a series  of  amendments  to  the  act,  the 
program  now  provides  protection  to  workers  comprising  about  90  percent  of 
the  members  of  the  total  labor  force  and  their  families  against  the  loss  of 
earnings  because  of  old-age  disability  and  death.  The  program  is  financed 
by  the  contributions  of  employees,  employers,  and  the  self-employed  which  are 
deposited  in  the  Federal  old-age  and  survivors  insurance  trust  fund  and  the 
Federal  disability  insurance  trust  fund  established  by  the  Congress.  Both 
benefit  payments  and  the  costs  of  administering  the  program  come  out  of  the 
trust  funds. 

Unlike  the  moneys  needed  for  benefit  payments,  however,  the  money  available 
for  administering  the  program  is  subject  to  an  annual  limitation  established 
by  the  Congress.  Neither  the  benefit  payments  nor  the  administrative  costs 
are  charged  against  the  General  Fund  of  the  Treasury.  The  workload  the 
Bureau  must  handle  is  derived  from  the  nature  of  the  program  as  provided 
by  the  statute.  The  volume  of  work  received  in  any  year  is  not  subject  to 
control.  It  is  dictated  by  the  level  of  employment,  labor  mobility,  and  birth, 
marriage,  retirement,  disability,  and  death  rates. 

RECENT  LEGISLATIVE  CHANGES  IN  THE  PROGRAM 

In  recent  years  several  legislative  changes  have  been  made  that  have  served 
to  round  out  coverage  under  the  program  and  to  further  improve  it.  Important 
among  these  changes  were  the  addition  of  provisions  for  benefits  to  disabled 
individuals.  The  changes,  other  than  the  benefit  increases,  made  last  year  were 
primarily  in  the  disability  area. 

Starting  in  1954,  provision  was  made  to  protect  the  rights  of  disabled  persons 
by  freezing  their  earnings  records.  The  object  in  doing  so  was  to  prevent  a 
period  of  disability  from  causing  total  ineligibility  for  benefits  or  reduction  in 
the  benefit  amounts  to  which  such  individuals  w’ould  otherwise  be  entitled. 
In  1956  a program  providing  for  payment  of  disability  benefits  to  disabled 
persons  between  50  and  65  years  of  age  was  enacted.  The  changes  in  1958 
were  made  primarily  to  provide  more  equitable  requirements  for  entitlement 
under  the  already  established  disability  provisions  in  the  law  and  to  a lesser 
extent  under  the  old-age  and  survivors  provisions.  In  addition  the  amendments 
provided  for  the  payment  of  benefits  to  dependents  of  disability  beneficiaries. 

THE  1958  AMENDMENTS  TO  THE  SOCIAL  SECURITY  ACT 

The  features  of  the  1958  amendments  which  cause  additional  workloads  to 
be  received  in  fiscal  year  1959  are: 

Disability  program 

{a)  Payment  of  monthly  benefits  to  dependents  of  disabled  workers:  170,000 
claims. 

Under  previous  law,  dependents  of  disabled  beneficiaries,  unlike  dependents  of 
retired  beneficiaries,  were  not  eligible  for  dependents’  benefits.  The  1958 
amendments  made  the  dependents  of  disabled  individuals  eligible  for  benefits  for 
the  first  time.  About  24,000  claims  are  expected  from  disabled  children  over 
age  18  who  were  dependent  upon  the  beneficiaries. 

(&)  Modification  of  eligibility  requirements  for  the  disability  “freeze”  and 
monthly  disability  benefits  : 215,000  claims. 

The  1958  amendments  modified  the  work  requirements  for  both  monthly  dis- 
ability benefits  and  the  disability  freeze  so  as  to  make  it  easier  for  people  whose 
disabilities  have  a gradual  onset  to  qualify.  Under  the  amended  law,  a worker 
is  no  longer  required  to  have  had  6 quarters  of  coverage  out  of  the  13  calendar 
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<iu}n  t(*rs  l)pfore  he  Ix'caine  disabled.  The  requirement  for  a fully  insured  status 
(110  (luarters  of  coveraj?e  out  of  the  40  calendar  quarters  before  he  became  dis- 
abled) was  retained  in  the  amended  law.  This  change  made  substantial  num- 
b(*rs  of  disabled  i)ersons  who  could  not  meet  the  work  requirements  of  the  old 
law  immediately  eligible  for  benefits.  The  claims  filed  under  this  provision  (as 
w(‘ll  as  those  for  disabled  children  mentioned  in  (a)  above  and  in  the  following 
paragrai>b)  recpiire  a determination  as  to  the  existence  of  a disability  as  defined 
in  the  law  and  are  about  three  times  as  costly  as  other  types  of  claims. 

and  snrvivorit  insurance  pi'ogram 

('hanges  in  eligibility  requirements  for  dependents’  and  survivors’  benefits: 
1M,(M)()  claims. 

Ovei-  half  of  these  claims  are  from  dei>endent  parents  who  may  now  qualify 
for  benefits,  even  though  a widow  or  child  survives  the  deceased  worker.  Under 
the  old  law,  the  existen(;e  of  a widow  or  child  survivor  was  an  automatic  bar 
to  payment  of  parents’  benefits.  The  other  major  group  made  eligible  for 
benefits  through  changes  in  eligibility  requirements,  are  dependent  disabled 
childi-en  over  age  18.  It  is  expected  that  59,000  claims  from  these  disabled 
children  of  retired  or  deceased  workers  will  be  filed  in  fiscal  year  1959,  by 
reason  of  the  change  in  the  law  which  provides  that  the  same  presumption  of 
dependency  shall  apply  in  their  cases  as  applies  in  the  case  of  children  who 
are  under  age  18. 

Increane  in  henefit  rates 

The  amounts  of  monthly  benefits  were  increased  about  7 percent  for  all 
beneficiaries  beginning  January  1959.  We  completed  in  January  the  very  big 
job  of  changing  the  benefit  amounts  in  the  checks  for  12.8  million  persons  on 
the  benefit  rolls  to  reflect  the  increase.  Checks  in  the  new  larger  amounts  were 
received  by  all  beneficiaries  in  the  first  week  of  February. 

Plans  for  handling  the  added  loork 

Except  for  the  benefit  increase,  the  proviisons  of  the  1958  amendments  became 
effective  the  month  of  September  1958.  Because  the  effective  dates  were  early, 
there  was  a need  to  move  promptly  in  tooling  up  to  process  the  claims  of  these 
people,  most  of  whom  have  no  other  adequate  source  of  income.  Immediately 
after  enactment  of  the  amendments,  we  were  authorized  to  spend  on  a deficiency 
basis  so  that  we  could  add  and  train  staff.  Although  the  workloads  stemming 
from  the  amendments  supported  an  additional  staff  of  over  4,000  employees  for 
a 9-month  period,  this  request  reflects  the  Bureau’s'  plans  to  hire  about  3,000 
additional  employees.  The  remaining  manpower  needs  will  be  made  up  by  the 
use  of  overtime.  This  approach  was  taken  partly  because  of  inability  to  staff 
up  fast  enough  to  meet  the  workloads  at  hand,  and  partly  by  the  need  to  tie 
into  staffing  requirements  for  1960. 

I will  now  be  glad  to  answer  any  questions  you  may  have  on  our  request. 

REASON  FOR  PROPOSED  INCREASED  LIMITATION 

Mr.  Christgaii.  I might  start  out  by  pointing  out  that  our  request 
for  additional  money  is  prompted  primarily  by  amendments  Congress 
enacted  in  1958. 

Mr.  Thomas.  I have  it  in  the  back  of  my  mind.  Did  that  amend- 
ment entail  a 20  percent  increase  in  your  workload  ? 

Mr.  Christgaii.  That  is  right,  in  claims. 

That  amounts  to  $23,106,000  and  $11,295,000  to  defray  the  cost  of 
Public  Law  85^62,  the  pay  increase.  In  addition  to  those  two  items 
Ave  want  to  refer  later  to  an  item  for  an  addition  to  the  building  that 
is  being  contemplated  for  the  Bureau  in  Baltimore.  I imagine  that 
you  prefer  to  cover  these  two  items  first. 

Mr.  Thomas.  Cover  it  all. 

Do  you  have  to  have  that  space  over  there  ? How  many  more  people 
are  you  going  to  put  in  that  building  ? 

Mr.  Christgau.  We  originally  estimated,  at  the  end  of  1953,  there 
would  be  6,500  people.  Now  we  estimate  that  by  1960  we  will  have 
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about  8,200  people  located  there  and  that  increase  in  personnel  comes 
primarily  from  the  amendments  that  were  enacted  in  1954,  1956,  and 
1958  as  a result  of  the 

Mr.  Thomas.  I made  a little  note  in  that  connection  and  I remember 
the  note  I made  last  night  read  something  like  this : Everything  that 
the  Federal  Government  builds  is  too  small  before  it  is  completed. 

I hope  that  this  addition  is  big  enough  to  last  15  years. 

How  many  additional  people,  817  ? 

Mr.  Christgah.  8,200  as  compared  with  6,500  originally  estimated 
when  the  building  was  first  planned  in  1953. 

Mr.  Thomas.  How  many  people  ? 

Mr.  Christgau.  1,700. 

Mr.  Thomas.  Additional  people? 

Mr.  Christgah.  Yes,  sir. 

Mr.  Thomas.  I also  have  a little  figure  showing  that  it  is  $8  a square 
foot ; is  that  true?  For  165,000  square  feet,  you  are  looking  for  how 
much  money  to  build  it  with  ? 

Mr.  Christgau.  $4,670,000. 

Mr.  Kelly.  We  have  a part  of  that  within  the  limitation  of  the 
original  building,  Mr.  Chairman,  and  we  are  only  asking  for  the 
difi'erence  of  $1,210,000. 

Mr.  Thomas.  How  much  are  you  spending  per  square  foot  for  this 
165,000  ? My  figure  is  $8,  is  that  right  ? 

Mr.  Christgau.  $28,  Mr.  Chairman,  per  usable  square  foot  (net) . 

(Note. — $19.50  per  gross  foot. ) 

Mr.  Tho]vias.  A square  foot  ? 

Mr.  Christgau.  Yes,  sir. 

Mr.  Thomas.  I must  have  lost  the  two  in  the  figure.  I had  $8. 

You  are  not  spending  $28  a square  foot  on  this  building,  are  you? 

Perhaps  we  will  go  into  that  later.  Let  us  take  up  the  other  items 
first. 

Does  that  complete  your  statement  ? 

Mr.  Christgau.  That  gives  us  a quick  overall  summary. 

Mr.  Thomas.  That  is  a good  statement.  As  a matter  of  fact,  that 
is  the  best  one  we  have  had  today.  That  is  the  shortest. 

Mr.  Christgau.  Thank  you.  I am  noted  for  brevity. 

Mr.  Thomas.  You  liit  the  nail  right  on  the  head. 

This  is  the  amoimt  authorized  by  the  Department  of  HEW  supple- 
mental act  to  be  available  for  necessary  expenses  for  the  Bureau  of 
Old  Age  and  Survivors’  Insurance  to  be  derived  from  the  Federal 
old  age  and  survivors’  insurance  fund  and  it  increased  from  $139,131,- 
000  to  $173,532,000,  wliich  is  an  increase  of  $34,401,000 ; correct  ? 

Mr.  Christgau.  Correct. 

Mr.  Thomas.  This  is  not  an  appropriation  but  an  increase  in  the 
limitation  on  the  fund ; correct  ? 

Mr.  Christgau.  That  is  right. 

Mr.  Thomas.  You  say  that  this  arises  by  virtue  of  an  increase  of  em- 
ployment and  duties  imposed  on  you  by  legislation  passed  mainly 
last  year  ? 

Mr.  Christgau.  That  is  correct.  You  may  recall  the  legislation 
was  passed  during  the  closing  hours  of  the  last  session. 
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INCREASE  IN  PERSONNEL 

Mr.  T iioMAS.  You  have  22,557  employees  now  and  you  want  an  in- 
crease of  2,547,  which  gives  you  a total  of  25,104;  is  that  correct? 

Mr.  Bali..  AVe  now  have  on  duty  pretty  nearly  25,000,  the  22,000 
figure  referred  to  is  the  number  financed  by  the  regular  appropriation. 
AV(‘  liii  ve  been  o[>erating  on  a deficiency  basis. 

Mr.  T IIOMAS.  IIow  many  unfilled  jobs  do  you  have  now  ? 

Ml*.  Ball.  Including  the  supplemental  we  have  before  you,  and  the 
regular  appropriation,  we  are  a little  over  300  jobs  sort  of  the  number 
we  are  scheduled  to  have  at  the  end  of  this  fiscal  year. 

OTHER  OBJECTS 

Mr.  T HOMAS.  Your  other  items  which  go  to  make  up  your  salaries 
and  expenses  item  here  of  $34,401,000  and  then  you  have  equipment; 
what  is  that  equipment  for?  It  shows  an  amount  of  $1,050,394. 

Mr.  Ball.  Mr.  Chairman,  that  equipment  is  directly  related  to  the 
new  ])eople  being  put  on.  That  covers  desks  and  other  equipment  they 
need  to  work  with. 

Mr.  Thomas.  All  right. 

Your  figure  of  34-odd  million  dollars  is  for  personal  services;  travel 
is  $474,000. 

These  are  all  increases. 

Then  you  have  $282,000  for  transportation  of  things;  $179,000  for 
communication  services. 

That  is  a lot  of  communicating,  is  it  not?  That  gives  you  a total  of 
$2,441,000. 

How  much  of  that  is  penalty  mail  ? 

Kents  and  utilities  have  gone  up  $718,725.  That  is  not  for  office  rent 
because  you  have  your  own  building  ? 

Mr.  Ball.  No,  sir;  these  are  rents,  Mr.  Chairman — rents  for  space 
all  around  the  country — most  of  these  people  who  are  being  hired  work 
in  our  district  offices  throughout  the  country  servicing  beneficiaries. 
The  additional  rents  and  utilities  services  represent  in  part  an  addi- 
tional allowance  for  more  space  to  house  those  people  and  for  rental  of 
electric  accounting  machines  to  process  workloads. 

DISTRICT  OFFICES 

Mr.  Thomas.  How  many  district  offices  do  you  have  and  where  are 
they  located  and  what  part  of  your  25,000  people  work  there  ? 

Mr.  Ball.  About  one-half  of  them ; a little  less  than  half. 

Mr.  Thomas.  AA^here  are  they  located  ? 

Mr.  Ball.  They  are  located  in  every  major  and  middle-sized  city  in 
the  country ; 584  offices. 

Mr.  Thomas.  584,  I understand.  You  really  go  to  the  people  and 
give  them  service?  It  is  a matter  that  where  a man  is  entitled  to  a 
check  he  does  not  want  to  wait  60  or  90  days. 

Mr.  Ball.  They  come  into  those  offices  to  file  their  applications. 

DISBURSING  ACTIVITY 

Mr.  Thomas.  AATiere  is  the  disbursing  done,  all  in  the  District  or  in 
the  Baltimore  office? 
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Mr.  Ball.  The  actual  disbursing  is  done  through  the  Treasury 
Department  but  our  certification  of  the  amounts  due  go  through  seven 
payment  centers  that  review  these  claims  after  they  are  taken  in  the 
district  office. 

Mr.  Thomas.  Where  are  they  located  ? 

Mr.  Ball.  Baltimore,  Philadelphia,  Chicago,  Birmingham,  San 
Francisco,  Kansas  City,  and  New  York. 

Mr.  Thomas.  How  much  do  you  pay  the  Treasury  for  its  services 

rendered  ? 

Mr.  Ball.  They  make  a charge  against  the  trust  fund  for  this  dis- 
bursing activity  and  also  for  the  collection  of  contributions  under 
the  program. 

They  collect  the  taxes  as  well  as  make  disbursements. 

Mr.  Thomas.  Do  you  have  the  figures  for  the  last  year  charged  by 
the  Treasury  ? 

Mr.  Ball.  Perhaps  we  can  supply  that  for  the  record. 

Mr.  Thomas.  Do  you  have  an  approximate  idea?  Is  it  all  done 
through  mechanized  equipment  ? 

Mr.  Ball.  Something  in  the  order  of  $35  million  or  $40  million. 

Mr.  Thomas.  How  many  checks  are  handled  a year  ? 

Mr.  Ball.  We  are  now  sending  the  monthly  payments  at  the  rate 
of  12.5  million  checks  a month. 

Mr.  Thomas.  150  million  a year  ? 

Mr.  Ball.  It  is  increasing  substantially  each  month  and  I would 
guess  it  might  be  approximately  that. 

JUSTIFICATION  OF  THE  ESTIMATE 

Mr.  Thomas.  We  will  put  in  pages  1 through  11  in  the  record  at  this 
point. 

( The  pages  follow : ) 

Limitation  on  Salaries  and  Expenses,  Bureau  of  Old-Age  and  Survivors 

Insurance  (Trust  Fund) 

the  old-age,  survivors  and  disability  insurance  program 

The  Bureau  of  Old-Age  and  Survivors  Insurance  administers  the  social  in- 
surance program  provided  by  title  II  of  the  Social  Security  Act,  as  amended. 
The  program  provides  protection  in  the  form  of  monthly  benefit  payments  to 
about  90  percent  of  the  total  labor  force  and  their  families  against  the  loss  of 
earnings  because  of  old-age,  disability  (age  50-64),  and  death.  Tax  contribu- 
tions from  employers,  employees,  and  the  self-employed  are  deposited  in  the 
Federal  old-age  and  survivors  insurance  and  Federal  disability  insurance  trust 
fund-s:  Ail  benefit  payments  and  administrative  costs  are  financed  from  these 

trust  funds.  As  a result,  these  payments  do  not  affect  the  status  of  the  general 
funds  of  the  Treasury. 

The  requirements  for  administrative  costs  are  computed  on  the  basis  of  the 
measurable  workloads  the  Bureau  expects  to  handle  in  any  year.  The  volume 
of  this  work  is  not  subject  to  control  by  the  Bureau.  Rather,  it  is  derived 
from  the  nature  of  the  program  as  provided  in  the  statute  and  is  influenced  by 
such  factors  as  level  of  employment,  labor  mobility,  birth,  marriage,  death,  and 
disability  rates.  Actuaries  use  these  factors  to  develop  workload  estimates, 
which  are  then  priced  out  on  the  basis  of  experienced  unit  costs  to  determine 
the  Bureau's  budget  requirements. 

The  program  has  undergone  a series  of  amendments  in  recent  years  (1950, 
1952,  1954,  1956,  and  1958)  which  have  significantly  changed  the  scope  of  the 
program  and  its  effect  on  the  Nation’s  economy.  The  1958  amendments  (Pub- 
lic Law  85-840),  enacted  August  28,  1958,  represent  another  in  this  series  of 
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( h:iMiC(‘s  (l(‘sif,Mie«l  to  improve  the  proteetion  of  the  program  against  economic- 
risks. 

ITKFOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 


'I’lic  l>m-ean  ot  ^Md-Age  ami  Survivors  Insurance  is  requesting  supplemental 
luiids  amounting  to  $84,401,000  for  fiscal  year  1959.  Part  of  the  additional 
roquii-ements  stem  from  the  passage  of  the  Social  Security  Amendment  of  1958. 
'riic  P.ureau  will  recpiire  .$23,106,000  to  finance  the  added  work  arising  becau.se 
of  tliese  amendments.  A supplemental  appropriation  of  $11,295,000  is  needed  to 
<l(‘fray  tlie  persona!  services  and  related  costs  of  the  1958  pay  raise  (Public  Law 
s5  k;2).  These  funds  raise  the  regular  1959  appropriation  to  take  care  of  the 
pay  i-ai.se.  A dettiiled  justification  and  explanation  of  the  additional  funds  re- 
(pK'sted  is  given  in  the  following  sections. 


.JUSTIFIC.VTION  FOR  SimPLEMENTAL  APPROPRIATION  FOR  1958  AMENDMENT 

WORKLOADS 

4’he  Social  Semirity  Amendments  of  1958  (Public  Law  85-840),  enacted  Au- 
gust 28,  1958,  provide  for  increasing  the  amount  of  benefit  payments  to  bene- 
ficiaries now  on  the  rolls  and  those  M^ho  will  come  on  in  the  future.  In  addition, 
the  amendments  provide  for  the  payment  of  benefits  to  dependents  of  disabled 
workers  and  revise  requirements  for  eligibility  to  disability  benefits  and  also  to 
certain  types  of  benefits  paid  to  dependents  of  insured  workers.  About  565,000 
more  claims  applications — each  of  which  requires  prompt  handlings — will  be  filed 
in  fiscal  year  1959  as  a result  of  these  changes.  This  amounts  to  about  a 20  per- 
cent increase  over  the  2.8  million  claims  expected  before  the  amendments  were 
enacted.  About  70  percent  of  the  increase  will  be  in  disability  claims  (including 
claims  for  dependents  of  disability  beneficiaries),  those  filed  by  the  disabled 
worker  being  about  three  times  as  costy  as  other  types  of  claims. 

Most  all  beneficiaries  of  the  old-age,  survivors  and  disability  program  are  de- 
pendent upon  their  benefit  payments  to  meet  basic  necessities.  It  is  of  utmost 
importance,  therefore,  that  claims  for  benefits  be  handled  promptly.  Because 
the  changes  in  the  law  were  effective  the  month  after  the  month  of  enactment 
(except  for  the  increase  in  benefit  amount),  the  Bureau  had  to  staff  up  and 
tool  up  promptly.  Even  the  benefit  increase  which  is  payable  in  February  19-59 
required  immediate  action  if  the  big  job  of  paying  the  almost  13  million  bene- 
ficiaries the  new  higher  benefits  was  to  be  completed  on  time.  It  was  necessary 
for  the  Bureau,  therefore,  to  obtain  authority  to  spend  on  a deficiency  basis  in 
order  to  recruit,  train,  equip,  and  house  a fairly  large  number  of  personnel  and 
to  authorize  State  agencies,  which  make  most  initial  determinations  of  dis- 
abilities under  contract  with  the  Bureau,  to  do  likewise. 

It  is  estimated  that  the  additional  filings  due  to  the  new  provisions  will  con- 
tinue into  fiscal  year  1960  at  a rate  close  to  half  the  volume  of  1959,  with  a fur- 
ther decline  estimated  in  fiscal  year  1961  and  later  years.  However,  the  new 
long-term  level  for  all  workloads,  including  those  from  the  amendments,  will 
be  appreciably  higher  than  the  level  of  work  handled  prior  to  the  amendments. 

To  finance  the  additional  work  coming  from  the  1958  amendments  the  Bureau 
will  require  supplemental  funds  of  $23,106,000.  The  amount  of  funds  requested 
does  not  reflect  the  total  additional  funds  required  to  process  all  the  work 
received  in  1959  as  a result  of  the  amendments.  The  volume  received  is  greater 
than  the  Bureau  and  State  agencies  can  staif  up  and  train  personnel  to  process 
in  the  current  year.  Thus,  some  of  the  work  received  in  1959  will  be  carried 
over  into  1960.^  In  determining  supplemental  funds  required  in  1959  we  have 
taken  this  carryover  into  account. 


MAJOR  PROVISIONS  OF  THE  1958  AMENDMENTS 


Significant  provisions  of  the  social  security  amendments  of  1958  whkdi  ^rill 
im*rease  the  administrative  expenses  of  the  Bureau  are  : 

i.  1 crease  in  benefit  amounts 

Effective  for  the  month  of  January  (with  checks  payable  at  the  beginning  of 
February),  benefit  amounts  for  all  present  and  future  beneficiaries  will  be  in- 
creased b.y  about  7 percent.  The  minimum  monthl.y  increase  is  $3  in  the  amomit 
payable  to  a retired  worker,  and  the  maximum  or  total  monthly  benefits  pay- 
able to  a family  is  increased  from  $200  to  $2.54.  By  January  1.  19.59.  the 
Bureau  had  practically  completed  the  huge  task  of  converting  to  the  new  benefit 
scale  the  benefits  payable  to  each  of  the  12.8  million  persons  presently  on  the 


627 


rolle.  Beneficiaries  will  receive  checks  in  the  new  amounts  starting  February  3 
as  scheduled. 

2.  Modification  of  work  7'equirements  and  other  changes  7'elating  to  disaMlitij 
insiif'ance  he7iefits  a7id  disahility  freeze 

The  1958  amendments  modify  the  work  requirements  for  entitlement  to  dis- 
ability insurance  benefits  and  the  disability  freeze.  Experience  under  the  law 
before  amendments  indicated  certain  inequities  among  disabled  workers  because 
of  the  “recency  of  work”  provision.  Not  infrequently  disabled  workers  found 
that  their  disabilities  did  not  meet  the  statutory  level  of  severity  and  perma- 
nence until  some  time  after  the  occurrence  of  their  disablement.  When  their 
disabilities  did  meet  the  statutory  definition  these  workers  often  could  no  longer 
meet  that  part  of  the  work  test  requiring  work  in  6 out  of  the  last  13  calendar 
quarters.  This  part  of  the  work  test  has  now  been  eliminated  as  a requirement. 
On  the  other  hand  the  test  of  a fully  insured  status  has  been  added  as  a require- 
ment for  eligibility  for  the  freeze  making  the  requirements  for  cash  benefits 
and  the  freeze  identical.  Benefits  to  newly  eligible  disabled  persons — and 
recomputed  benefits  to  old-age  insurance  beneficiaries  newly  eligible  to  the 
freeze  because  of  the  changed  work  requirements — were  payable  beginning  with 
the  month  of  September. 

Another  provision,  also  expected  to  increase  the  number  of  applications  filed 
for  disability  insurance  benefits  and  for  disability  freeze,  is  the  postponement  for 
3 years  of  the  June  30,  1958,  deadline  for  filing  fully  retroactive  disability  freeze 
applications.  This  change  applies  to  applications  filed  after  June  30,  1958.  Un- 
der the  old  law,  applications  for  disability  freeze  filed  before  July  1,  1958,  were 
fully  retroactive  back  as  far  as  to  1941  to  the  individual’s  actual  beginning  date 
of  disability.  In  cases  filed  after  June  30,  1958,  however,  an  applicant’s  period  of 
disability  could  not  be  determined  to  have  begun  more  than  1 year  before  the 
date  the  application  was  filed.  As  a consequence,  except  for  the  change  in  law, 
many  persons  filing  after  June  30,  1958,  would  have  been  ineligible  for  the  dis- 
ability freeze  and  would  have  lost  their  protection  under  the  program.  The  addi- 
tional claims  stemming  from  this  extension  of  the  deadline  will  be  received 
largely  in  fiscal  year  1959,  and  gradually  diminish  to  a nominal  level  by  1961. 

Repeal  of  the  provision  that  required  payments  under  other  disability  benefit 
systems  to  be  offset  against  social  security  disability  benefits,  so  that  a person 
qualified  for  both  types  of  payment  would  be  able  to  receive  both  types  in  full, 
will  also  increase  the  number  of  applications  that  will  be  filed.  It  will  also  re- 
quire adjusting  the  benefit  amounts  of  those  beneficiaries  to  which  an  offset  has 
been  applied. 

As  a result  of  these  changes,  it  is  estimated  that  215,000  additional  applica- 
tions for  disability  insurance  benefits  and  for  disability  freeze  will  be  filed  in 
fiscal  year  1959. 

S.  Benefits  to  the  dependents  of  disahilitii  msu7'a7ice  beneficiaries 

The  Social  Security  Amendments  of  1958  provide  for  the  payment  of  monthly 
benefits  to  the  dependents  of  persons  receiving  disability  insui*ance  benefits.  The 
categories  of  dependents  eligible  for  these  benefits  parallel  those  eligible  for  bene- 
fits as  dependents  of  old-age  insurance  beneficiaries.  The  benefits  became  pay- 
able beginning  with  the  month  of  September  1958.  The  monthly  benefits  payable 
to  dependents  of  disabled  workers  are  subject  to  the  same  conditions  that  are 
applicable  to  dependents  of  old-age  beneficiaries  except  that  disability  dependents 
benefits  may  be  suspended  if  the  disabled  worker  refuses,  without  good  cause,  to 
accept  vocational  rehabilitation.  It  is  expected  that  applications  will  be  filed  by 
170,000  dependents  of  disabled  workers  in  fiscal  year  1959. 

4-  Changes  m eligibility  requi7'ements  for  survivors  of  deceased  worke7's 

The  1958  amendments  revised  the  provisions  for  payment  of  benefits  to  certain 
groups  of  dependents  and  it  is  expected  that  181,000  applications  for  old-age  and 
survivors  benefits  will  stem  from  these  changes.  The  largest  group  of  depend- 
ents (90,000)  involved  are  parents  of  a worker  where  a widow  or  child  survives. 
Before  these  amendments,  the  existence  of  a widow  or  child  actually  or  poten- 
tially entitled  to  monthly  benefits  prevented  the  payment  of  monthly  benefits  to 
the  dependent  parent  of  a deceased  worker.  This  bar  operated  even  if  the 
potentially  entitled  wife  or  child  never  became  entitled  to  benefits.  Now  these 
restrictions  have  been  removed  and  benefits  are  provided  in  all  instances  for 
the  dependent  parent  of  a deceased  worker.  Changes  in  several  other  provi- 
sions of  the  act  relating  to  benefits  for  dependents  (the  most  important  relating 
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to  fh(‘  (lisablod  child  age  18  and  over  which  is  discussed  in  5 below)  and  some 
iiiciH'ase  in  incentive  to  file  for  retirement  benefits  because  of  the  higher  benefit 
rates,  account  for  the  balance  of  the  increase  in  this  category. 

'I'he  change  in  eligibility  requirements  for  parents’  benefits  will  create  a work- 
load in  addition  to  the  claims  applications  filed,  i.e.,  the  number  of  advance 
tilings  of  certificates  of  dependency  from  parents,  who  have  not  yet  attained  the 
age  for  eligibility  to  benefits,  is  expected  to  increase  by  25,000. 

J.  Dependency  of  a disabled  child 

Und(‘r  the  old  law,  a disabled  child  who  was  age  18  or  over  at  the  time  he 
appliiHl  for  child’s  insurance  benefit  was  required  to  show  that  he  was  receiving 
at  least  one-half  of  his  support  from  his  parent,  or  that  he  was  receiving  at 
least  one-half  of  his  support  from  the  parent  at  the  time  the  parent  died.  On 
th(‘  other  hand,  a child  who  is  under  18  when  he  applies  for  benefits  is  generally 
assumed  to  have  been  dependent  on  his  parent.  The  change  stipulates  that  the 
same  assumption  shall  apply  to  a disabled  child  over  age  18  and  thus  elimi- 
nates the  requirement  of  proof  that  he  was  dependent  upon  the  worker  for  one- 
half  of  his  support.  The  effective  date  for  these  benefits  was  the  month  of 
September  1958.  The  Bureau  expects  to  receive  83,000  applications  in  fiscal 
year  19.59  as  a result  of  this  change.  This  workload  is  contained  in  the  work- 
load estimates  for  OASI  claims  applications  and  dependents  of  disabled 
applications. 

COMPUTATION  OF  SUPPLEMENTAL  FUNDS  REQUESTED 

The  magnitude  of_the  additional  workloads  stemming  from  the  1958.  amend- 
ments makes  it  necessary  to  schedule  the  processing  of  the  loads  to  be  received 
in  fiscal  year  19.59  over  the  2-year  period,  fiscal  years  1959  and  1960.  The  esti- 
mate of  $23,106,000  for  work  to  be  processed  in  fiscal  year  1959  assumes  that 
somewhat  less  than  a fourth  of  the  work  received  in  1959  will  be  carried  into 
fiscal  year  1960. 

The  attached  table  A presents  the  detailed  computation  of  supplemental 
requirements  for  fiscal  year  1959.  The  method  used  can  be  summarized  as 
follows ; 

1.  Estimates  of  1958  amendment  workloads  to  be  processed  in  fiscal  year  1959 
are  compared  with  the  latest  operating  estimates  of  work  to  be  processed  under 
the  program  prior  to  the  amendments. 

2.  The  increases  are  then  priced  out  at  personal  services  unit  costs  which 
generally  reflect  fiscal  year  1958  experience  adjusted  for  the  pay  increase. 

3.  An  allowance  for  other  object  needs  to  process  the  increased  workloads  is 
indicated  for  each  load. 

4.  Because  additional  staff  to  meet  the  requirements  (2,915  man-years)  to 
process  the  additional  workload  could  not  be  recruited  and  trained  rapidly 
enough  to  handle  the  workloads  received  following  enactment  of  the  amendments 
and  also  to  enable  an  orderly  transition  to  the  staffing  required  for  fiscal  year 
1960,  the  Bureau  has  planned  to  use  the  equivalent  of  995.3  man-years  of  over- 
time. The  cost  of  premium  pay  must,  therefore,  be  added. 

5.  It  should  be  noted  that  in  its  preamendment  budget  the  Bureau  is  already 
trying  to  absorb  an  expected  increase  in  preamendment  workloads  of  6.4  percent 
over  the  level  reflected  in  the  request  on  which  the  appropriation  was  made. 

6.  Reduction  has  been  made  in  salary  costs  as  computed  to  allow  for  the  fact 
that  supervisory  and  administrative  staff  needs  will  not  rise  proportionately 
with  the  workload.  Average  salary  costs  will  decrease  for  this  reason — a net 
average  salary  of  $4,559  in  this  request  compared  with  $4,994  in  the  regular 
appropriation  for  1959.  (The  manpower  requirement  for  each  workload,  how- 
ever, will  not  change  because  the  reduction  in  supervisory  and  administrative 
time  is  offset  by  the  increase  in  time  required  for  training  new  staff  on  the  total 
program  and  the  existing  staff  on  the  provisions  of  the  1958  amendments. ) A 
reduction  has  been  made  also  to  compensate  for  the  fact  that  certain 
fixed  overhead  costs  (rents,  communications,  etc.)  in  other  objects  will  not 
rise  in  proportion  to  the  increased  work  stemming  from  the  amendments. 

7.  The  calculations  involved  in  <!omputing  the  supplemental  needs  may  be 
summarized  as  follows : 
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Personal  services  costs 

Advances  to  States 

Other  objects  of  expenditure  gross  costs 
Less  reductions  in : 

Peisonal  services 

Other  objects 


r 


$1,  246,  211 
152, 115 


$16,  645,  687 
3,  944,  974 
3,  913,  665 


-1,  398,  326 


Supplemental  request 

EXPLANATION  OF  REQUIREMENTS  BY  ACTIVITY 


23, 106,  000 


Activity  2 — Processing  0A8I  claims 

The  $8,220,225  requested  for  this  activity  is  primarily  related  to  the  181,000 
claims  for  OASI  benefits  to  be  received  in  fiscal  year  1959.  The  bulk  of  the 
increase  in  OASI  claims  resulting  from  the  amendments  is  in  childhood-dis- 
ability claims  and  parents  claims,  both  of  which  are  more  costly  to  process  than 
regular  retirement  and  survivors  claims.  About  90,000  parents  will  file  for 
benefits.  Another  25,000,  not  yet  age  65,  will  file  proof  of  dependency  as  required 
to  set  up  their  eligibility  later  at  age  65.  It  is  expected  that  83,000  childhood 
disability  claims  will  be  filed.  The  latter  claims  are  included  in  the  workloads 
“OASI  claims  applications”  (activity  2)  and  in  “Dependents  of  disabled  appli- 
cants” (activity  4).  Therefore,  the  costs  attached  to  the  workload  “Childhood 
applications”  on  table  A represents  only  the  costs  of  developing  the  necessary 
evidence  for  making  a determination  of  disability. 

Activity  3 — Maintenance  of  OASI  beneficiary  rolls 

Of  the  total  $2,005,141  requested  for  this  activity,  $873,796  represent  the  cost 
of  converting  the  benefit  rates  for  the  12.8  million  beneficiaries  on  the  rolls.  The 
cost  of  this  conversion  is  less  than  $0.07  per  beneficiary.  The  remaining  in- 
crease in  this  activity  stems  primarily  from  district-office  costs  of  answering  in- 
quiries relating  to  the  new  benefit  amounts,  new  retirement  test  provisions,  etc., 
and  the  cost  of  maintaining  more  beneficiaries  on  the  rolls. 

Activity  4 — Processing  disability  claims  and  maintaining  beneficiary  rolls 

The  $11,289,064  requested  for  this  activity  are  primarily  related  to  the  385,000 
additional  claims  to  be  received  from  disabled  workers  and  their  dependents. 
About  200,000  of  these  claims  will  involve  determining  whether  disabilities  exist. 
These,  together  with  the  estimate  of  83,000  childhood-disability  claims,  will  in- 
crease the  number  of  claims  requiring  disability  determinations  by  more  than  100 
percent  over  the  preamendment  1959  level.  Most  of  the  initial  adjudications 
will  be  done  by  State  agencies  under  agreements  with  the  Bureau  as  provided 
by  law. 

Because  of  the  sharp  increase  in  these  claims  in  fiscal  year  1959  only  about 
45  percent  of  the  additional  disability  determinations  will  be  completed  by  the 
end  of  fiscal  year  1959.  The  remainder  will  spill  over  into  fiscal  year  1960. 


Activity  5 — Hearings  and  appeals 

^ The  funds  requested  for  this  activity  amounting  to  $461,263  are  indirectly  re- 
lated to  the  1958  amendments.  The  impact  of  these  amendments  will  not  be  felt 
in  any  large  measure  by  the  Appeals  Council  until  fiscal  year  1960  but  the  higher 
appeals  loads  that  will  be  received  in  fiscal  year  1960  makes  it  more  important 
now  that  we  reduce  as  much  as  we  possibly  can  the  number  of  persons  waiting 
for  their  appeals  to  be  heard  at  the  end  of  fiscal  year  1959.  Unless  provision 
is  made  for  additional  funds  in  fiscal  year  1959,  however,  the  number  of  appeals 
cases  awaiting  hearing  will  be  excessive.  This  is  explainable  by  two  factors  : 
{a)  Current  1959  receipts  will  be  higher  than  previously  estimated,  and  (b) 
due  to  the  heavy  volume  of  receipts  late  in  fiscal  year  1958,  more  appeals  were 
carried  over  into  1959  than  could  be  foreseen  or  planned  for.  To  handle  this 
added  work,  an  additional  staff  of  25  referees  on  duty  for  6 months  of  the  year, 
together  with  their  supporting  staffs,  is  provided  for  in  this  estimate. 

Activity  7 — Administration 

The  $1,130,307  requested  for  this  activity  are  related  to  the  larger  house- 
keeping, administrative,  and  other  type  staff  services  needed  to  support  the 
larger  staff  required  to  handle  the  Increased  volume  of  measurable  workloads. 
The  recruiting,  training,  and  housing  of  the  additional  2,547  permanent  em- 
ployees and  500  temporaries  in  fiscal  . year  1959  will  sharply  increase  the  service 
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artivities  of  the  liureau.  The  lo2  man-years  requested  for  this  activity  repre- 
sent only  0.2  percent  of  the  total  man-years  contained  in  this  request.  This 
ratio  is  about  half  tlie  proportion  of  activity  7 personnel  to  total  Bureau  per- 
sonnel in  our  IboP  appropriation  request. 

.jrSTIFICATION  FOit  SUPPLEMENTAL  APPROPRIATION  FOE  PAY  RAISE  COSTS 

Met  hod  of  coot  put  ing  pay  raise  costs 

The  Bureau  of  Old-Age  and  Survivors  Insurance  is  requesting  an  additional 
appropriation  of  $11,205,000  in  1959  to  meet  the  cost  of  Public  Law  85-462. 
This  estimate  was  derived  as  follows  : 

(a)  Regular  salaries  at  each  grade,  except  wage-board  salaries,  were  multi- 
plied by  various  ai>propriate  percentages,  averaging  approximately  10.4  percent. 

(h)  Overtime  and  similar  salary  costs  affected  by  Public  Law  85-462  were 
multiplied  by  10.4  percent. 

(c)  An  allowance  was  added  for  group  insurance  and  civil  service  retire- 
ment contributions,  calculated  on  the  basis  of  experienced  ratios. 

Why  the  Bureau  cannot  ahsorh  increased  cosfi^ 

Total  estimated  requirements  for  salaries  and  expenses  for  the  Bureau  of 
Old-Age  and  Survivors  Insurance  for  fiscal  year  1959  amount  to  $173,532,000. 

This  total  is  comprised  of ; 

Appropriations  to  date $139, 131,  000 

Proposed  supplemental  due  to  pay  raise 11,  295,  000 

Proposed  supplemental  for  workloads  arising  from  1958  amend- 
ments to  the  Social  Security  Act 23, 106,  000 


Total 173,  532,  000 

Within  this  total  budget,  the  Bureau  has  already  planned  an  absorption  of 
such  magnitude  as  to  force  output  per  man-year  above  the  actual  level  of 
fiscal  year  1958  and  far  above  the  level  planned  in  the  appropriation  for  fiscal 
year  1959.  In  1958  actual  workload  receipts  exceeded  estimates  by  about  5 
percent  necessitating  undesirable  processing  measures  in  order  to  keep  back- 
logs within  manageable  proportions.  The  appropriation  approved  by  Congress 
for  fiscal  year  1959  was  based  on  production  rates  designed  to  permit  a higher 
standard  of  performance  and  better  service  to  the  public. 


Workload — Manpower  indew 


Fiscal  year 
1958,  actual 

Fiscal  year 
1959,  budget 
estimate 
(preamend- 
ment) 

Fiscal  year 
1959,  operat- 
ing estimate 

W orkload  (excludes  State  agency  workloads) 

Manpower. _ . _ 

100 

100 

92.7 

96.4 

109.7 

108.9 

Output  per  man-year  change  from  fiscal  year  1958  actual 
(percent).  . . 

-4.8 

-fO.7 

As  indicated  in  the  above  table  the  absorption  forced  by  the  revised  higher 
estimated  workload  for  fiscal  year  1959  will  force  output  per  man-year  0.7 
percent  above  the  1958  level.  Congress  had  initially  approved  for  1959  an 
output  level  which  was  4.8  percent  below  1958  to  permit  the  Bureau  to  do  a 
better  job  than  it  is  possible  to  do  with  a staff  working  under  extreme  pressure 
to  keep  up  with  the  workloads. 

The  major  absorptions  reflected  in  the  total  budget  for  fiscal  year  1959  are : 

1.  The  workloads  estimated  in  July  1958  for  the  preamendment  program  for 
fiscal  year  1959  were  6.4  percent  greater  than  the  estimates  for  which  the 
funds  were  appropriated  for  the  current  year.  The  processing  of  this  added 
M^ork  at  budgeted  production  rates  would  cost  approximately  $7  million.  No 
added  funds,  however,  have  been  requested  for  this  increase  in  workloads 
which  the  Bureau  will  endeavor  to  process  in  1959. 

2.  After  the  total  operating  requirements  for  fiscal  year  1959  were  computed, 
the  projected  staff  was  reduced  by  2 percent  in  accordance  with  the  President’s 
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policy  for  reducing  civilian  employment.  This  staffing  reduction  amounted  to 
an  absorption  of  $1,303,000.  In  the  1959  budget,  this  absorption  has  been  pro- 
jected in  lower  unit  costs  for  processing  workloads  arising  from  the  1958  amend- 
ments. 

3.  Other  absorptions  in  the  1959  budget  are : The  added  costs  of  postage  due 
to  the  increase  in  postal  rates  effective  August  1958,  salary  increases  for  wage 
board  employees  effective  February  1958  and  again  in  October  1958,  and  increases 
in  operating  costs  due  to  higher-than-budgeted  price  levels. 

SUMMARY 

The  1958  amendments  to  the  Social  Security  Act  are  another  in  a series 
of  amendments  over  the  past  8 years  which  extend  to  about  90  percent  of  the 
Nation's  families  additional  protection  against  economic  losses  due  to  retire- 
ment, disability,  and  death  of  the  wage  earner.  The  effect  of  these  amendments 
on  the  Bureau’s  workloads  was  immediate.  The  estimate  of  $23,106,000  is  a 
measure  only  of  the  capacity  of  the  Bureau  and  State  agencies  use  of  funds 
to  “tool-up”  and  staff  up  to  do  as  much  work  as  possible  this  year;  it  is  not 
a measure  of  the  funds  that  would  be  required  to  handle  all  of  the  added 
workload  which  will  be  received  in  fiscal  year  1959.  It  also  assumes  that  the 
Bureau  can  absorb  substantially  higher  than  budgeted  for  workloads  in  the 
preamendment  program. 

The  additional  requirements  for  Public  Law  85-462  are  needed  to  finance  the 
pay  raise  costs  applicable  to  the  regular  1959  appropriation.  .Absorptions 
planned  in  the  total  budget  for  1959  will  not  permit  the  Bureau  to  absorb  any 
of  the  computed  requirements  of  this  legislation. 

INCREASES  REQUIRED  BECAUSE  OF  AMENDMENTS  TO  SOCIAL  SECURITY  ACT 

Mr.  Thomas.  The  Bureau  of  Old-Age  and  Survivors  Insurance  has 
requested  supplemental  funds  in  the  sum  of  $34.4  million.  Part  of 
the  additional  requirement  stems  from  the  passage  of  the  Social 
Security  Act  of  1958. 

A big  part  is  20  percent,  is  it  not,  of  your  entire  workload  ? 

Mr.  Ball.  Of  the  claims,  sir. 

Mr.  Thomas.  The  Bureau  will  require  $23,106,000  to  finance  tlie 
added  work  arising  because  of  these  amendments.  Of  that,  $15  mil- 
lion is  for  salaries  and  the  remaining  part  is  “Other  objects”? 

Mr.  Ball.  Yes. 

Mr.  Thomas.  Then  we  have  equipment,  travel,  and  so  forth. 

ADVANCES  TO  STATES 

Mr.  Ball.  Advances  to  States,  Mr.  Chairman,  of  about  $4  million. 

Mr.  Thomas.  That  is  one  of  your  big  items? 

Mr.  Ball.  Yes,  sir. 

As  you  may  remember,  the  disability  program  was  vei’y  much  in- 
volved in  the  1958  amendments.  The  determination  on  disability  is 
made  for  us  by  a State  agency  under  contract  with  the  Federal  Gov- 
ernment and  this  $4  million  is  an  increase  in  advances  to  States  for 
performing  this  service.  That  is  an  amendment  workload. 

Mr.  Thomas.  Will  that  item  alone  under  your  “Other  objects”  come 
out  of  $4  million  ? What  is  it  ? 

Mr.  Ball.  Approximately  $3.9  million. 

Mr.  Thomas.  Advances  to  States  for  that  purpose,  and  then  what 
service  do  they  render  now,  and  how  many  decisions  did  they  make 
for  you  ? Let  us  say  in  the  first  6 months  of  this  fiscal  year  ? Do  you 
have  an}^  information  on  that? 
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Afr.  Baij..  Yes;  the  service  that  they  render  could  be  summarized 
as — could  I take  just  a minute  since  it  might  be  better  to  give  you  the 
whole  |)icture  as  to  what  we  do  and  then  what  they  do? 

Mr.  T no:MAs.  Go  ahead. 

PROCESSING  OF  DISABILITY  CLAIMS 

Mr.  Ball.  The  disability  claim  is  filed  in  the  district  office  of  the 
Bui’eau  and  tlie  individual  supplies  what  medical  evidence  he  has 
readily  available  from  his  own  doctor,  hospitals,  and  so  on.  That  is 
forwarded  to  the  State  agency,  usually  a vocational  rehabilitation 
agency  in  most  cases,  and  they  may  need  more  evidence  than  that. 
They  may  order  a special  examination  by  a doctor. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Thomas.  Go  ahead. 

Air.  Ball.  They  may  need  additional  medical  evidence  to  that 
which  was  submited  by  the  individual.  In  about  20  percent  of  the 
cases,  they  obtain  the  additional  evidence  by  an  independent  medical 
examination  from  a consultant,  usually  a specialist.  They  may  also 
have  to  go  back  and  develop  additional  medical  evidence  from  a 
hospital 

Mr.  Thomas.  This  is  the  program  where  they  can  get  the  disability 
before  they  reach  retirement  age? 

Mr.  Ball.  Yes,  sir. 

Air.  Thomas.  How  many  are  drawing  it  now  ? 

Air.  Ball.  About  275,000. 

Air.  Thomas.  How  long  has  the  program  been  in  effect,  2i/^  years? 
Or  more  ? 

Mr.  Ball.  Since  the  1956  amendments — it  has  not  been  quite  2 
years — started  payments  July  1957. 

Mr.  Thomas.  Go  ahead. 

Mr.  Ball.  They  then  look  at  the  evidence  that  is  available  and 
which  they  have  developed  and  make  a determination  as  to  whether 
this  individual  meets  the  medical  standards.  We  have  decided  it 
meets  the  earning  requirements,  and  so  on.  They  are  expected  to 
make  in  this  fiscal  year  a total  number  of  disability  determinations 
for  us  of  370,260  initial  determinations  for  workers;  569,637  includ- 
ing children,  reconsiderations,  and  all  types  of  cases. 

Mr.  Thomas.  How  did  you  miss  your  guess  in  your  regular  bill? 
Are  you  going  to  be  that  many  over  and  above  what  you  thought  ? 

Mr.  Ball.  All  of  the  money  for  State  advances  in  the  supplemental 
comes  out  of  the  1958  amendments.  The  additional  load  is  the  result 
of  a change  Congress  made  in  the  eligibility  requirements  for  these 
disability  benefits. 

Mr.  Thomas.  This  is  still  a part  of  the  1958  act  ? 

Mr.  Ball.  Yes ; this  is  part  of  the  1958  amendments  that  resulted 
in  this  increase. 

It  used  to  be  true  that  an  individual  had  to  have  worked  recently, 
just  before  he  became  disabled.  That  was  removed  from  the  law  by 
the  1958  amendment  so  that  many  more  people  were  made  eligible 
for  disability  benefits.  That  is  the  major  reason  why  we  have  to 
advance  the  States  this  additional  money. 
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Mr.  Thomas.  Let  me  read  some  of  the  record : 

$23,106,000  to  finance  the  added  work  arising  because  of  these  amendments  and 
2,547  new  jobs  by  virtue  thereof,  making  a total  of  around  $23,106,000  and 
$11,295,000  needed  to  defray  Pay  Act  expenses. 

Correct  ? 

Mr.  Ball.  Correct. 

PAY  ACT  COST 

Mr.  Thomas.  What  was  your  total  Pay  Act  cost  ? 

Mr.  Kelly.  $11,321,000. 

Mr.  Thomas.  You  were  off  $26,000.  Wliere  did  that  come  from, 
your  “Other  object”  money  ? 

Mr.  KjELLY.  No;  it  is  the  cost  of  the  pay  raise  for  work  which 
other  people  reimburse  us  for.  We  did  not  endeavor  to  absorb  the 
regular  work  in  the  pay  increase  because  when  you  go  on  a deficiency 
basis 

Mr.  Thomas.  You  have  records  on  90  percent  of  the  entire  working 
population  of  the  country,  do  you  not  ? 

Mr.  Christgau.  Yes,  sir. 

Mr.  Thomas.  What  number  do  you  have  records  on  ? 

Mr.  Christgau.  126  or  127  million  people. 

Mr.  Ball.  In  the  course  of  a year  we  would  post  to  not  nearly  that 
many  accounts.  In  the  course  of  a year  there  would  be  about  73  or 
74  million  people  covered. 

Mr.  Thomas.  That  is  remarkable. 

Limitation  on  Construction 


Program  and  financing 


Fiscal  year 
1959 

presently 

available 


Fiscal  year 
1959 
revised 
estimate 


Increase  (+) 
or  decrease 
(-) 


Program  by  activities 

1.  Design,  supervision,  etc. 

2.  Constructkm 


$235, 639 
2, 816, 279 


$480, 369  +$244,  730 

6, 856,  549  +4, 040,  270 


Total  obligations 

Financing: 

Unobligated  balance  brought  forward. 
Unobligated  balance  carried  forward.. 


3, 051, 918 

-7,  769, 461 
4,717,543 


7, 336, 918 

-7,  769,  461 
1,  642,  543 


+4, 285,  000 


-3, 075,  000 


Total  of  trust  fund  limitation 

Total  of  trust  fund  limitation  consists  of— 
Proposed  supplemental  appropriation. 
Appropriation  (adjusted) 


1, 210, 000 

1, 210, 000 
1, 210, 000 


+1, 210, 000 

+1, 210, 000 
+1, 210, 000 


OMigations  l)y  objects 


Fiscal  year 
1959 

presently 

available 

Fiscal  year 
1959 
revised 
estimate 

Increase  (+) 
or  decrease 
(-) 

02  Travel ..  . ..  __  ..  

$500 
500 
500 
5, 000 
184,  500 
750, 000 
2, 110, 918 

$500 

500 

500 

10, 000 
419, 500 
750, 000 
6, 155, 918 

03  Transportation _ _ 

04  Comrnunications . .... 

06  Printing  and  reproduction  ...  ...  ..  ... 

07  Other  contractual  services . 

09  Equipment  ..  .. 

+$5, 000 
+235,  000 

10  Lands  and  structures 

+4,  045, 000 

Total  obligations 

3, 051, 918 

7, 336, 918 

+4,285,000 
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\\\^  will  considei-  now  tlie  limitation  on  construction  for  old-age 
and  sui  vi\'ors  insurances.  The  proposed  language  is  as  follows: 

“I'or  an  adflitionnl  animint  for  ‘Construction,  Bureau  of  Old-Age  and  Survivors. 
Iiisuranc(‘’  -SI, 210,000  to  be  derived  from  the  Federal  old-age  and  survivors  in- 
suraiic<‘  trust  fund,  which,  together  with  sums  heretofore  appropriated  under 
said  head  shall  establish  a limitation  of  cost  of  $82,290,000 : Provided,  That  the 
first  proviso  under  this  head  in  the  Department  of  Health,  Education  and  Welfare 
\ pjo'opriation  Act,  1958,  and  the  provision  of  section  209  of  said  Act,  shaU  not 
epplji  to  ro)ist ruction  authorized  under  the  foregoing  limitation.” 

There  is  ti  proviso  that  this  is  not  to  apply  to  construction  author- 
iz(*d  under  the  foregoing  limitation. 

A\'hat  does  that  proviso  mean? 

.Mr.  Kelly.  Ther’e  is  a general  provision  in  the  appropriation 
sttitnte  that  the  construction  funds  here  appropriated  have  to  be  obli- 
g;it  ed  by  J Line  30. 

Mr.  Thomas.  You  are  extending  the  obligation  period? 

Mr.  Kelly.  That  is  right. 

Mr.  Thomas.  Let  us  put  in  pages  1,  2,  3,  and  4 in  the  record. 

(The  pages  follow :) 

LI^^ITATlON  ON  Construction,  Bureau  of  Old-Age  and  Survivors 

Insurance  (Trust  Fund) 

JUSTIFICATION  FOR  A SUPPLEMENTAL  APPROPRIATION  FOR  FISCAL  YEAR  19  59 

Puj'pose  and  need  for  supplemental  funds 

Funds  requested  for  expenditure  from  the  Federal  Old-Age  and  Survivors 
Insurance  Trust  Fund  are  needed  to  enlarge  the  Social  Security  Building  now 
under  construction  Baltimore  County,  Md.  Because  of  a series  of  major  amend- 
ments to  the  Social  Security  Act  since  1953,  when  space  requirements  were 
formulated,  the  building  now  being  built  will  be  too  small  to  house  the  Bureau’s 
Baltimore  operations. 

The  basis  for  design  and  space  provided  in  building  note  being  constructed. 

The  design  of  the  Social  Security  Building  and  the  amount  of  space  which  was 
to  be  provided  in  it  was  predicated  upon  a space  directive  made  in  1953.  In 
preparing  the  directive,  amounts  of  space  needed  were  first  computed  on  the 
basis  of  workloads  which  were  current  in  1953.  To  this  was  added  an  allowance 
for  the  normally  expected  increase  in  workloads  from  1953  to  1963  and  another 
allowance  for  new  workloads  which  were  expected  to  come  from  extensions  of 
coverage  then  anticipated.  From  this  figure  jvas  deducted  a projected  saving 
in  space  expected  to  be  accomplished  by  1963  through  technological  improve- 
ments. To  the  net  usable  space  thus  computed  was  added  space  for  building 
custodial  use,  employee  health  services,  a cafeteria  and  auditorium.  The  total 
thus  computed  was  917,159  square  feet.  A summary  of  the  figures  follows : 

Square  feet 


Space  required  for  present  program  and  current  workloads  in  19.53 811,  40.5 

Plus : 

Allowance  for  increase  by  1963  (10  years)  in  workloads  under 

program  existing  in  1953 8.3,  961 

Allowance  for  extensions  of  coverage  insurance 47,063 


Subtotal 942,  159 

Less : 

Projected  saving  by  1963  as  a result  of  technological  improvements- _ 25,  000 


Total  space  required  in  1963 ^ 917,  159 


’ A slijrht  adjustment  of  the  details  in  tlie  space  directive  was  made  in  19'5.5  without 
sifjnificantly  changing  the  total  figured.  As  now  computed,  the  usable  space  in  the  new 
building  is  926,518,  the  difference  representing  a normal  missing  of  the  mark  in  the  design 
process. 
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The  employment  in  the  Bureau  in  1963  was  projected  at  6,566. 

In  computing  the  space  allowances  for  increased  workloads  and  for  exten- 
sions of  coverage  and  in  estimating  the  employment  in  the  Bureau  in  1963,  in- 
creases were  projected  only  for  direct  operations.  No  provision  was  made  for 
increases  in  general  administrative  staff,  which  provides  guidance,  leadership, 
and  services  to  the  operating  staff  directly  engaged  in  processing  workloads. 
The  general  administrative  staff  budgeted  in  1953  was  held  at  the  same  figure 
in  calculating  the  total  staff  in  1963.  The  apparent  reason  for  this  was  that 
in  the  light  of  the  relatively  small  workload  expansion  which  was  then  pro- 
jected, no  solid  basis  was  provided  for  estimating  an  increase. 

Contemplating  the  possibility  of  a need  for  expansion  after  1963,  studies  were 
made  to  determine  how  this  could  best  be  done.  The  sizing  of  structural  mem- 
bers to  permit  later  vertical  expansion  was  ruled  out  because  of  cost  and  for 
other  engineering  reasons.  It  was  decided,  rather,  to  so  size  the  heating,  power, 
air-conditioning  equipment,  etc.,  to  permit  an  addition  of  three  25-foot  bays  ex- 
tending the  entire  625-foot  length  of  the  operations  building  on  its  east  side. 
This  would  provide  some  more  operating  type  of  space,  if  needed.  If  more 
executive,  general  administrative  space  became  needed,  it  was  thought  that  it 
would  be  necessary  to  build  a more  or  less  self-contained  wing  next  to  the 
10-story  administration  building  and  to  the  west  of  it. 

The  experience  since  1953. — Experience  is  proving  that  the  allowance  of  83,691 
square  feet  to  provide  for  increases  by  1963  in  the  workload  of  the  Division  of 
Accounting  Operations  was  substantially  correct. 

The  allowance  of  47,063  square  feet  made  to  provide  for  expected  extensions 
of  coverage  was  predicated  upon  extending  coverage  to  a number  of  groups  of 
people  totaling  10,775,000  persons.  All  of  these  groups  have  been  covered. 
Another  major  group,  the  Armed  Forces,  has  also  been  covered.  Extensions 
of  coverage  have  been  made  to  over  13,500,000  people  compared  with  the  pro- 
jection of  10,775,000  persons. 

Besides  the  extension  of  coverage  to  the  Armed  Forces,  other  workload 
creating  amendments  to  the  Social  Security  Act,  unprojected  in  the  building 
planning,  have  been  passed  since  1953.  Quite  a number  of  changes  in  the  initial 
and  continuing  eligibility  requirements  and  in  the  benefit  formula  have  been 
made  whch  have  increased  workloads,  the  complexity  of  processing  and  have 
created  a need  for  additional  operating  and  policy  staff.  However,  by  far  the 
most  significant  omission  in  the  initial  planning,  one  involving  the  major  effect 
upon  Baltimore  operations,  was  for  the  disability  program. 

In  1954,  a dsability  freeze  program  was  established  to  protect  the  OASI 
eligibilty  of  disabled  persons.  In  1956  a program  for  payment  of  cash  benefits 
to  disabled  persons  aged  50  or  over  was  inaugurated.  In  1958,  a liberalization 
of  both  the  freeze  and  cash  benefit  programs  was  enacted. 

The  inauguration  of  a disability  program,  as  a part  of  the  Federal  social  in- 
.surance  program  brought  the  Bureau  into  a field  of  work  almost  wholly  new 
to  it.  It  is  a program  which  requires  pioneering  in  policymaking  and  adjudica- 
tory techniques  while  involving  a most  significant  degree  of  public  sensitivity 
and  reaction.  This  characterization  cannot  help  but  exist  for  a substantial  time 
into  the  future.  Further  extensions  and  liberalizations  by  legislation  are  to  be 
expected  to  create  new  problems  and  prolong  the  sensitivity.  In  this  situation, 
it  is  es.sential  that  disability  oj)erations  remain  centralized  in  Baltimore  for  a long 
period  of  time. 

Soon  after  the  institution  of  the  program  for  payment  of  disability  cash 
benefits  it  became  evident  that  work  flows,  processing  interrelationships  and 
the  time  taken  for  them  needed  to  be  adjusted  in  the  interest  of  proper  service 
to  the  public.  To  speed  up  initial  payments  it  was  necessary  to  establish  a pay- 
ment center  in  Baltimore  to  service  disability  claims.  The  payment  center 
was  placed  in  operation  on  September  1,  1958. 

The  Social  Security  Amendments  of  1958,  liberalizing  the  disability  eligibility 
requirements,  had  a major  effect  upon  the  staffing  for  the  disability  operations 
and  the  payment  center  serving  them.  Budgetary  determinations  just  now 
available  place  the  total  need  for  this  program  to  be  about  1,700  persons  in 
Baltimore.  These  employees,  with  the  files  and  other  equipment  needed,  re- 
quire 165,000  square  feet  of  space,  none  of  which  was  planned  for  in  the  1953 
space  directive. 

******* 

In  describing  the  basis  for  the  design  and  sx>ace  calculations  for  the  1953 
directive,  it  was  stated  that,  because  there  was  then  no  solid  basis  for  estimating 
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an  increaso  in  ;;eneral  administrative  staff,  no  allowance  for  such  an  increase  was 
made.  Experience,  itself,  since  1953  now  provides  a determination  for  at  least 
the  inen*ased  {general  administrative  staff  now  needed. 

In  .lune  19r>3,  the  totiil  population  of  the  Bureau  staff,  both  in  Baltimore  and 
tlie  h(dd  was  13,8.33.  The  Bureau  expects  to  end  the  fiscal  year  1959  with 
25,334  employees  and  fiscal  year  1960  with  25,221  employees.  This  is  almost 
»lonhl(‘  the  employment  in  1953.  Servicing  the  larger  number  of  Bureau  em- 
ploye(*s  and  the  more  complex  program  requires  600  more  general  administrative 
and  technical  personnel  than  were  provided  for  in  the  building  plans. 

* * * 4:  ^ 

.\ow  moving  from  the  plus  to  the  minus  side  of  the  problem,  in  1953. the  Bureau 
was  oi>erating,  in  its  Division  of  Accounting  Operations  in  Baltimore,  with  con- 
ventional card  tabulating  machinery  Many  machines  of  each  type  were  in  use,. 
Huge  summary  and  other  card  files  had  to  be  maintained.  The  Bureau  also  had 
a large  Flex-o-Line  national  index  requiring  a large  area  of  space. 

Technological  improvements  were  constantly  being  made  over  the  years  in  the 
use  of  such  equipment  and  otherwise  many  economies  in  operations  cost  and  in 
space  were  effected.  A saving  of  25,000  square  feet  of  space  was  projected,  there- 
fore, to  be  achieved  by  1963  in  the  space  directive  made  in  1953. 

In  about  a year  from  now,  the  Division  of  Accounting  Operations  will  have 
eliminated  by  far  the  greater  amount  of  its  conventional  tabulating  machinery. 
Since  1953  it  has  installed  a first,  then  a second  battery  of  electronic  data  proc- 
essing machinery  utilizing  magnetic  tape  instead  of  cards.  In  about  a year  from 
now  it  will  have  a third  battery  in  operation  which  will  complete  a transition 
from  tabulating  machine  operations  back  from  the  end  point  of  operations  prac- 
tically to  the  initial  card  punching  operation.  In  addition,  through  the  use  of  a 
microfilm  record  it  will  replace  the  national  Flex-o-Line  file  with  consequent 
money  and  space  savings. 

In  the  1953  space  directive,  provision  was  made  for  727,274  square  feet  of  space 
for  the  Division  of  Accounting  Operations.  It  is  now  calculated  that  on  January 
1,  1960,  about  the  date  of  occupancy  of  the  building  being  constructed,  it  will  need 
614,913  square  feet.  This  is  a reduction  of  112,361  square  feet. 

The  present  situation. — For  some  time  it  has  been  apparent  that,  upon  comple- 
tion of  the  building,  there  would  be  some  shortage  in  the  partitioned  type  of  space 
designed  for  general  administrative  personnel.  It  was  hoped  that  without  too 
much  of  a sacrifice  in  efiiciency,  this  could  be  adjusted  by  finding  ways  to  use 
operating  open  space  which  might  prove  to  be  available  for  some  of  them.  How- 
ever, final  figures  on  the  amount  of  operating  space  needed  could  not  be  calculated 
until  the  planning  for  the  third  electronic  data  processing  machinery  battery  had 
reached  a certain  point  of  development  and,  in  addition,  the  effects  upon  staffing 
and  space  requirements  of  the  1958  amendments  had  been  reduced  to  budgetary 
determination. 

These  data  have  just  now  become  available.  Now  it  is  known  that  by  January 
1,  1960,  the  approximate  date  of  completion  of  the  building,  the  Bureau  will  have 
8,200  people  to  house  in  it  rather  than  6,500  which  was  the  basis  of  the  planning 
for  it. 

Present  calculations  show  an  overall  shortage  of  about  85,000  square  feet  of 
space.  They  also  reveal  a need  for  some  more  partitioned  general  administra- 
tive space  and  a need  for  an  even  greater  amount  of  open  operating  type  space 
particularly  for  disability  operations  and  the  payment  center  serving  that 
program. 

* Hs  * , * Hs  * * 

Should  no  more  space  be  made  available  in  the  new  building,  the  Bureau  is 
faced  with  several  undesirable  alternative  operating  plans.  A questionable  best 
of  these  leaves  its  disability  operations  and  the  payment  center  in  downtown 
Baltimore,  perhaps  in  the  Paca-Pratt  Building.  These  two  units  should  remain 
together.  This  entails  a separation  of  these  units  in  their  entirety  from  the 
rest  of  the  Bureau  which  plays  an  intimate  part  in  disability  policymaking. 
Or  it  entails  an  internal  separation  of  the  Division  of  Disability  Operations  ad- 
versely affecting  critically  needed  close  supervision.  In  either  event  it  separates 
those  units  from  the  operations  of  the  Division  of  Accounting  Operations  which 
is  also  undesirable,  because  the  earnings  record  files  of  this  Division  are  used 
in  the  processing  of  disability  cases. 

Another  expedient  might  be  to  splinter  off  some  other  operations  and  leave 
them  in  downtown  Baltimore.  A study  proves,  however,  that  for  any  com- 
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bination  of  such  units  which  may  be  selected,  there  are  serious  and  costly  con- 
sequences which  would  follow  separation  from  the  main  body  of  the  Bureau. 

A third  alternative  and  perhaps  the  worst,  is  to  double  shift  a large  part  of 
the  operations.  Double  shifting  with  its  10  percent  pay  differential,  is  costly 
and  would  be  much  more  difficult  in  the  new  location  than  it  is  in  downtown 
Baltimore.  Double  shifting  involves  an  early  starting  hour  for  the  first  shift 
and  a late  closing  hour  for  the  second.  A midnight  closing  hour  would  bring 
people  downtown  to  transportation  transfer  points  after  transportation  service 
had  been  severely  curtailed.  For  these  and  many  other  reasons,  the  operations 
would  suffer  disruptions  and  would  be  more  costly. 

The  desirable  solution  to  the  spaee  problem— The  computation  of  a shortage 
of  85,000  square  feet  of  space  in  the  building  makes  no  allowance  for  future 
expansion.  The  computation  is  based  upon  the  space  needs  on  completion  of 
present  construction  and  the  space  afforded  in  the  building  when  it  is  completed. 

The  workloads  of  the  Bureau’s  operations  in  Baltimore  will  continue  to  grow 
with  the  growth  in  population  and  the  country’s  working  force.  Extensions 
and  liberalizations  in  the  disability  and  the  regular  program  are  probable  over 
the  years  ahead.  With  the  conversion  to  electronic  data  processing  machinery, 
processing  now  being  almost  complete,  it  is  not  as  likely  that  compensating 
savings  in  space  can  be  made  through  technological  advances  in  the  near 
future.  Quite  obviously,  if  more  space  should  be  provided  by  construction,  some 
space  beyond  present  needs  should  be  built. 

The  construction  of  three  additional  25-foot  bays  along  the  625-foot  eastern 
length  of  the  operations  building  would  provide  an  additional  114,000  net  gross 
square  feet  of  space.  This  would  be  enough  in  total  to  make  up  for  the  shortage 
but  would  provide  an  allowance  of  only  about  3 percent  for  future  expansion. 

There  are  a number  of  factors,  however,  which  have  a bearing  upon  the 
choice  of  this  construction  as  the  solution  to  the  space  problem.  They  are  listed 
below : 

1.  Because  of  its  location  and  nature,  construction  of  the  extension  could  not 
be  started  until  after  present  construction  is  completed.  Otherwise  there  would 
be  a serious  delay  in  completion  of  the  present  construction  and  amendments 
to  the  existing  contract  would  be  necessary.  Such  amendments  are  always 
costly. 

2.  There  would  be  some  interference  with  operations  if  constructed  after 
occupancy  of  the  building  now  being  constructed. 

3.  Since  the  extra  space  would  be  provided  in  portions  on  three  and  one-half 
fioors  adjacent  to  DAO  operations,  it  would  not  be  possible  to  escape  costly 
shifting  of  operations  and  facilities  when  the  addition  became  available.  This 
particularly  because  contiguous  operating  space  is  needed  for  the  disability 
operations  and  the  payment  center  serving  it. 

4.  It  cannot  be  properly  designed  to  provide  anything  other  than  the  open 
operating  type  of  space,  although  it  would  be  better  to  obtain  some  more  parti- 
tionable  general  administrative  space. 

5.  When  the  design  for  this  extension  was  adopted,  only  50  acres  of  land  was 
available.  Planned  facilities  on  the  west  side  dictated  that  an  extension  going 
the  entire  length  of  the  building  be  on  the  east  side.  Since  then,  additional 
land  has  been  obtained  to  the  west  of  the  building.  It  has  become  preferable 
to  expand  to  the  west  if  a choice  is  available. 

An  estimate  of  the  cost  of  the  construction  of  the  building  made  by  the  Public 
Buildings  Administration  is  as  follows  : 


Construction  (239,275  gross  square  feet) $3,810,000 

Air  conditioning 100,  000 

Elevators  (3) 175,000 

Reservations 55,  000 

Contingencies 205,  000 

Drawings  and  specifications ] 

PBS  supervision ^ 325,000 

Office  and  administration J 


Total 4,  670,  000 


Finaucinfj. — The  appropriations  made  to  date  for  construction  establish  a 
limit  of  cost  of  $31,080,000  with  the  proviso  that  the  established  limit  of  cost 
may  be  exceeded  or  shall  be  reduced  by  an  amount  equal  to  the  percentage 
increase  or  decrease,  if  any,  in  construction  costs  generally  dating  from  October 
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1.  as  (iet»‘nninefl  l).v  the  Administrator,  General  Services  Administration. 

Such  a d(*t(‘rmination  was  made  in  October  1957  that  costs  had  increased  4.33 
pcrc(‘nt  i)y  October  1,  1957,  which  date  shortly  preceded  the  letting  of  the 
major  construction  contract  for  the  building  originally  planned.  This  percent 
im-reasc  amounts  to  $1,345,704,  thus  setting  a new  limit  of  cost  $32,425,000. 

It  is  exiM‘cted  that  tlie  addition  to  the  building  now  proposed,  as  well  as  the 
building  originally  planned  and  presently  under  construction  can  be  constructed 
f<tr  $32.2h0,()()0.  Hecause  the  proposed  addition  contemplates  the  construction 
of  larger  (piarters  than  originally  planned,  a supplementary  appropriation  in 
th(“  amount  of  $1,210, 0(K)  and  a new  limit  of  cost  of  $32,290,000  is  requested 
for  the  construction  of  the  office  building  as  originally  planned,  including  an 
addition  thereto,  and  appurtenant  facilities  including  the  acquisition  of  land. 
The  escalation  clause  in  the  1958  Appropriation  Act  would  therefore  become 
ineffec-tive. 

REASON  FOR  ADDITIONAL  SPACE  REQUIREMENT 

Mr.  T iio:mas.  I have  a note  here  to  the  effect,  ‘‘Too  small  when 
phinnetl.'' 

I )o  you  agree  with  that  ? 

Mr.  Ball.  No,  sir;  not  in  that  sense.  What  has  happened  is 
tlmt 

Mr.  Thomas.  You  did  not  think  that  the  Bureau  of  Old-Age  Sur- 
vivors Insurance  was  going  to  sit  there  and  not  grow,  did  you? 

Mr.  Ball.  We  did  not  realize  that  Congress  was  going  to  make  these 
changes  in  the  law. 

Mr.  Thomas.  Congress  has  to  keep  up  with  the  demands  of  the 
people. 

Then  you  have  the  space  requirement  for  the  present  program  and 
the  current  workload  when  first  planned  and  you  thought  you  needed 
811,000  square  feet ; is  that  correct? 

Mr.  Ball.  That  is  correct,  without  the  allowance  for  expansion. 

Mr.  Thomas.  Now  you  have  to  up  it  to  what  ? 

Mr.  Christgau.  85,000  feet  short. 

Mr.  Thomas.  You  have  it  up  about  917,000  square  feet. 

That  would  take  care  of  you  until  1963.  Do  you  think  it  will  be  big 
enough  then  ? 

You  have  163,000  square  feet  needed  and  in  that  165,000  square  feet. 

How  many  people  are  you  going  to  put  in  that  additional  space? 

Mr.  Ball.  In  the  additional  165,000  there  is  an  allowance  for  expan- 
sion of  80,000  feet  in  addition  to  the  85,000  we  are  now  short, 

Mr.  Thomas.  I have  1,700 ; is  that  correct? 

That  is  the  number  of  additional  people  you  are  going  to  put  in  the 
building? 

Mr.  Ball.  Yes,  sir. 

Mr.  Christgau.  As  Mr.  Ball  pointed  out,  this  calls  for  future 
expansion,  about  80,000  feet. 

COST  or  EXPANSION 

Mr.  Thomas.  This  expansion  will  take  care  of  an  additional  1,700 
people  and  with  the  1,700  people  you  now  have,  you  will  have  a total 
of  8.200  over  in  the  Baltimore  building  ? 

Mr.  Christgau.  Eight. 

Mr.  Thomas.  At  a total  cost  of  $32.9  million  ? 

Mr.  Kelly.  $32.29  million. 

Mr.  Thomas.  What  are  you  paying  for  this  per  square  foot? 
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Mr.  Kelly.  We  computed  the  increased  cost  at  $28  net  usable  square 
foot. 

Mr.  Thomas.  A little  bit  on  the  plush  side,  $28  a square  foot. 

What  did  the  other  part  of  the  building  cost  ? 

Mr.  Kelly.  About  $30  a net  square  foot. 

Mr.  Thomas.  Are  you  going  to  build  this  165,000  square  feet  with 

$1,200,000? 

Mr.  Kelly.  No,  sir.  The  $1,210,000  is  the  additional  amount  we 
need.  When  the  bids  were  awarded  on  this  main  project,  it  was  at  a 
lesser  cost  than  our  original  estimate,  considerably  less. 

Mr.  Thomas.  What  is  the  total  going  to  be  for  this  extra  165,000 
square  feet?  That  is  $8  a square  foot?  I thought  that  was  about 
right. 

I cannot  see  where  your  $28  figure  is  right. 

Mr.  Kelly.  $4,670,000  is  the  total  cost,  of  which  we  need  $1,210,000. 

Mr.  Thomas.  You  missed  25  percent  of  your  guess.  Is  that  pretty 
good  ? 

How  long  would  a private  contractor  stay  in  business  if  he  had  an 
overrun  of  25  percent  on  one  of  his  jobs  ? 

Mr.  Kelly.  It  actually  ran  the  other  way,  Mr.  Chairman.  This  is 
one  of  the  rare  occasions  in  which  we  seriously  overestimated  the 
needs  for  bids. 

Mr.  Thomas.  You  underestimated  it,  did  you  not  ? 

Mr.  Kelly.  No,  sir.  We  had  funds  available  to  the  tune  of 
$3,550,000  in  excess  of  what  we  used.  We  also  had  available  an  esca- 
lation clause  which  we  did  not  use  at  all.  This  building  is  being  con- 
structed at  considerably  less  than  the  estimates. 

Mr.  Thomas.  You  are  building  this  165,000  square  feet  and  sort  of 
second-guessing  ? It  is  going  to  cost  you  $4-million-plus  and  you  only 
need  $1,210,000  to  pay  for  it  ? 

Mr.  Kelly.  That  is  correct. 

Mr.  Ball.  When  you  add  the  escalation  cost  to  the  amount  pre- 
viously appropriated  the  new  limit  of  cost  is  less. 

Mr.  Thomas.  What  does  it  cost  you  per  square  foot  on  the  com- 
pleted job?  How  many  square  feet  in  the  building  and  what  will  it 
cost  you  per  square  foot  ? 

Mr.  Kelly.  The  165,000  square  foot  can  be  built  for  $4,670,000  and 
that  would  work  to  an  average  of  $28  per  square  foot  of  net  usable 
space. 

Mr.  Thomas.  How  many  square  feet  in  the  whole  building  ? 

Mr.  Ball.  1,082,000  square  feet  of  net  usable  space. 

Mr.  Thomas.  Not  net.  We  do  it  by  square  feet.  You  are  trying  to 
“net”  me  for  a little. 

Mr.  Futterman.  The  gross  square  footage  of  the  building  is  some- 
thing over  a million  and  a quarter. 

Mr.  Thomas.  1,250,000  square  feet? 

Mr.  Futterman.  The  building  currently  being  built  is  upward  of 
a million  and  a quarter  of  gross  feet,  which  would  net  us  around  917,- 
000  of  net  square  ^eet  of  office  space  and  the  addition  is  slightly  ^ '^ss 
than  a quarter  of  a million  gross  square  feet,  which  will  give  us  105,- 
003  net  square  feet. 

Mr.  Thomas.  What  is  it  costing  you  a square  foot  to  build  it, 
whether  you  use  it  or  not,  net  or  not  net  ? 
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Mr.  Futterman.  It  is  costing  roughly  $30  a square  foot  of.net  of- 
fice space  and  less  if  you  use  the  larger  figure  of  gross  footage,  which 
is 

Mr.  Thomas.  Do  not  put  it  on  a net  basis.  Put  it  on  a gross  square 
footage  basis. 

Mr.  Futterman.  We  are  calculating  that  now.  1.5  million  square 
feet  at  $20.47.^ 

Mr.  Thomas.  You  said  1.2  million  a while  ago. 

Mr.  Futterman.  1.2  million  in  the  current  building  and  a quarter 
of  a million  in  the  additional,  which  makes  1.5  million  gross  square 
feet. 

Mr.  Thomas.  What  is  the  square  foot  basis? 

Mr.  Futterman.  $20. 

Mr.  Thomas.  That  makes  a whole  lot  less  than  $30  cost,  does  it 
not? 

You  are  sure  that  you  are  not  giving  us  too  many  square  feet  in 
there  ? 

Mr.  Futterman.  No,  sir. 

TYPE  OF  BUILDING 

I think  it  should  be  said  here  that  this  is  completely  a functional 
building. 

Mr.  Thomas.  You  anticipated  me. 

It  looks  to  me  like  it  is  one  of  these  great  big  open  buildings  where 
you  have  three  or  four  hundred  people  in  one  room. 

What  will  make  it  cost  this  much?  What  is  it  made  out  of? 

Mr.  Ball.  Reinforced  concrete  construction. 

Mr.  Thomas.  It  is  an  open  building  made  for  large  assembly  rooms ; 
is  it  not  ? 

You  will  have  two  or  three  hundred  people  working  in  one  big 
room? 

Mr.  Ball.  The  whole  space  is  open  all  the  way  through  the  opera- 
tions part  of  the  building. 

Mr.  Thomas.  How  much  parking  space  do  you  have  ? 

Mr.  Christgau.  Two  thousand  cars. 

Mr.  Thomas.  How  much  ground  ? 

Mr.  Christgau.  81  acres. 

Mr.  Thomas.  Is  the  cost  of  land  in  addition  to  the  cost  of  the  build- 
ing? 

Mr.  Christgau.  That  is  included. 

Mr.  Thomas.  Included  in  it  ? What  is  the  total  cost  ? 

Mr.  Kelly.  $32.9  million. 

Mr.  Thomas.  $32.3  we  will  say. 

What  did  the  land  cost  you  ? 

Mr.  Kelly.  $425,000. 

TRAVEL  EXPENSES 

Mr.  Jonas.  I was  interested  in  knowing  why  you  need  to  spend  $3 
million  a year  on  travel.  Who  does  all  of  that  traveling  ? 

Mr.  Ball.  The  $3  million  travel  is  related  to  the  whole  operation  and 
it  is  primarily  a service  out  of  these  district  offices  to  more  remote 
points.  We  service  over  3,600  itinerant  stations  from  these  584  dis- 
trict offices.  Twice  a week  some  places — twice  a month  others,  etc. 


^ Includes  all  costs,  land,  architects  fees,  etc.. 


Mr,  Jonas.  Twice  a week  in  courthouses  ? Does  that  take  care  of 
most  of  it? 

Mr.  Ball.  Most  of  the  regular  amounts.  There  is  in  this  supple- 
mental request  money  for  training  travel,  people  who  are  newly  hired 
and  who  come  in  for  training.  That  is  in  the  supplemental. 

Mr.  Jonas.  That  is  all. 

Mr.  Thomas.  Thank  you  very  much,  gentlemen. 


Tuesday,  March  3, 1959. 

Grants  to  States  for  Public  Assistance,  Bureau  of  Public 

Assistance 

WITNESSES 

JAY  E.  BONEY,  DIRECTOR,  BUREAU  OF  PUBLIC  ASSISTANCE 
ANDREW  R.  N.  TRUELSON,  EXECUTIVE  OFFICER,  BUREAU  OF 
PUBLIC  ASSISTANCE 

MRS.  DOROTHY  B.  WEST,  CHIEF,  OPERATING  STATISTICS  BRANCH, 
DIVISION  OF  PROGRAM  STATISTICS  AND  ANALYSIS,  BUREAU  OF 
PUBLIC  ASSISTANCE 

WILLIAM  L.  MITCHELL,  COMMISSIONER  OP  SOCIAL  SECURITY 
ROY  L,  WYNKOOP,  ADMINISTRATIVE  OFFICER,  SOCIAL  SECURITY 
ADMINISTRATION 

JAMES  F.  KELLY,  DEPARTMENT  BUDGET  OFFICER 


Program  and  financing 


Fiscal  year 
1959,  presently 
available 

Fiscal  year 
1959,  revised 
estimate 

Fiscal  year  1959, 
Increase  (-f-)  or 
decrease  {— ) 

PROGRAM  BY  ACTIVITIES 

State  expenditures: 

1.  Payments  to  recipients: 

(а)  Old-age  assistance 

(б)  Aid  to  dependent  children— 

(c)  Aid  to  the  blind 

(d)  Aid  to  the  permanently  and  totally  dis- 

abled  

$1, 009, 900, 000 

515. 400. 000 
42,  200, 000 

131. 400. 000 

$1, 094, 600, 000 

583. 400. 000 
45, 400, 000 

143. 900. 000 

-f  $84, 700,  OOO 
-f68, 000,  OOO 
-f 3, 200, 000’ 

+12, 500,  OOO 

Total— 

2.  State  and  local  administration: 

(a)  Old-age  assistance 

1,  698,  900, 000 

1,  867, 300, 000 

+168,  400, 000’ 

56,  500, 000 
60, 300, 000 
3, 300, 000 

14,  900, 000 

56,  600, 000 
60,300,000 
3, 300, 000 

14,  900, 000 

(b)  Aid  to  dependent  children. 

(c)  Aid  to  the  blind 

(d)  Aid  to  the  permanently  and  totally  dis- 
abled  

Total.  

125, 000, 000 

125, 000, 000 

Total  for  all  programs 

Collections  and  adjustments  during  year 

Total  obligations  against  appropriation 

Amount  obligated  in  prior  years  for  grants  charge- 
able to  appropriation  for  current  year 

Amount  obligated  in  current  year  or  grants  charge- 
able to  appropriation  for  subsequent  year 

Total  obligations 

1,823,900,000 

-17,500,000 

1,  992,  300, 000 
-17,  500,000 

+168, 400, 000- 

1,  806, 400, 000 
-423,  493,  296 
490,  000, 000 

1,  974,  800, 000 
-423, 493,  296 
490, 000,  000 

+168, 400, 000’ 

1, 872,  906,  704 

-490, 000, 000 
423, 493,  296 

2, 041,  306,  704 

-490, 000, 000 
423, 493,  296 

+168,  400, 000’ 

Financing: 

Appropriation  available  from  subsequent  year. . 
Appropriation  available  in  prior  year 

New  obllgational  authority 

New  obllgational  authority:  Appropriation 

1,  806, 400, 000 

1,  974,  800,  000 

+168,  400, 000 

1, 806, 400, 000 

1,  974,  800, 000 

+168, 400,  OOO 
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Obligations  by  objects 


Object  classification 

Fiscal  year 
1959,  presently 
available 

Fiscal  year 
1959,  revised 
estimate 

Fiscal  year  1959, 
increase  (+)  or 
decrease  (— ) 

11  Grants,  subsidies,  and  contributions 

$1, 872, 906, 704 

$2, 041, 306, 704 

+$168,400,000 

Mr.  Thomas.  The  committee  will  please  come  to  order. 

AVe  liave  with  us  again  our  friends  from  the  Department  of  Health, 
P^ducation,  and  Welfare.  We  have  Mr.  Koney,  Director  of  the  Bu- 
reau of  Public  Assistance. 

The  supplemental  request  before  the  committee  is  for  $168,400,000 
for  grants  to  States  for  public  assistance. 

GENERAL  STATEMENT 

Do  you  have  a statement  for  us  ? 

Mr.  Roney.  Yes. 

The  Department  of  Health,  Education,  and  Welfare  is  requesting 
a supplemental  appropriation  of  $168,400,00  for  grants  to  States  for 
old-age  assistance,  aid  to  the  dependent  children,  aid  to  the  blind, 
and  aid  to  the  permanently  and  totally  disabled.  The  regular  appro- 
priation approved  by  the  Congress  for  this  purpose  was  $1,806,400,000. 

The  need  for  a supplemental  appropriation  arises  primarily  because, 
subsequent  to  the  approval  of  the  regular  appropriation,  the  Congress 
enacted  legislation  that  amended  the  substantive  provisions  of  the 
Social  Security  Act  governing  Federah financial  participation  in  pub- 
lic assistance  expenditures.  These  amendments,  which  became  effec- 
tive on  October  1,  1958,  changed  the  formulas  set  forth  in  the  Social 
Security  Act  so  as  to  increase  the  percentage  of  total  expenditures  that 
will  be  met  from  Federal  funds  during  the  last  9 months  of  the  fiscal 
year.  The  estimated  increased  cost  due  to  the  change  in  the  Federal 
share  of  public  assistance  payments  is  $125,500,000. 

The  balance  of  the  supplemental  request,  that  is  $42,900,000,  is  due 
to  a revision  in  the  estimated  number  of  recipients  of  aid  to  dependent 
children.  During  the  12  months  ended  with  December  1958,  the 
number  of  recipients  increased  at  an  average  monthly  rate  of  about 
29,000  as  compared  with  an  estimated  monthly  increase  of  6,100  pro- 
jected in  the  regular  1959  appropriation  request.  The  number  of 
recipients  in  December  1958  was  2,850,000  and  the  estimate  contem- 
plates an  average  of  2,860,000  for  the  fiscal  year. 

I should  like  to  mention  that  it  has  been  unusually  difficult  both 
for  the  States  and  for  us  to  estimate  the  total  amount  of  Federal 
funds  that  the  States  will  claim  for  the  fiscal  year.  The  1958  amend- 
ments that  I have  mentioned  were  approved  August  28,  1958,  with 
an  effective  date  of  October  1,  1958.  The  time  between  the  passage 
of  these  amendments  and  their  effective  date  was  too  short  for  most 
States  to  put  into  effect  changes  in  assistance  standards  and  payments 
before  November  or  December.  In  some  States  it  will  take  consid- 
erably longer  before  the  changes  are  fully  effective. 

Attached  to  this  opening  statement  is  a summary  table  showing  the 
grants  requirements  by  quarter. 
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Grants  to  States  foe  Public  Assistance,  Fiscal  Year  1959 

The  summary  presented  below  provides  information  on  estimated  requirements 
in  relation  to  the  regular  appropriation. 

A.  Total  requirements : 

Estimated  requirements  based  upon  revised  estimate  of 
average  number  of  recipients,  average  payments  and 


Federal  share $1,  974,  800,  000 

Regular  appropriation,  1959_^ ! 1, 806, 400,  000 


Estimated  supplemental  requirements 168, 400,  000 


B.  Requirements  by  quarter : 

Actual  grants,  1st  quarter 449,  568, 487 

Actual  grants,  2d  quarter. 499,  830,  378 

Estimated  grants,  3d  quarter 509,  801, 135 

Estimated  grants,  4th  quarter 515,  600,  000 


Total  estimated  requirements 1,  974,  800,  000 

Regular  1959  appropriation 1, 806, 400,  000 


Estimated  additional  requirements.. 168, 400, 000 


Mr.  Thomas.  That  was  a nice  statement.  Thank  you  very  much. 
I see  that  there  is  an  increase  in  old-age  assistance  of  $84,700,000; 
aid  to  dependent  children,  $68  million;  aid  to  the  blind,  $3,200,000, 
and  aid  to  the  permenantly  and  totally  disabled,  $12,500,000  which 
makes  an  increase  of  $168,400,000,  which  brings  the  sum  total  for 
the  fiscal  year  1959  for  all  categories  up  to  $1,974,800,000. 

Are  those  figures  substantially  correct  ? 

Mr.  Roney.  That  is  correct. 

JUSTIFICATION  OF  THE  ESTIMATE 

Mr.  Thomas.  We  will  insert  pages  I,  II,  III,  and  IV  in  the  record  at 
this  point. 

( The  pages  follow : ) 

Social  Security  Administration 

Grants  to  States  for  Public  Assistance,  Bureau  of  Public  Assistance,  Fiscal 


Year  1959 

Request $168, 400, 000 

Appropriation  to  date $1,  806, 400,  000 

Obligations  to  Jan.  31,  1959 $1, 449, 183,  059 

Expenditures  to  Jan.  31,  1959, $1, 281, 010,  932 


basis  for  federal  participation  in  public  assistance 

Four  titles  of  the  Social  Security  Act  are  directly  concerned  with  public 
assistance.  They  provide  for  Federal  grants-in-aid  to  all  the  States,  the  Dis- 
trict of  Columbia,  Hawaii,  Puerto  Rico,  and  the  Virgin  Islands  for  these 
puri)oses : 

Title  I.  Old  Age  Assistance. 

Title  IV.  Aid  to  Dependent  Children. 

Title  X.  Aid  to  the  Blind. 

Title  XIV.  Aid  to  the  Permanently  and  Totally  Disabled. 

The  Social  Security  Amendments  of  1958  authorized  public  assistance  grants- 
in-aid  to  Guam. 

The  programs  are  administered  directly  by  a State,  or  by  political  subdivisions 
tinder  the  supervision  of  a State. 

As  part  of  the  social  security  system,  the  primary  purpose  of  the  public  as- 
sistances programs  is  to  provide  needy  persons  with  income  to  supplement  their 
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own  resources  to  enable  them  to  secure  the  necessities  of  life,  and  to  help  them 
achieve  the  greatest  economic  and  personal  independence  possible  to  them. 

The  underlying  characteristics  of  all  four  public  assistance  programs  are 
these : They  serve  only  needy  people,  and  they  are  designed  to  meet  each  per- 
son’s need  as  determined  individually  in  accordance  with  each  State’s  standards 
of  assistance.  All  four  titles  require  the  State  to  consider  the  individual’s  other 
income  and  resources  in  making  that  determination.  In  this  fundamental  re- 
8i>ect.  these  programs  differ  from  other  income-maintenance  programs  estab- 
lished under  the  Social  Security  Act.  In  determining  an  individual’s  rights  to 
old-age  and  survivors’  insurance  or  unemployment  compensation,  for  example, 
his  eligibility  and  benefit  payments  are  dependent  on  factors  relating  to  previous 
earnings  and  employment. 

The  Social  Security  Act  defines  the  scope  of  Federal  participation,  but  does 
not  limit  the  breadth  of  State  operations.  The  State  may  claim  Federal  money 
only  to  help  needy  people  who  are  not  inmates  of  public  institutions  (except 
as  patients  in  public  medical  hospitals  other  than  mental  or  tuberculosis  hos- 
pitals), and  who  meet  certain  other  eligibility  conditions.  The  State’s  pay- 
ments to  assistance  recipients  for  maintenance  must  be  in  the  form  of  money. 
Medical  costs  may  be  included  in  the  money  payment  or  paid  by  the  agency 
directly  to  the  medical-care  suppliers.  The  extent  of  Federal  financial  partici- 
l)ation  is  specified  in  the  Social  Security  Act,  as  amended.  The  amount  of  the 
Federal  grant  is  based  on  (1)  expenditures  for  assistance  in  the  form  of  money 
payments,  (2)  expenditures  for  assistance  in  the  form  of  medical  or  remedial 
care,  and  (3)  costs  of  State  and  local  administration.  The  Federal  share  is 
dependent  upon  and  determined  by  the  expenditures  of  the  States  according  to 
the  fonnulas  specified  in  the  Social  Security  Act. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

For  the  fiscal  year  1959,  the  Congress  approved  an  appropriation  of  $1,806,- 
400,000  for  grants  to  States  for  old-age  assistance,  aid  to  dependent  children, 
aid  to  the  blind,  and  aid  to  the  permanently  and  totally  disabled.  To  meet 
requirements  of  States  for  this  purpose  for  the  fiscal  year,  it  is  estimated  that 
a supplemental  appropriation  of  $168,400,000  will  be  needed  because  of  changes 
in  Federal  legislation  (Public  Law  85-840)  raising  the  Federal  share  of  assist- 
ance and  an  increase  in  the  number  of  recipients  of  aid  to  dependent  children 
beyond  that  anticipated  when  the  regular  appropriation  was  made. 

Under  the  provisions  of  the  Social  Security  Act,  all  grants  are  certified  to 
the  Treasury  Department  prior  to  the  beginning  of  a quarter  unless  there  are 
instances  of  pending  questions  of  conformity,  unavailability  of  Federal  funds, 
or  failure  of  a State  to  submit  necessary  reports.  Thus,  the  obligations  of 
$1,449,183,059  through  January  31,  1959,  include  obligations  for  grants  to  States 
for  the  quarters  ended  September  30,  and  December  31,  1958,  as  well  as  a 
major  portion  of  the  grants  for  the  quarter  ending  March  31,  1959.  Funds 
required  for  the  quarter  ending  June  30,  1959,  which  include  the  supplemental 
request  of  $168,400,000,  should  be  obligated  for  the  entire  quarter  in  March. 
April  payments  are  due  in  the  States  between  March  10  and  March  20;  May 
payments  are  due  between  April  10  and  April  20 ; and  June  payments  between 
May  10  and  May  20.  The  system  of  grants  established  under  the  public  assist- 
ance titles  of  the  Social  Security  Act  provides  for  advances  to  States  on  the 
basis  of  quarterly  estimates  and  for  adjusting  the  amounts  granted  by  adding 
to  or  deducting  from  subsequent  grants  on  the  basis  of  the  States’  actual  ex- 
penditures. Thus,  all  grant  operations  are  on  a quarterly  basis  except  that 
payments  to  States  are  scheduled  in  monthly  installments.  Any  balance  of 
funds  not  granted  to  States  at  the  end  of  a fiscal  year  reverts  to  the  United 
Sates  Treasury. 

Justification  of  supplemental  amount  requested  for  grants  to  States  for  public 

assistance,  fiscal  year  1959 


Regular  appropriation,  1959  fiscal  year $1,  806,  400,  000 

Supplemental  appropriation  requested,  1959  fiscal  year — 168,  400, 000 

Total  budget  estimate,  1959  fiscal  year 1»  974,  800, 000 


In  accordance  with  the  antideficiency  provision  in  paragraph  2 of  subsection 
(e)  of  section  3679  of  the  Revised  Statutes,  as  amended,  a report  was  made 
on  September  8,  1958,  to  the  President  of  the  Senate  and  the  Speaker  of  the 
House  by  the  Director  of  the  Bureau  of  the  Budget.  This  report  stated  that 
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approval  of  the  apportionment  of  grants  to  States  for  public  assistance  indicated 
the  necessity  for  a supplemental  appropriation. 

PROGRAM  TRENDS 

The  Department  of  Health,  Education,  and  Welfare  is  requesting  a supple- 
mental appropriation,  under  the  provisions  of  titles  I,  IV,  X,  and  XIV  of  the 
Social  Security  Act,  of  $168,400,000  for  grants  to  States  for  old-age  assistance, 
aid  to  dependent  children,  aid  to  the  blind,  and  aid  to  the  permanently  and 
totally  disabled,  in  addition  to  the  regular  appropriation  of  $1,806,400,000  previ- 
ously made  available  for  this  purpose.  The  need  for  a supplemental  appro- 
priation arises  primarily  because,  subsequent  to  approval  of  the  regular  appro- 
priation, legislation  that  increased  the  Federal  share  of  assistance  payments 
v^as  enacted  (Public  Lavs^  85-840).  In  addition,  the  estimated  number  of  re- 
cipients of  aid  to  dependent  children,  based  on  recent  program  trends,  exceeds 
the  number  included  in  the  estimate  supporting  the  regular  appropriation.  The 
factors  accounting  for  the  supplemental  request  for  1959 — all  of  which  occurs  in 
assistance  payments — and  the  amount  attributable  to  each  factor  are  as  follows : 


1.  Additional  needs  based  on  recent  program  trends +$42,  900,  000 

2.  Additional  costs  resulting  from  1958  amendments  to  public  as- 

sistance titles,  after  giving  account  to  decreases  in  cost  result- 
ing from  1958  amendments  to  old-age,  survivors,  and  disabil- 
ity insurance  program +125, 500, 000 


Total +168,400,000 


Following  is  a brief  statement  about  each  of  the  items  shown  in  the  foregoing 
tabulation : 

Additional  needs  tased  on  recent  program  trends. — Of  the  supplemental  re- 
quest, $42,900,000  is  due  to  the  fact  that  the  number  of  recipients  of  aid  to  de- 
pendent children  was  underestimated  when  the  original  1959  budget  estimates 
were  prepared. 

From  June  1957  through  September  1958,  the  number  of  recipients  of  aid  to 
dependent  children  increased  by  373,000,  an  average  monthly  rate  of  almost 
25,000.  The  monthly  rate  of  increase  projected  in  the  regular  1959  appropria- 
tion request  was  only  6,100,  based  on  program  trends  through  June  1957. 

Additional  pul)lic  assistance  costs  resulting  from  1958  amendments  to  Social 
Security  Act. — The  1958  amendments  to  the  Social  Security  Act  made  changes 
in  the  formulas  governing  Federal  financial  participation  in  public  assistance 
payments  that  increased  the  percentage  of  total  expenditures  for  such  payments 
to  be  met  from  Federal  funds.  Amendments  to  the  old-age  survivors,  and  dis- 
ability insurance  provisions  of  the  act,  also  enacted  in  1958,  will  have  the  effect 
of  reducing  public  assistance  costs  below  what  they  would  otherwise  have  been. 
The  net  effect  of  these  amendments  is  an  estimated  increase  of  $125.5  million 
in  the  Federal  share  of  public  assistance  payments.  The  largest  part  of  the 
increase  is  due  to  the  fact  that  the  Federal  Government  will  pay  a larger  percent 
of  assistance  expenditures,  so  that  the  Federal  amount  would  increase  even  if 
States  did  not  increase  the  numbers  of  recipients  or  assistance  payments.  It 
is  expected,  however,  that  States  will  raise  assistance  payments,  and  that  Fed- 
eral funds  will  thus  be  further  increased.  As  assistance  standards  go  up,  more 
people  will  be  eligible  to  receive  aid  and  recipient  loads  also  will  thus  be  larger 
than  they  would  otherwise  have  been. 

ADDITIONAL  COSTS  RESULTING  FROM  AMENDMENTS  TO  PUBLIC  ASSISTANCE 

TITLES 

Mr.  Thomas.  You  say  on  page  3 : 

Additional  costs  resulting  from  1958  amendments  to  public  assistance  titles, 
after  giving  account  to  decreases  in  cost  resulting  from  1958  amendments  to 
old-age,  survivors,  and  disability  insurance  program,  $125,500,000. 

These  figures  are  your  best  estimates  based  upon  your  calculations. 
We  will  insert  pages  6 and  7 in  the  record  and  8 and  9. 

(YliC  pages  referred  to  follow :) 
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Ta  BLK  2. — Old-age  assistance:  Estimates  of  total  expenditures  of  the  States  for  assist- 
ance paym'^nts  and  administration^  and  the  Federal  share  thereof,  for  fiscal  years 
1958  and  1959 


Purpose 

Fiscal  year 
1958  actual 

Fiscal  year 
1959  estimate 

Increase  (+)  or 
decrease  (— ) 
1959  compared 
with  1958 

Amomit  for  assistance  and  administration: 

Total 

$1. 911. 216. 652 
$1, 058, 290,  Oil 

$1, 798, 374, 143 

$1, 002, 076, 981 
55.7 

$112,  842,  509 
$56,  213.  0.30 
2, 481. 954 
$60. 38 

$1. 995. 900, 000 
$1. 151. 100, 000 

$1, 882, 900, 000 

$1, 094, 600, 000 
58.1 

$113. 000, 000 
$56,  500.  000 
2,  442, 100 
$64.  25 

+$84. 683. 348 
+$92. 809. 989 

+$84, 525. 857 

+$92,523,019 

Federal  share 

Amo’int  for  assistance  payments: 

Total 

Federal  share: 

Amount 

Percent 

Amount  for  administration: 

Total 

+$157,  491 
+$286, 970 
-39.  8.54 
+$3.87 

Federal  share 

Average  monthly  number  of  recipients 

Average  monthly  payments 

Table  3. — Aid  to  dependent  children:  Estimated  of  tot'’’!  expenditures  of  the  States 
for  assistance  payments  and  admini  tration,  and  the  Federal  share  thereof,  for  the 
psc  I years  1958  and  1959 


Purpose 

Fiscal  year 
1958  actual 

Fiscal  year 
1959  estimate 

Increase  (+)  or 
decrease  (— ) 
1959  compared 
with  1958 

Am^'iint  for  assistance  and  administration: 

T tal 

$902,  950, 934 

$1,061,600. 000 

+$158,  649,  066 

Federal  s’  are 

$530,872,183 

$633,  700, 000 

+$102,827,817 

Amount  f '>r  assistance  payments: 

T^td 

$815, 195,  939 

$961, 000, 000 

+.$145,804,061 

Federal  s^are: 

Am  unt 

$486, 997, 394 

$583, 400.  000 

+$96, 402, 606 

Percent 

59.7 

60.  7 

Amount  for  administration: 

T't'^1 

$87, 754, 995 

$100,  600, 000 

+$12, 845, 005 

Federal  s''are 

$43,  874,  789 

$50, 300, 000 

+$6, 425, 211 

Avei^ee  monthly  number  of  recipients: 

Families 

679, 476 

764. 000 

+84.  524 

C’  ildren 

1,  945,  244 

2,188, 000 

+242. 7.56 

Persons 

2,  541,959 

2, 860, 000 

+318,041 

Averasre  mr<Tit''ly  payments: 

Per  fomilv 

$99.  P8 

$104.  80 

+$4. 82 

Per  person 

$26.  72 

$2aoo 

+$1.  28 

Table  4. — Aid  to  the  blind:  Estimates  of  tot^l  expenditures  of  the  States  for  assistance 
payments  and  administration,  and  the  Federal  share  thereof,  for  fiscal  years  1958 
and  1959 


Purpose 

Fiscal  year 
1958  actual 

Fiscal  year 
1959  estimate 

Increase  (+)  or 
decrease  (— ) 
1959  comnared 
with  1958 

Amount  for  assistance  and  administration: 

Total  

$92, 549, 367 
$44, 324, 738 

$85, 396, 735 

$41,082,667 

48.1 

$7, 152, 632 
$3, 242, 071 
108, 264 
$65.73 

$97,700,000 
$48, 700, 000 

$90, 400, 000 

$45, 400, 000 
50.2 

$7,300,000 

$3,300,000 

108,800 

$69.25 

+$5, 150, 633 
+$4, 375, 262 

+$5,003,226 

+$4,317,333 

Federal  share 

Amount  for  assistance  payments: 

Total  - - 

Federal  share: 

Amount 

Porpent  

Amount  for  administration: 

Total.  

+$147,368 
+$57, 920 
+536 
+$3.52 

Federal  share 

Average  monthly  number  of  recipients 

Average  monthly  pasrmente 
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Table  5. — Aid  to  the  ■permanently  and  totally  disabled:  Estimates  of  total  exvendi- 
tures  of  the  States,  for  assistance  payments  and  administration,  and  the  Federal 
share  thereof,  for  fiscal  years  1958  and  1959 


Purpose 

Fiscal  year 
1958  actual 

Fiscal  year 
1959  estimate 

Increase  (4-)  or 
decrease  (— ) 
1959  compared 
with  1958 

Amount  for  assistance  and  administration: 

Total. 

$238,  236,  668 

$290,  500, 000 

-f  $52,  263, 332 

Federal  share 

$124, 639,  773 

$158, 800, 000 

+$34, 160,  227 

Amount  for  assistance  payments: 

Total. 

$212,  209, 016 

$260,  700, 000 

+$48, 490,  984 

Federal  share: 

Amount  

$111, 661,  922 

$143,  900, 000 

+$32, 238, 078 

Percent 

52.6 

55.2 

Amount  for  administration: 

Total 

$26, 027,  652 

$29, 800, 000 

+$3.  772, 348 

Federal  share 

$12,  977,  851 

$14,  900, 000 

+$1, 922, 149 

Average  monthly  number  of  recipients 

295, 056 

336, 000 

+40,  944 

Average  monthly  payments..  

$59. 93 

$64.  65 

+$4. 72 

Mr.  Thomas.  How  far  off  do  you  think  your  estimates  are  ? 

Mr.  Roney.  As  far  as  we  can  tell  they  are  realistic. 

Mr.  Thomas.  You  made  these  estimates  about  60  or  90  days  ago  ? 

Mr.  Roney.  Yes. 

Mr.  Thomas.  Has  your  experience  in  the  month  of  February  in- 
dicated any  slight  error  in  your  estimates  ? 

Mr.  Roney.  They  still  seem  to  be  approximately  right,  except  I 
should  say  it  is  particularly  difficult  this  year  because  of  the  State 
legislatures  being  in  regular  session.  If  they  change  State  appropria- 
tions, this  can  immediately  affect  the  amount  of  Federal  participation- 
It  is  hard  to  predict. 

Mr.  Thomas.  You  must  act  accordingly  with  your  matching  funds? 

Mr.  Roney.  Yes. 

Mr.  Thomas.  These  are  no-year  funds,  or  are  they  all  fiscal  year 
1959? 

Mr.  Truelson.  Fiscal  year  1959. 

Mr.  Thomas.  This  is  cash.  It  is  not  out  of  your  revolving  fund. 
This  is  your  appropriation  language : 

For  an  additional  amount  for  “Grants  to  States  for  public  assistance.” 

If  you  have  any  left  over  it  goes  back  to  the  Treasury? 

Mr.  Truelson.  That  is  right. 

Mr.  Jonas.  You  would  say  it  is  undoubtedly  true  that  the  funds  re- 
quired for  this  program  would  have  been  considerably  larger  had  not 
the  most  recent  amendments  to  the  Social  Security  Act  gone  into 
effect  ? 

Mr.  Roney.  Undoubtedly.  For  example,  $125,500,000  is  attributa- 
ble to  the  new  amendments,  and  that  estimate  is  lower  by  about 
$12,500,000  than  it  otherwise  would  have  been  had  not  the  social  se- 
curity old-age  and  survivors  insurance  amendments  been  passed  Then 
there  is  the  regular  effect  that  the  social  security  program  of  old-age 
and  survivors  insurance  is  having  on  old-age  assistance  right  along. 
The  number  of  recipients  is  slowly  going  down.  Even  in  the  face  of 
rising  aged  population  it  is  going  down.  The  rate  per  thousand  of 
aged  population,  for  example,  of  persons  receiving  old-age  assistance 
is  continually  going  down. 
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Mr.  Jonas.  How  about  the  number  of  beneficiaries  ? 

^fr.  Roney.  The  number  is  slowly  going  down.  About  2,000  a 
month  for  the  Nation  through  the  year.  One  of  the  factors  is  with 
those  remaining  old-age  assistance  the  payments  are  larger,  so  you 
have  an  ofi'setting  factor  there. 

Mr.  Jonas.  So  you  would  say  it  is  undeniably  true  that  the  funds 
required  for  this  program  would  have  been  considerably  larger  had 
not  the  most  recent  amendments  to  the  Social  Security  Act  gone  into 
effect? 

Mr.  Roney.  Undoubtedly. 

^Ir.  Thomas.  Thank  you  very  much. 


Tuesday,  March  3, 1959. 

Grants  to  States  for  Maternal  and  Chh.d  Welfare 

WITNESSES 

MRS.  KATHERINE  B.  OETTINGER,  CHIEF,  CHILDREN’S  BUREAU 
DR.  ARTHUR  J.  LESSER,  DIRECTOR,  DIVISION  OF  HEALTH  SERVICES, 
CHILDREN’S  BUREAU 

GORDON  FORTNEY,  ADMINISTRATIVE  OFFICER,  CHILDREN’S  BU- 
REAU 

WILLIAM  L.  MITCHELL,  COMMISSIONER  OF  SOCIAL  SECURITY 
ROY  L.  WYNKOOP,  ADMINISTRATIVE  OFFICER,  OFFICE  OF  COMMIS^ 
SIONER 

Program  and  financing 


Presently 

available, 

1969 

Revised 

estimate, 

1959 

Increase 

Program  by  activities:! 

1.  Maternal  and  child  health  services 

2.  Crippled  children's  services 

3.  Child  welfare  services i 

$16, 500, 000 

15. 000.  000 

12. 000.  000 

$16, 500, 000 
16, 500, 000 
12, 000, 000 

S 

$1,600,000 

New  obligational  authority 

New  obligational  authority: 

Appropriation 

43, 500, 000 

45, 000, 000 

1, 600, 000 

43, 500, 000 

43, 500, 000 
1, 500, 000 

Supplemental  required  for  crippled  children's  services 

Appropriation  (adjusted) — 

1, 600, 000 

43, 500,000 

45,000, 000 

1,500,000 

Object  classification 


Presently 

Revised 

available. 

estimate, 

Increase 

1959 

1959 

11  Grants,  subsidies,  and  contributions 

$43,500. 000 

$45,000,  OOQ 

$1. 500, 000 

Mr.  Thomas.  We  will  now  hear  the  Children’s  Bureau  for  grants 
to  States  for  maternal  and  child  welfare. 

You  are  asking  for  a supplemental  of  $1,500,000.  Your  regular  ap- 
propriation was  $43,500,000. 
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GENERAL  STATEMENT 

Your  prepared  statement  will  be  inserted  in  the  record  at  this  point. 

(Yhe  statement  follows:) 

Opening  Statement  by  Chief  of  Chiedren’s  Bureau,  Social  Security  Admin- 
istration, 1959  Supplemental  Estimate  for  Grants  to  States  for  Maternal 

AND  Child  Welfare,  Children’s  Bureau 

This  proposed  supplemental  appropriation  of  $1,500,000  is  to  provide  emergency 
funds  exclusively  for  services  to  children  with  congenital  heart  disease  under  the 
program  of  services  for  crippled  children  as  provided  under  title  V of  the  Social 
Security  Act,  as  amended.  Eecent  advances  in  medical  techniques  have  made  it 
possible  to  save  the  lives  of  many  children  with  congenital  heart  disease  pre- 
viously considered  incurable.  The  increase  in  the  number  of  children  seeking 
treatment  has  resulted  in  a serious  backlog  of  applications. 

Under  title  V of  the  Social  Security  Act  the  Bureau  administers  grants  to 
States  for  three  programs : Part  1,  maternal  and  child  health  services , part  2, 
crippled  children’s  services ; part  3,  child  welfare  services.  For  these  programs 
the  Bureau  develops  policies,  reviews  and  approves  State  plans  and  budgets  and 
provides  technical  assistance  to  State  agencies  in  carrying  out  their  plans. 

The  grants  to  the  States  for  services  for  crippled  children  are  for  the  purpose 
of  “enabling  each  State  to  extend  and  improve  * * * services  for  locating  crip- 
pled children,  and  for  providing  medical,  surgical,  corrective  and  other  services 
and  care,  and  facilities  for  diagnosis,  hospitalization  and  aftercare  for  children 
who  are  crippled  or  who  are  suffering  from  conditions  which  lead  to  crip- 
pling 

The  appropriation  for  grants  to  States  for  services  for  crippled  children  for 
the  current  fiscal  year  is  $15  million. 

The  social  security  amendments  of  1958,  enacted  August  28,  1958,  increased 
the  annual  authorization  for  grants  for  crippled  children’s  services  from  $15 
million  to  $20  million,  thereby  making  possible  an  increase  in  the  appropriation. 

It  is  proposed  that  the  supplemental  appropriation  requested  be  earmarked  for 
services  for  children  with  congenital  heart  disease.  To  insure  the  most  effective 
utilization  of  the  funds  it  is  also  proposed  that  the  appropriation  remain  avail- 
able until  June  30,  1960. 

It  has  been  estimated  that  about  50,000  infants  are  born  each  year  with  some 
form  of  congenital  heart  disease.  In  testimony  before  the  House  Ways  and 
Aieans  Committee  concerning  the  1958  amendments  to  the  Social  Security  Act,  it 
was  Stated  that  it  is  now  possible  to  cure  80  percent  of  these  children  by  surgery. 
If  not  treated,  many  congenital  malformations  of  the  heart  are  fatal.  The  num- 
ber of  children  with  congenital  heart  disease  receiving  medical  services  under 
the  State  crippled  children’s  programs  has  increased  sharply  since  1950,  from 
2,000  in  that  year  to  8,000  in  1956  and  10,000  in  1957.  The  number  of  children 
seeking  care  is  increasing  in  response  to  the  development  of  new  operations, 
particularly  open-heart  surgery,  for  types  of  congenital  heart  disease  hitherto 
considered  inoperable.  The  cost  of  care  is  high,  averaging  about  $2,500  for 
children  receiving  open-heart  surgery. 

J^e  development  of  an  operation  for  so-called  blue  babies  a little,  over  10 
years  ago  made  possible  for  the  first  time  successful  treatment  of  one  type  of 
congenital  heart  disease.  This  was  followed  by  additional  new  surgical  pro- 
cedures, the  latest  being  the  open-heart  surgery  technique.  This  most  recent 
and  dramatic  surgical  procedure  has  resulted  in  rapidly  increasing  applications 
for  the  care  of  children  with  types  of  congenital  heart  disease  not  hitherto  oper- 
able. Since  not  all  States  have  the  specially  trained  physicians  and  equipped 
hospitals  to  do  this  work,  special  project  grants  in  the  amount  of  $330,000  have 
been  made  to  five  States  to  pay  for  the  care  of  out-of-State  children  in  special 
cardiac  centers.  These  funds  are  being  used  to  provide  services  to  children  from 
any  State  who  for  one  reason  or  another  cannot  get  care  in  their  own  State. 
These  usually  are  the  most  complicated  cases.  These  centers  are  located  in 
California,  Illinois,  Maryland,  Minnesota,  and  Texas. 

The  five  regional  heart  centers  have  exhausted  all  of  the  funds  made  available 
for  1959  because  of  the  large  number  of  ca$es  admitted  for  care  to  date.  No 
new  cases  can  be  accepted  during  the  remainder  of  the  year.  If  a supplemental 
appropriation  of  $1.5  million  becomes  available,  25  percent  or  $375,000  would  be 
allpted  for  special  project  grants  to  the  five  States  haying  regional  heart  centers. 
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Tho  r(*main(ler  would  be  distributed  to  tbe  States  in  accordance  with  established 
procodur(‘s  to  purchase  care  for  children  with  con.£renital  heart  disease  at 
facilities  witliin  their  own  State  and  from  the  regional  heart  centers.  At  least 
13  States  (other  than  those  with  regional  centers)  have  hospitals  which  are  now 
doin':  open-heart  surgery,  and  the  number  is  increasing.  We  are  now  in  a period 
of  the  most  rapid  growth  in  requests  for  these  services  as  knowledge  about 
these  oj)erations  becomes  more  widespread.  Without  additional  funds  the  back- 
log of  case«  will  continue  to  grow  rapidly  and  for  some  of  the  children  delay 
may  be  fatal. 


Mrs.  ( Iettinher.  We  are  seeking  a supplemental  that  will  be  ear- 
marked for  children  with  congenital  heart  disease,  and  to  assure  its 
most  effective  utilization  we  propose  this  appropriation  remain  avail- 
able until  June  30, 1960. 

Mr.  Ttiotuas.  You  want  this  appropriation  to  remain  through  the 
fiscal  year  1960? 

Mrs.  Oetttnger.  Yes. 

Mr.  Thomas.  Tell  us  about  the  Bureau  and  what  you  are  doing. 
You  are  doing  a great  work.  What  is  your  workload?  Wliat  is  the 
national  scope?  How  much  progress  are  you  making  and  so  forth? 

Mrs.  Oetttnger.  We  will  concentrate  on  the  crippled  children  since 
the  congenital  heart  disease  situation  is  a part  of  that  program.  We 
have  $15  million  for  the  program.  This  is  distributed  to  the  States 
in  accordance  with  the  formula.  These  children  who  are  served 
under  the  crippled  children’s  program  are  not  only  suffering  from 
orthopedic  defects,  but  many  other  crippling  conditions. 

Mr.  Thomas.  How  much  money  does  the  average  State  put  up  per 
child? 

Mrs.  Oetttnger.  By  mandate  every  State  must  put  up  $1  for  each 
dollar  of  the  Federal  A fund  in  its  apportionment.  Then  there  are 
special  funds  for  special  projects  called  the  B fund,  which  amount 
to  about  half  of  the  total  of  the  $15  million  appropriation. 

Dr.  Lesser.  May  I interpolate?  Although  in  the  aggregate  the 
States  are  required  to  match  one-half  of  the  $15  million,  actually 
last  vear  the  expenditures  for  this  program  by  the  States  amounted 
to  $52  million  in  Federal,  State,  and  local  funds.  Of  this  money, 


$15  million  was  Federal  funds. 

Mr.  Thomas.  Suppose  that  you  have  a case  in  X State.  Is  there 
any  limit  to  the  amount  of  funds  you  will  spend  on  that  particular 
case  ? 

Dr.  Lesser.  Xo.  That  is  left  up  to  the  State  crippled  children 
agency  to  make  its  decision. 

"Mr.  Thomas.  As  long  as  the  agency  thinks  it  can  do  the  job  they 
doit? 

Dr.  Lesser.  Yes.  It  is  all  in  accord  with  their  approved  State  plan. 


justhtcation  of  the  estimate 

Mr.  Thomas.  We  will  insert  into  the  record  pages  1 and  2 of  the 
justifications;  also  5 and  6. 

(The  pages  referred  to  follow :) 

Grants  to  States  for  Maternal  and  Child  Welfare 


“For  an  additional  amount  for  ‘Grants  to  States  for  maternal  and  child  wel- 
fare’, $1,500,000,  to  remain  avftilaUe  until  June  30,  I960:  Provided,  That  the 
limitation  under  this  head  in  the  Department  of  Health,  Education,  and  Welfare 
Appropriation  Act,  1959,  on  the  amount  availaUe  for  services  for  crippled  chih 
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dren  is  increased  from  ^$15,000,000’  to  ^$16,500,0000’:  Provided  further,  That  the 
foregoing  amount  shall  be  available  to  and  expended  by  the  tStates  07ily  for  the 
purpose  of  providing  necessary  services  to  children  icith  congenital  heart  disease: 
Provided  further,  That  the  allotments  made  to  the  States  out  of  such  $1,500,000, 
shall  otherwise  be  deemed  part  of  their  allotments  under  title  V,  part  2,  section 
512  of  the  Social  Security  Act,  as  amended  U.S.C.,  ch.  7,  subch.  V)  {Depart- 
ment of  Health,  Education,  and  Welfare  Appropriation  Act,  1959).” 


Appropriated,  1959 — $43,  500,  000 

Supplemental  estimate,  1959 — 1»  500,  000 

Revised  estimate  1959 45,  000,  000 


EXPLANATION  OF  LANGUAGE 

It  is  proposed  that  this  supplemental  appropriation  remain  available  until 
June  30,  1960,  to  insure  the  most  effective  utilization  of  the  funds  for  the  purpose 
for  which  they  are  earmarked. 

The  first  proviso  '■'Provided,  that  such  $1,500,000  shall  be  available  to  and  ex- 
pended by  the  States  only  for  the  purpose  of  providing  necessary  services  to 
children  with  congenital  heart  disease:”  is  to  insure  that  the  additional  funds 
are  used  only  for  the  care  of  children  with  congenital  heart  disease. 

The  second  proviso  "Provided  further,  that  the  allotments  made  to  the  States 
out  of  such  $1,500,000  shall  otherwise  be  deemed  part  of  their  allotments  under 
Title  V,  part  2,  section  512  of  the  Social  Security  Act,  as  amended  (li2  U.S.C., 
ch.  7,  subch.  V.)”  is  inserted  to  insure  that  State  expenditures  otherwise  available 
for  matching  and  coming  within  the  definition  of  the  State  crippled  children's 
plans  may  be  used  to  match  Federal  funds  made  available  by  this  supplemental. 
Eligible  matching  funds,  therefore,  would  not  be  limited  to  State  expenditures 
for  congenital  heart  services. 

JUSTIFICATION  FOR  1959  SUPPLEMENTAL  REQUEST 

The  legal  authority  under  which  the  Children’s  Bureau  serves  the  children  of 
the  United  States  is  contained  in  the  basic  act  of  April  9,  1912,  creating  the 
Bureau  (42  U.S.C.,  ch.  6)  and  in  title  V of  the  Social  Security  Act  under  dele- 
gations by  the  Secretary  of  the  Department  of  Health,  Education,  and  Welfare 
and  the  Commissioner  of  Social  Security  (42  U.S.C.,  ch.  7,  subch.  V). 

Under  title  V of  the  Social  Security  Act  the  Bureau  administers  grants  to 
States  for  three  programs : Part  1,  maternal  and  child  health  services ; part  2, 
crippled  children’s  services;  part  3,  child  welfare  services.  For  these  programs 
the  Bureau  develops  policies,  reviews  and  approves  State  plans  and  budgets,  and 
provides  technical  assistance  to  State  agencies  in  carrying  out  their  plans. 

The  grants  to  the  States  for  services  for  crippled  children  are  for  the  purpose 
of  “enabling  each  State  to  extend  and  improve  * * * services  for  locating  crip- 
pled children,  and  for  providing  medical,  surgical,  corrective,  and  other  services 
and  care,  and  facilities  for  diagnosis,  hospitalization,  and  aftercare  for  children 
who  are  crippled  or  who  are  s uffering  from  conditions  which  lead  to 
crippling  * * 

The  appropriation  for  grants  to  States  for  services  for  crippled  children  for 
the  current  fiscal  year  is  $15  million. 

The  Social  Security  Amendments  of  1958,  enacted  August  28,  1958,  increased 
the  annual  authorization  for  grants  for  crippled  children’s  services  from  $15 
million  to  $20  million,  thereby  making  possible  an  increase  in  the  appropriation. 

A supplemental  appropriation  is  requested  for  crippled  children’s  services  for 
1959  of  $1.5  million,  to  be  earmarked  for  services  for  children  with  congenital 
heart  disease.  To  insure  the  most  effective  utilization  it  is  proposed  that  the 
funds  appropriated  remain  available  until  June  30,  1960.  This  supplemental 
appropriation  is  proposed  to  meet  emergent  needs  in  the  crippled  children’s  pro- 
grams of  the  States  in  relation  to  children  with  congenital  heart  disease. 

It  has  been  estimated  that  about  50,000  infants  are  born  each  year  with 
some  form  of  congential  heart  disease.  In  testimony  before  the  House  Ways 
and  Means  Committee  concerning  the  1958  amendments  to  the  Social  Security 
Act,  it  was  stated  that  it  is  now  possible  to  cure  80  percent  of  these  children  by 
surgery.  If  not  treated,  many  congenital  malformations  of  the  heart  are  fatal. 
The  number  of  children  with  congenital  heart  disease  receiving  medical  services 
under  the  State  crippled  children’s  programs  has  increased  sharply  since 
1950,  from  2,000  in  that  year  to  8,000  in  1956  and  10,000  in  1957.  The  number 
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of  <*hildren  seeking  care  is  increasing  in  response  to  the  development  of  ne^v 
operations,  particularly  open-heart  surgery,  for  types  of  congenital  heart  disease 
iiitherto  considered  inoperable.  The  cost  of  care  is  high,  averaging  about  $2,500 
for  children  receiving  open-heart  surgery. 

The  development  of  an  operation  for  so-called  blue  babies  a little  over  10 
years  ago  made  possible  for  the  first  time  successful  treatment  of  one  type  of 
congenital  heart  disease.  This  was  followed  by  additional  new  surgical  pro- 
cedures, the  latest  being  the  open-heart  surgery  technique.  This  most  recent 
and  dramatic  surgical  procedure  has  resulted  in  rapidly  increasing  applications 
for  the  care  of  children  with  types  of  congenital  heart  disease  not  hitherto 
operable.  Since  not  all  States  have  the  specially  trained  physicians  and  equipped 
hospitals  to  do  this  work,  the  Children’s  Bureau  has  made  available  special 
project  grants  to  five  States  to  pay  for  the  care  of  ont-of-State  children  in 
special  cardiac  centers. 

In  addition  to  regular  allotments  of  funds  for  this  fiscal  year,  $330,000  is 
provided  for  use  in  five  regional  heart  centers  for  children  from  any  State 
who  for  one  reason  or  another  cannot  get  care  in  their  own  State.  These  usually 
are  the  most  complicated  cases.  These  centers  are  located  in  California,  Illi- 
nois, Maryland,  Minnesota,  and  Texas. 

The  five  regional  heart  centers  have  exhausted  all  of  the  funds  made  avail- 
able for  1959  because  of  the  large  number  of  cases  admitted  for  care  to  date. 
No  new  cases  can  be  accepted  during  the  remainder  of  the  year.  If  a supple- 
mental appropriation  of  $1.5  million  becomes  available,  25  percent  or  $375,000 
would  be  allotted  for  special  project  grants  to  the  five  States  having  regional 
heart  centers.  The  remainder  would  be  distributed  to  the  States  in  accord- 
ance with  established  procedures  to  purchase  care  for  children  with  congenital 
heart  disease  at  facilities  within  their  own  State  and  from  the  regional  heart 
centers.  At  least  13  States  (other  than  those  with  regional  centers)  have  hos- 
pitals which  are  now  doing  open-heart  surgery,  and  the  number  is  increasing. 
We  are  now  in  a period  of  the  most  rapid  growI;h  in  requests  for  these  services 
as  knowledge  about  these  operations  becomes  more  widespread.  Without  addi- 
tional funds  the  backlog  of  cases  will  continue  grow  rapidly  and  for  some 
of  the  children  delay  may  be  fatal. 


REASON  FOR  PROPOSED  SUPPLEMENTAL  FOR  19  5 9 

Mr.  Thomas.  Your  language  is  somewhat  ambignous.  The  $1,500,- 
000  is  not  going  to  your  five  regional  centers.  Only  $375,000  is  going 
to  your  five  regional  centers,  and  the  remainder  of  the  $1,500,000  goes 
to  your  various  States.  But  your  $375,000  goes  to  your  five  hospitals 
which  are  located  in  Texas,  Minneapolis,  Maryland,  Illinois,  and 
California. 

Y ou  say  on  page  5 of  your  appropriations : 


A supplemental  appropriation  is  requested  for  crippled  children’s  services  for 
1959  of  $1,500,000,  to  be  earmarked  for  services  for  children  with  congenital 
heart  disease.  To  insure  the  most  effective  utilization  it  is  proposed  that  the 
funds  appropriated  remain  available  until  June  30,  1960.  This  supplemental 
appropriation  is  proposed  to  meet  emergency  needs  in  the  children’s  programs  of 
the  States  in  relation  to  children  with  congenital  heart  disease. 


Why  a supplemental  if  you  want  it  to  remain  available  for  the 
next  year?  Should  you  not  go  to  the  regular  committee  for  this 
fund  ? 

Mrs.  Oettinger.  Well,  sir,  the  necessity  is  immediate,  and  also  the 
carrythrough  makes  a more  effective  way  of  taking  care  of  these  cases 
because  they  must  be  worked  up  by  delicate  diagnosis  and  scheduled 
for  operation.  Also,  the  kind  of  personnel  that  work  on  this  heart 
operation  are  so  extended.  There  are  sometimes  as  many  as  18  peoj^le 
on  a team  that  work  to  do  one  single  open-heart  operation.  This 
means  that  we  have  not  only  medical  personnel  but  engineering  per- 
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sonnel  to  work  the  new  heart  pump  and  much  of  the  auxiliary  per- 
sonnel needed  to  create  this  total  team  are  difficult  to  find. 

TENTATIVE  APPORTIONMENT  OF  FUNDS  FOR  GRANTS,  195  9 

Mr.  Thomas.  With  reference  to  the  table  beginning  on  page  7 of 
the  justifications,  I wonder  if  it  would  not  be  helpful  to  add  another 
column  or  columns  and  give  a breakdown  of  the  tentative  apportion- 
ment of  both  the  funds  now  available  and  those  requested  in  this 
supplemental  estimate  for  1959. 

Mr.  Kelly.  Would  you  like  us  to  restrict  that  to  the  crippled 
children  ? 

Mr.  Thomas.  Put  all  three  of  your  programs  in  there. 

Mr.  Kelly.  Yes. 

(The  information  follows:) 
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Grants  to  States  for  maternal  and  child  welfare,  1959 


state 

Services  for  crippled  children 

Mater- 
nal and 
child 
health 
services 
funds 
available 

Child 

welfare 

services 

funds 

available 

Total 

Supp 
Fund  A ' 

lemental  n 
Fund  B * 

squest 

Total 

Funds 

available 

Total 

Alabama 

$15. 704 

$15.  541 

$31, 245 

$452,  479 

$483.  724 

$517.  305 

$344. 621 

$1.  345,  650 

Alaska  

753 

2.  500 

3.  253 

193. 748 

197,  001 

133.  314 

57, 391 

387, 706 

Arl  ona  

5.  401 

2.  500 

7.  901 

91. 108 

99.  009 

156. 693 

122, 972 

378.  674 

Arkansas  

8.  541 

8.  635 

17, 176 

249.  222 

266.  398 

275,  621 

233.  736 

775.  755 

California 

55. 142 

4,  693 

59.  835 

745,  022 

804.  857 

807.  843 

442.416 

% 05.5, 116 

Colorado 

7.  220 

2.  500 

9.  720 

208.  837 

218.  557 

329,  447 

141.822 

689,  826 

Connecticut 

8.  901 

2,  500 

11.  401 

213.  640 

225,  041 

246,  266 

109,  409 

580.  716 

Delaware 

1.  785 

2,  500 

4,  285 

95,  742 

100,  027 

104.  245 

63.  386 

267,  658 

District  of  Columbia. 

2.  839 

2,  .500 

5.  339 

171.  677 

177,  016 

212.  564 

40,  000 

429.  580 

Florida 

16.  028 

7,  805 

23,  833 

278.  895 

302,  728 

434,  741 

252.  784 

990,  253 

Georgia 

18,415 

17,  174 

35,  589 

444,  563 

480. 152 

460.  840 

395.  019 

1,  336,  Oil 

Hawaii 

2,  735 

2,  500 

5,  235 

137,  996 

143.231 

157,  821 

68.  480 

369.  532 

Idaho  

3,  106 

2,500 

5,  606 

108,  553 

114, 159 

139, 063 

99,  645 

352,  867 

Illinois 

38,  604 

4,  439 

43, 043 

454, 170 

497,  213 

474, 135 

360, 182 

1, 331,530 

Indiana 

19.  713 

8,  886 

28,  599 

300,  340 

328,  939 

315,  074 

315,  219 

959,  232 

Iowa  

12.  064 

7,514 

19,  578 

288,  363 

307,  941 

240,  533 

256. 135 

804,  609 

Kansas 

9,  132 

4, 061 

13, 193 

217,  931 

231. 124 

187, 131 

185,  539 

603,  794 

Kent  t.cks 

14,  464 

14,  875 

29, 339 

384,  531 

413  870 

353.  476 

357, 108 

1, 124, 454 

Louis.ana 

15, 113 

11,395 

26,  508 

358,  232 

384  740 

345,  565 

289,  400 

1, 019. 705 

Maine  

4,  091 

2,500 

6,  591 

113,  557 

120, 148 

130,  617 

107,  256 

358. 021 

Maryland  

12,  273 

2,  500 

14,  773 

263, 353 

278,  ]26 

389,  775 

174, 638 

842,  539 

Massachusetts 

19,  180 

2,500 

21,  680 

308,  943 

330  623 

423,  731 

146,  037 

900. 391 

Michigan  

34,  432 

9,425 

43,  857 

498.  899 

542,  756 

553,  808 

402.  859 

1,419,  423 

Minnesota  

14,  742 

8,496 

23,  238 

455,  444 

478,  682 

373,  423 

281,  272 

1 133,377 

M ississippi 

11.357 

13,  863 

25,  220 

350,  229 

375,  449 

355,  291 

314,  693 

1, 045, 433 

M issouri 

17.  268 

8. 165 

25, 433 

291,  882 

317,315 

332,  988 

281,960 

932,  261 

Montana 

3,060 

2,  500 

5,  560 

151, 222 

156, 782 

112, 659 

99, 520 

368, 961 

Nebraska 

6, 165 

2,  500 

8, 665 

134,  687 

143, 352 

127, 124 

150, 204 

420,  680 

Nevada. 

1,113 

2,  500 

3,  613 

88, 039 

91,  652 

155,988 

56,  585 

304, 225 

New  Hampshire...  . 

2, 329 

2,  500 

4,829 

98,  660 

103, 489 

103, 179 

73,  392 

280, 060 

New  .Jersey ...  . 

21,  579 

2,  500 

24,  079 

206,  452 

230,  531 

239, 497 

139, 125 

609, 153 

New  Mexico 

4, 416 

2,  500 

6,916 

160,  896 

167. 812 

195, 131 

115,  505 

478, 448 

New  York 

61, 504 

2,  500 

64,  004 

549, 913 

613, 917 

759,  230 

376, 677 

1,  749. 824 

North  Carolina 

21,927 

24,  767 

46,  694 

580,  574 

627, 268 

591, 830 

532, 891 

1,  751, 989 

Nrrth  Dakota 

3, 164 

2,  500 

5,664 

103.  686 

109, 350 

112, 370 

116, 184 

337, 904 

Ohi) 

39. 357 

12,  858 

52,  215 

495, 213 

547,  428 

672, 557 

473,  778 

1, 693,  763 

Oklahoma 

9, 932 

6, 020 

15, 952 

247,  838 

263,  790 

231, 206 

209, 677 

704. 673 

Oregon.  ... 

7,  521 

2,  500 

10, 021 

168,  725 

178,  746 

147, 880 

166, 096 

492,  722 

Pennsylvania 

45, 036 

18, 271 

63, 307 

645,  656 

708, 963 

758, 809 

524,  222 

1, 991, 994 

Puerto  Pico.  __  - 

14, 023 

15,  446 

29,  469 

386,  432 

415, 901 

367, 380 

324, 880 

1, 108, 161 

Rhode  Island 

3,  268 

2,  500 

5,768 

102,  751 

108,  519 

148, 071 

57,  807 

314,  397 

South  Carolina 

12,  412 

13,  061 

25,  473 

343,  282 

368,  755 

367, 976 

309,  789 

1, 046,  520 

South  Dakota...  . . 

3,  268 

2,  500 

5,  768 

104, 279 

110, 047 

108,  466 

112, 146 

330, 659 

Tennessee - 

16, 121 

15,  239 

3J,360 

452, 070 

4S3, 430 

498, 897 

354, 157 

1, 336, 484 

Texas  . ..  ...  ...  . 

42,185 

25, 852 

68, 037 

779, 074 

847,111 

679, 719 

586,  no 

2, 112, 940 

Utah 

4, 381 

2,  500 

6, 881 

110, 345 

117,  226 

137, 612 

94, 151 

348, 989 

Vermont  . ..  ... 

1,657 

2,  500 

4, 157 

92, 125 

96,  282 

102,718 

75, 745 

274, 745 

Virgin  Islands...  .. 

139 

2, 500 

2,  639 

86, 237 

88, 876 

92,419 

41,786 

223, 081 

Virginia  . 

17. 060 

13,  208 

30,  268 

391,  266 

421,534 

434,  233 

362,  599 

1,  218, 366 

Washington..  ..  . 

11,578 

2. 960 

14,  538 

172,  887 

187,  425 

265,  546 

191,674 

644,  645 

West  Virginia.  ...  . 

9,  526 

8,  769 

18,  295 

257, 074 

275, 369 

214, 802 

254, 480 

744.  651 

Wisconsin  ... 

16. 793 

8,  582 

25, 375 

320, 893 

346,  268 

321,  564 

291, 803 

959, 635 

Wyoming 

1,483 

2,  500 

3, 983 

92, 368 

96, 351 

101, 829 

65, 038 

263.  218 

Total  exelu- 

sive  of  re- 

serve  fund  B. 

750, 000 

375, 000 

1, 125, 000 

15, 000,  COO 

16, 125, 000 

16,  500, 000 

12, 000, 000 

44,  625, 000 

Reserve  fund  B in 

supplemental) 

375, 000 

375, 000 

375, 000 

375, 000 

Total 

750, 000 

750, 000 

1,  500, 000 

15, 000, 000 

16, 500, 000 

16, 500, 000 

12, 000,000 

45, 000, 000 

’ The  distribution  of  fund  A (grants  under  sec.  512(a)  of  title  V of  the  Social  Security  Act)  is  proportional 
to  the  number  of  children  under  age  21.  Fund  A must  be  matched  by  the  States. 

2 One-half  of  the  fund  B (grants  under  seel  5^12(b)  of  title  V of  the  Social  Security  Act)  will  be  reserved  for 
special  project  grants  to  the  5 States  having  regional  heart  centers.  The  remainder  will  be  distributed  in 
proportion  to  the  initial  fund  B apportionment  for  1959  with  no  State  receiving  less  than  $2,500. 


Mr.  Bcland.  Does  the  National  Institutes  of  Health  engage  in  this 
kind  of  work? 

Mrs.  Oettixger.  This  is  actual  treatment.  The  National  Institutes 
of  Health  do  not  undertake  this  practical  medical  care. 
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Mr.  Boland.  Where  is  the  regional  hospital  in  Maryland  ? 

Mrs.  Oettinger.  Johns  Hopkins  in  Baltimore. 

Mr.  Boland.  Thank  you  very  much. 

USE  OF  FUNDS  IN  THE  STATES 

Mr.  Bow.  I would  like  to  inquire  as  to  the  breakdown  of  how  this 
money  is  used.  It  is  a very  fine  objective,  but  just  how  is  the  money 
used.  Whom  does  it  go  to  and  how  is  it  distributed  ? 

Mrs.  Oettinger.  You  mean  the  total  $15  million? 

Mr.  Bow.  Yes. 

Mrs.  Oettinger.  The  total  $15  million  is  distributed  to  the  States. 

Mr.  Bow.  All  right. 

Mrs.  Oettinger.  According  to  a formula. 

Mr.  Bow.  We  have  a list  here  of  the  States  and  the  amounts  they 
receive.  How  do  the  States  use  the  money  ? 

Mrs.  Oettinger.  The  States  use  the  money  for  crippled  children 
in  an  expanded  definition  of  a crippled  child,  so  that  each  State  may 
determine  what  categories  of  crippled  children  they  will  take  care  of. 

HEART  OPERATION  PAYMENT 

Mr.  Bow.  In  the  case  of  these  operations  for  heart  are  the  funds 
used  for  the  payment  of  the  physician  and  the  hospitals? 

Mrs.  Oettinger.  All  those  things. 

Mr.  Bow.  N ow,  are  these  funds  used  for  all  cases  ? 

Mrs.  Oettinger.  They  are  used  for  cases  who  can  pay  nothing,  and 
for  cases  who  can  pay  part.  Each  State  makes  its  own  determina- 
tion through  their  professional  staff  as  to  how  much  each  family  can 
pay.  Some  of  these  very  expensive  operations  amount  to  as  much  as 
$2,500,  and  it  is  difficult  for  a man  with  a large  family,  or  even  a 
small  family,  to  meet  such  an  emergency  expense.  So  they  work  to- 
gether on  determining  what  the  maximum  the  family  can  pay  toward 
their  own  lielp  in  this  case. 

Mr.  Bow.  Is  there  a difference  in  the  various  States?  I see  these 
centers  are  in  California,  Minnesota,  Texas,  and  so  on,  and  is  there 
any  difference  in  the  various  States  as  to  the  cost  of  these  heart  opera- 
tions ? 

Mrs.  Oettinger.  There  are  some  variations. 

Mr.  Bow.  Could  you  tell  us  what  they  are  ? 

Mrs.  Oettinger.  I think  we  could  give  it  to  you  specifically. 

Dr.  Lesser.  The  States  determine  their  own  fee  vschedules.  In  Min- 
neapolis it  has  been  determined  that  the  average  open  heart  opera- 
tion, the  most  expensive  type,  costs  about  $2,500.  The  other  States 
have  not  had  enough  experience  to  find  out  the  average  cost,  but  some 
States  pay  lower  fees  to  the  doctors  than  others. 

Mr.  Bow.  Can  you  give  us  the  amounts  paid  in  those  other  States  ? 

Dr.  Lesser.  I can  supply  that  for  the  record. 

(The  information  follows:) 
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Average  payments  by  crippled,  children's  agencies  for  open  heart  surgery 


Miiuiesota $2,500 

( 'alifoniia : 2,400 

Illinois ^1,100 

Toxas 1 1, 250 

Maryland '*2,500 


I KepreKents  piiynicnts  made  by  crippled  children’s  agencies  and  does  not  cover  full  costs 
of  operations. 

® Kstlniated  under  revised  schedule. 

Mr.  Bow.  When  we  speak  of  Minnesota  and  a heart  operation  that 
costs  $2,500,  wliat  does  that  include  ? Does  it  include  the  entire  cost 
of  hospitalization,  the  operating  room,  the  staff,  or  is  it  a fee  to  a 
particular  physician  who  does  the  heart  work? 

Dr.  Lesser.  This  includes  the  cost  of  hospital  care,  the  cost  of 
special  nurses,  the  cost  of  oxygen,  the  cost  of  special  equipment  in 
the  operating  room,  the  fee  for  the  physicians,  • and  any  other  fees 
which  are  a part  of  the  hospital  care  of  the  child. 

Mr.  Bow.  In  other  words,  this  is  the  total  cost  that  will  be  paid? 

Dr.  Lesser.  Yes.  That  is  true  on  the  average.  This  is  the  most 
expensive  type  of  operation. 

Mr.  Bow.  But  you  do  not  have  the  figures  for  this  type  of  operation 
for  the  other  States? 

Dr.  Lesser.  Not  as  yet;  no,  sir.  It  may  be  less  in  some  States. 
The  average  cost  of  surgery,  including  all  kinds  of  surgery,  open  heart 
and  closed  heart,  for  various  kinds  of  congenital  heart  disease  seems 
to  be  running  about  $1,500  per  case. 

Mr.  Bow.  That  is  the  average  ? 

Dr.  Lesser.  Yes. 

Mr.  Bow.  For  the  total  overall? 

Dr.  Lesser.  Yes. 

Mr.  Bow.  Can  you  tell  us  what  the  fee  would  be  for  the  surgeon 
who  handles  such  an  operation  ? 

Dr.  Lesser.  I would  have  to  look  that  up. 

Mr.  Bow.  Would  you  submit  it  for  the  record,  please  ? 

Dr.  Lesser.  Yes. 

(The  information  follows:) 

Surgeon's  fees  for  open-heart  surgery 

Minnesota $400  Texas 200 

California 350  Maryland ^ 350 

Illinois 150 

1 Under  revised  schedule. 

Mr.  Bow.  Are  these  centers  private  hospitals  or  public  hospitals? 

Dr.  Lesser.  The  University  of  Minneapolis,  I think,  is  a voluntary 
hospital,  but  it  receives  State  support.  Others  are  j)rivate  hospitals, 
voluntary  hospitals.  In  California  both  the  University  of  California 
and  Stanford  are  private. 

Mr.  Bow.  These  are  two  hospitals  in  California  that  can  handle 
these  cases  ? 

Dr.  Lesser.  Yes.  There  are  more,  in  fact.  There  are  two  in  San 
Francisco,  the  University  of  California  at  Los  Angeles,  and  Los 
Angeles.  These  are  teaching  hospitals  associated  with  medical  schools. 

Mr.  Bow.  How  many  in  the  State  of  Illinois  ? 
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Dr.  Lesser.  In  Illinois  the  Children’s  Memorial  Hospital  in  Chi- 
cago and  I believe  they  are  using  the  Wesley  Memorial  for  the  older 
children,  over  the  age  of  15. 

Mr.  Bow.  So  there  are  two  in  Illinois  ? 

Dr.  Lesser.  Yes. 

Mr.  Bow.  And  Maryland  ? 

Dr.  Lesser.  J ohns  Hopkins. 

Mr.  Bow.  Just  the  one? 

Dr.  Lesser.  Yes. 

Mr.  Bow.  How  about  Texas  ? 

Dr.  Lesser.  In  Texas  it  is  the  Children’s  Hospital  in  Dallas. 

Mr.  Thomas.  One  of  the  greatest  heart  specialists  in  the  world  is 
at  Baylor  College  in  Houston. 

Dr.  Lesser.  Yes. 

In  Texas  with  the  request  for  increased  funds  they  are  supposed 
to  begin  to  use  that  hospital. 

There  are  many  other  hospitals  in  the  country  that  are  doing  ex- 
cellent work. 

MATCHING  OF  FUNDS  BY  THE  STATES 

^Ir.  Jensen.  Have  the  States  indicated  that  they  are  ready  to  match 
these  funds? 

Dr.  Lesser.  Yes.  This  language  will  provide  in  the  aggregate  one- 
half  of  it  will  be  matched  with  State  crippled  children’s  funds  and 
the  table  of  apportionment  indicates  how  much  each  State  would 
have  to  match.  That  is  the  fund  A account,  and  the  States  are  all 
prepared  to  do  this  with  possibly  one  or  two  exceptions. 

Mr.  Jensen.  And  they  have  made  application  for  this  much  more 
than  you  have  available  for  the  fiscal  year  1959? 

Dr.  Lesser.  W ell,  virtually  all  of  them  provide  more  State  moneys 
than  is  actuall}"  needed  to  match  the  Federal  funds,  so  they  have  these 
funds.  The  States  are  appropriating  in  excess  of  the  required  mini- 
mum for  Federal  matching,  so  they  have  available  matching  money. 

Mr.  Jensen.  This  is  one  place  where  most  of  us  have  been  very 
liberal  in  appropriating  funds  for  these  unfortunate  children.  I h^ve 
leaned  over  backward  to  be  liberal  in  this  mstance,  but  on  the  other 
hand,  the  reason  I asked  the  question  is  I wanted  to  make  sure  and 
have  in  the  record  that  the  States  are  ready  and  willing  to  match  the 
funds  that  we  might  appropriate  to  this  extent. 

Dr.  Lesser.  Yes  ; they  have  so  indicated. 

Mr.  Jensen.  That  is  all. 

Mr.  Jonas.  In  your  regular  children’s  program,  not  this  special 
heart  program,  what  is  the  age  limit  of  eligibility,  21  ? 

Mrs.  Oettinger.  Twenty-one. 

Mr.  Thomas.  Thank  you  very  much. 


658 


Office  of  the  Secretary 

SAT^\RIE8  AND  EXPENSES,  OFFICE  OF  FIELD  ADMINISTRATION 


WITNESS 

CHESTER  B.  LUND,  DIRECTOR 

Program  and  financing 


Propram  by  activitips- 

1.  Fi'id  administration 

2.  Orant-in-aid  audits  

3.  State  merit  systems 

Supplemental  required  for  pay  increase 

Total  operating  costs  

Relation  of  costs  to  obligations:  Costs  financed  from  obli- 
gations of  other  years,  net 

Total  program  (obligations) 

Financing; 

Advances  and  reimbursements  from  Federal  old-age  and 

survivors  insurance  trust  fund 

Increase  in  OASI  limitation  due  to  pay  increase.-. 

New  oblivational  authority 

New  obligational  authority:  Appropriation  (adjusted) 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 
(+) 

$1, 845, 159 

$1, 943, 159 

-f  $98, 000 

1, 297,  500 

1, 297,  500 

219, 250 

219, 250 

-262,000 

-F262, 000 

3, 099, 909 

3,459,909 

-1-360,000 

-21,909 

-21, 909 

3, 078, 000 

3, 438, 000 

-f 360, 000 

-720,000 

-818, 000 

-98, 000 

-63, 000 

-63.000 

2, 358.  000 

2,  557, 000 

-f  199, 000 

2, 358, 000 

2,  557,  000 

-f 199, 000 

O^yfect  classification 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  positions — . 

Number  of  employees  end  of  year. ^ 

10  Personal  services; 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services— 

02  Travel  ^ — 

03  Transportation  of  things. 

04  Com  m unications 

06  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  materials. 

09  Equipment 

11  Grants,  subsidies  and  contributions:  Contributions  to  re- 

tirement fund 

13  Refunds,  awards  and  indemnities.. 

15  Texas  and  assessments 

Supplemental  required  for  pay  increases 

Total  op^e'  ating  cost. — 

Costs  f nanced  from  obligations  of  other  years,  net  (— )— 

Total  obligations 


1959  presently 

1959  revised 

1959  increase 

available 

. estimate 

(+) 

473 

501 

28 

1 

1 

448 

465 

17 

453 

481 

28 

$2, 709, 156 

$2, 774, 781 

$65, 625 

4.  503 

4, 503 

14,  334 

32,  584 

18, 250 

2,  727. 993 

' 2,  811, 868 

83, 875 

183, 934 

183, 934 

5,  940 

5,  940 

119,  910 

120, 610 

700 

11, 179 

11, 179 

40, 087 

40, 087 

68,  864 

69.  534 

670 

27,  544 

36,024 

8, 480 

174,  247 

178,  522 

4,275 

1,  000 

1,000 

1,211 

1, 211 

-262, 000 

-}-262, 000 

3,  099, 909 

3, 459,  909 

-f 360, 000 

-21, 909 

-21,909 

3,  078,  000 

3,  438, 000 

360, 000 

GENERAL  STATEMENT 

Mr.  Thomas.  We  will  hear  from  Mr.  Lund,  Director  of  the  Office 
of  Field  Administration. 

The  supplemental  request  before  the  committee  is  for  $199,000. 

Mr.  Lund.  Mr.  Chairman  and  members  of  the  committee,  this  re- 
quest of  $360,000,  of  which  $161,000  is  to  be  transferred  from  the 
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Federal  old-a^^e  and  survivors  insurance  trust  fund,  provides  $262,000 
for  pay  increase  costs  authorized  by  Public  Law  85-462  and  $98,000 
for  staff  to  handle  an  increase  in  workload  resulting  from  OASI 
personnel  expansion  due  to  enactment  of  the  Social  Security  Amend- 
ments of  1958  (Public  Law  85-840).  The  OASI  increase  in  staff  is 
approximately  2,000  employees  for  which  administrative  services  such 
as  payrolling,  personnel,  and  voucher  examination  activities  must  be 
furnished  by  the  regional  business  management  staff  of  the  Office  of 
Field  Administration. 

This  $98,000  request  will  cover  the  salaries  and  related  expenses  in 
the  9 regional  offices  of  28  clerical  positions  (16  personnel  clerks,  8 
payroll  clerks,  and  4 voucher  examiners)  to  provide  these  manage- 
ment services  to  support  the  efforts  of  OASI  in  processing  the  in- 
creased claims  load  and  other  essential  activities  resulting  from  the 
amendments.  It  will  allow  for  meeting  recruitment  plans,  payroll 
schedules,  provide  for  examination  of  travel  vouchers  on  a reasonably 
current  basis,  and  other  essential  services.  In  addition,  there  is  in- 
cluded $18,000  for  overtime  payments  to  the  payroll  staff  to  process 
approximately  1,660,000  hours  of  overtime  contemplated  by  OASI. 

Salabies  and  Expenses,  Office  of  Field  Administration 

Mr.  Thomas.  We  will  insert  pages  1 and  2 of  the  justifications  at 
this  point. 

(The  pages  follow :) 

Salaries  and  Expenses,  Office  of  Field  Administration 


Request ‘ $360,  000 

Appropriation  to  date $2,358,000 

Advance  from  OASI  trust  fund $720,  COO 

$3,  078, 000 

Obligations  to  Dec.  31,  1958 $1,  670,  886 

Expenditures  to  Dec.  31,  1958 $738, 827 

Employment : 

Average  number  current  appropriation 448 

Number  involved  this  estimate,  position  28 — average  number 17 

Actual  employment  Dec.  31,  1958 475 

^ Of  which  $161,000  is  to  be  transferred  from  BOASI  trust  fund. 

PURPOSE  AND  NEED  FOR  ADDITIONAL  FUNDS 


To  provide  for  pay  increase  costs  authorized  by  Public  Law  85-462  and  for 
the  employment  of  clerical  personnel  in  the  nine  regional  oflBces  needed  to  carry 
out  the  functions  of  performing  personnel  services,  payrolling  and  voucher 
examination  for  an  additional  2,060  employees  of  the  Bureau  of  Old-Age  and 
Survivor’s  Insurance  added  as  a result  of  the  1958  amendments  to  the  Social 
Security  Act. 

For  an  additional  amount  for  “Salaries  and  expenses,  OfiBce  of  Field  Admin- 
istration,” $199,000,  together  with  an  additional  amount  of  not  to  exceed  $161,000 
is  to  be  transferred  from  the  Federal  old-age  and  survivor’s  insurance  trust  fund. 

Mr.  Thomas.  You  are  making  a request  for  $360,000,  of  which 
$161,000  is  to  be  transferred  from  the  old-age  and  survivors  insurance 
trust  fund. 
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Mr.  Lund.  Yes,  sir.  i-  - 

Mr.  Thomas.  The  $199,000  is  cash  and  the  other  is  transfer.. 
$262,000  of  it  is  for  the  pay  act  ? 

Mr.  Lund.  Pay  act  increase  costs. 

requt:st  for  additional  personnel 

Mr.  Thomas.  And  $98,000  is  for  28  new  jobs.  "Where  are  these- 
jobs  going  to  be  located  ? 

Mr.  Lund.  In  the  nine  regional  offices  to  take  care  of  the  increased 
workload  in  personnel,  payrolling  and  voucher  examinations. 

Mr.  Thomas.  These  are  housekeeping  employees '? 

Mr.  Lund.  Yes,  and  they  are  scheduled  on  a specific  work  produc- 
tion basis.  , 

Mr.  Thomas.  Payrolling  and  voucher  examinations  ? 

As  a result  of  these  amendments  OASI  will  hire  some  2,060  addi- 
tional employees.  As  far  as  your  particular  phase  of  that  is  con 
cemed,  you  are  looking  for  28  new  employees.  "WTiere  are  they  going 
to  be  located?  v . 

Mr.  Lund.  They  will  be  located  in  our  nine  regional  offices. 

Mr.  Thomas.  Then  your  offices  break  down  their  personnel.  There- 
are  going  to  be  about  three  to  the  office. 

Mr.  Lund.  Our  offices  are  in  Boston,  New  York,  Charlottesville,- 
Atlanta,  Chicago,  Kansas  City,  Dallas,  Denver,  and  San  Francisco.- 

NUMBER  OF  EMPLOYEES 

Mr.  Thomas.  What  is  your  total  employment  in  your  nine  offices? 

Mr.  Lund.  481  as  of  January  31, 1959. 

Mr.  Thomas.  That  is  for  your  bureau.  What  about  the  total  em- 
ployees in  these  nine  offices  ? 

Mr.  Lund.  435  current.  You  mean  in  our  regional  offices  under  the 
Office  of  Field  Administration?  _ . 

Mr.  Thomas.  No."“  ' ^ 

Mr.  Lund.  Do  you  mean  the  total  employment  ? : < : 

Mr.  Thomas.  Yes ; 435  is  your  domain,  and  you  want  to  add  28  to 
that? 

Mr.  Lund.  That  is  correct. 

Mr.  Thomas.  Do  you  have  the  total  figure  of  employment,  Mr.. 
Kelly,  in  your  nine  offices  ? : , , , . 

Mr.  Ejelly.  The  figure  would  be  roughly  2,000  that  are  located  in 
the  9 regional  offices,  but  the  regional  offices  serve  an  organization 
of  about  15,900  people  in  the  field. 

Mr.  Thomas.  I wonder  if  this  figure  of  2,060  is  just  about  right 
for  your  9 field  offices.  ' ; 

Mr.  Ejelly.  No,  the  2,060  is  the  increase  occurring  in  both  the 
regional  and  district  offices  of  the  Bureau  of  Old-Age  and  Survivors 
Insurance,  which  get  common  business  management  services  ^from 
the  Office  of  Field  Administration.  This  is  the  increase  which  is 
occurring  in  the  field  that  has  to  be  served  by  these  business  manage- 
ment offices.  ^ " V 

Mr.  Thomas.  How  do  you  justify  these  28  people  ? ^ ■ 
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Mr.  Lund.  We  worked  this  out  so  that  we  have  a schedule  of  pro- 
duction. In  each  case  we  are  exceeding  the  standard  schedules. 

For  example,  in  personnel  the  ratio  is  1 to  110.  We  are  doing  1 to  130. 

Mr.  Thomas.  That  is  pretty  good. 

Mr.  Lund.  In  payrolling  the  standard  is  1 to  250,  and  we  are  doing 
1 to  265.  Our  projection  is  based  upon  the  number  of  vouchers,  per- 
sons, and  the  job  to  be  done,  and  it  is  a mathematical  computation 
in  relation  to  workload. 

Mr.  Thomas.  You  have  448  appropriated  jobs? 

Mr.  Lund.  That  is  correct. 

Mr.  Thomas.  How  many  do  you  have  on  the  payroll  now?  How 
many  are  filled  ? 

Mr.  Lund.  We  have  454, 1 believe,  plus  the  supplemental  positions. 

Mr.  Kelly.  481  is  the  employment  on  January  31. 

Mr.  Thomas.  How  many  appropriated  jobs  do  you  have? 

Mr.  Kelly.  There  would  be  501  positions,  including  the  28  which 
are  now  authorized  on  the  deficiency  basis. 

Mr.  Thomas.  How  many  were  authorized  in  your  original  bill? 

Mr.  Kelly.  473. 

Mr.  Thomas.  How  many  jobs  did  you  have  filled  on  January  1? 

Mr.  Kelly.  481,  but  the  473  in  the  original  budget  were  author- 
ized on  the  basis  that  would  produce  an  average  employment  of  448 ; 
501  positions  in  the  revised  budget  are  computed  on  a basis  of  aver- 
age employment  of  465.  So  we  now  have  as  many  positions  filled 
as  it  is  anticipated  we  would  have  on  J une  30, 1959. 

Mr.  Thomas.  What  was  your  total  pay  act  cost  ? 

Mr.  Kelly.  $277,900,  of  which  $15,900  was  absorbed.  ‘ ' 

Mr.  Thomas.  Where  did  it  come  from,  other  objects  ? 

Mr.  Kelly.  From  personal  services. 

Mr.  Thomas.  How  much  from  other  objects? 

Mr.  Kelly.  All  from  personal  services. 

Mr.  Thomas.  None  from  other  objects  ? 

Mr.  Kelly.  Ko,  sir. 

Mr.  Thomas.  What  will  be  your  carrj^over,  if  any,  from  other 
objects?  - 

Mr.  Kelly.  Our  estimate  was  that  we  would  require  all  the  funds 
that  have  been  made  available  for  this  purpose. 

Mr.  Thomas.  As  to  that  I am  not  clear.  You  have  given  me  man- 
years,  average  employment,  none  of  which  we  want.  We  want 
appropriated  jobs.  Repeat  the  figure  again;  how  many  appropriated 
jobs  do  you  have?  How  many  did  you  have  for  the  fiscal  year  1959? 
I do  not  care  anything  about  your  supplemental  figure  now.  How 
many  of  that  number  do  you  have  filled?  There  are  two  figures 
that  I am  asking  for. 

Mr.  Kelly.  May  I just  clarify  that  28  positions 

Mr.  Thomas.  I did  not  ask  you  about  that.  That  is  the  supple- 
mental. I am  trying  to  find  out  for  your  fiscal  year  1959  original 
figure  how  many  appropriated  jobs  you  have. 

Mr.  Kelly.  473.  . . 

Mr.  Thomas.  How  many  do  you  have  filled  as  of  J anuary  1 ? 

My  Kelly.  As  of  January  31,  481,  but  28  positions  are  now  au- 
thorized on  the  deficiency  appoTtioTiment.  - -"  ^ ' 
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Mr.  Thomas.  You  do  not  need  money  then?  What  are  you  paying 
them  with  ? 

Mr.  Kelly.  We  are  operating  on  a basis  which  anticipates  a sup- 
plemental as  we  are  in  the  Bureau  of  Old-Age  and  Survivors  In- 
surance. 

Mr.  Thomas.  You  are  taking  $161,000  from  a transfer  of  funds. 
Wliy  iiot  transfer  your  whole  $360,000  ? 

^Tr.  Kelly.  Because  we  need  the  authority  of  Congress. 

Mr.  Thomas.  Apparently  you  are  supplying  your  own  authority. 
You  are  operating  without  the  money,  so  go  ahead  and  operate  with 
your  wliole  $360,000.  It  seems  to  me  that  that  would  be  the  simple 
answer. 

Mr.  Kelly.  It  seemed  appropriate  that  this  be  done  under  a 
deficiency  basis,  because  the  work  stems  from  the  same  mandate  that 
comes  from  the  Social  Security  Act. 

]\lr.  Thomas.  You  are  coming  in  here  and  asking  the  committee  to 
rubber  s^amp  what  you  have  already  done. 

Mr.  Kelly.  We  hope  the  committee  will  find  what  we  have  already 
done  will  prove  to  be  advantageous. 

Mr.  Thomas.  You  did  not  need  the  committee  to  start  with,  so  I 
do  not  know  why  you  need  them  to  end  up  with. 

Thank  you  very  much. 


Tuesday,  March  3, 1959. 


Salaries  and  Expenses,  Office  of  the  General  Counsel 

WITNESS 

PARKE  M.  SANTA,  GENERAL  COUNSEL 

Program  and  financing 


1959  presently 
available 


1959  revised 
estimate 


1959  increase 
(+) 


Program  by  activities: 

1.  Supervisory  and  general  legal  services. 

2.  Departmental  program  services: 

(а)  Public  health 

(б)  Food  and  drug. 

(c)  OASI._ 

Id)  Welfare  and  education. 

3.  Regional  and  field  

Supplemental  required  for  pay  increase. . 


Total  operating  costs  ; 

Relation  of  costs  to  obligations: 

1.  Costs  financed  from  obligations  of  other  years,  net. 


Total  program  obligations - 

Financing: 

Advances  and  reimbursements  from:  Non-Federalsources: 

Federal  OASI  trust  fund 

Proposed  increase  in  OASI  limitation  due  to: 

Pay  increases. 

1958  Amendments  to  the  Social  Security  Act 

Transfer  from  other  accoxmts 

Proposed  increase  in  limitation  from  other  accounts  due  to 
pay  increase 


Total  obligational  authority. 


$232.  120 

87. 091 
213, 107 
156, 889 
99,  835 
271,011 
-80, 000 


980, 053 
-53 


980, 000 


-450,000 


-25,000 


505, 000 


$235, 445 

87, 091 
227,  682 
170, 989 
99, 835 
271,011 


1, 092,053 
-53 


1, 092, 000 


-450, 000 

-37,000 

-16,000 

-25,000 

-2,000 


562, 000 


-f  $3, 325 


-f  14, 575 
+14, 100 


+80,000 


+112,000 


+112,000 


-37,000 

-16,000 


-2,000 


+57,000 
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Obligations  by  objects 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 
(-h) 

Total  number  of  permanent  positions 

136 

143 

+7 

-f-4 

+7 

Average  number  of  all  employees 

129 

133 

Number  of  employees  at  end  of  year 

132 

139 

01  Personal  services: 

Permanent  positions 

$960, 603 
3,747 

$987, 354 
3, 920 

-f$26,751 

-1-173 

Other  personal  services 

Total  personal  services 

964, 350 
9, 000 
100 

991, 274 
9,000 
100 

-t-26,924 

02  Travel 

03  Transportation  of  things. 

04  Comrnunications I 

5, 000 
1,200 
6,200 
6,324 
9, 029 
57, 800 

5.  560 

H-560 

06  Printing  and  reproduction 

1,200 
6,200 
6,639 
11,479 
59, 551 
1,050 

07  Other  contractual  services 

08  f upplies  and  materials 

■f315 

+2.450 

+1,751 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

1,050 
-80, 000 

Supplemental  required  for  pay  increase 

+80,000 

Total  operating  costs 

980, 053 
-53 

1, 092, 053 
-53 

+112,  COO 

Costs  finances-from  obligations  of  other  venrs  (net) 

Total  obligations- 

980,000 

1,092,000 

+112,000 

Mr.  Thomas.  We  have  before  us  Mr.  Banta,  the  general  counsel  of 
the  Department  of  Health,  Education,  and  Welfare. 

The  supplemental  request  in  terms  of  the  proposed  appropriation 
language  is  as  follows : 

For  an  additional  amount  for  “Salaries  and  expenses,  Office  of  the  General 
Counsel,”  $57,000,  together  with  an  additional  amount  of  not  to  exceed  $2,000 
to  be  transferred  from  the  appropriation  “Salaries  and  expenses,  certification  and 
inspection  services,”  and  an  additional  amount  of  not  to  exceed  $53,000  to  be 
transferred  from  the  Federal  old-age  and  survivors  insurance  trust  fund. 

GENERAL  STATEMENT 

Mr.  Thomas.  Proceed  with  your  statement,  Mr.  Banta. 

Mr.  Banta.  The  General  Counsel’s  Office  performs  all  of  the  legal 
services  incident  to  the  activities  of  the  Department.  A supplemental 
budget  estimate  is  requested  for  1959  amounting  to  $112,000  of  which 
$53,000  is  to  be  transferred  from  OASI  trust  fund  and  $2,000  from 
fees  collected  from  food  and  drug  certification  services.  The  estimate 
provides  for  (1)  pay  increases  for  present  staff,  $80,000,  (2)  two 
attorneys  and  one  secretary  for  the  Food  and  Drug  Division,  $16,000,  ^ 

and  (3)  three  attorneys  and  one  secretary  for  the  OASI  Division, 
$16,000. 

PAY  INCREASES 

The  request  of  $80,000  represents  the  cost  of  the  pay  increases  for 
existing  staff  as  provided  by  Public  Law  85-462. 

FOOD  AND  DRUG  DIVISION 

An  amount  of  $16,000  is  required  as  a result  of  enactment  of  Public 
Law  85-929,  the  food  additives  amendment  of  1958.  This  is  one  of  the 
most  significant  and  far-reaching  amendments  since  the  law  was 
passed  in  1938  and  will  require  additional  legal  staff  to  develop  the 
required  regulations  to  place  the  law  in  operation,  prepare  notices 
and  orders  permitting  the  use  of  new  food  additives,  and  assist  in  the 
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development  of  sound  legal  procedures  in  the  enforcement  of  the 
amendment  and  the  regulations  pertaining  thereto. 

OLD-AGE  AND  SUEVIVOES  INSUEANCE  DIVISION 

A sum  of  $16,000  is  requested  as  a result  of  enactment  of  Public 
Law  85-840,  Social  Security  Amendments  of  1958.  These  amendments 
will  require  extensive  drafting  of  new  regulations  and  the  revision  of 
existing  regulations  to  reflect  six  major  changes  in  the  act  with  attend- 
ant increase  of  legal  advice  to  the  Bureau  of  Old-Age  and  Survivors 
Insurance  on  all  such  changes.  There  will  also  be  additional  work  on 
cases  referred  for  criminal  prosecution  under  section  208  of  the  Social 
Security  Act  (as  amended  by  sec.  310  of  the  1958  amendments)  which 
were  not  heretofore  so  punishable,  and  increased  duties  in  relation  to 
negotiation  and  drafting  of  modifications  to  State  agreements  result- 
ing from  increased  coverage. 

Mr.  Thomas.  You  are  requesting  $112,000,  of  which  $53,000  is  to 
be  transferred  from  BOASI  trust  fund  and  $2,000  is  to  be  transferred 
from  the  Food  and  Drug  Administration.  That  gives  you  how  much 
cash  ? 

Mr.  Banta.  $57,000  is  cash  and  $55,000  is  transfer.  Fifty-three 
thousand  dollars  is  from  the  old-age  and  survivors  insurance  trust  fund 
and  $2,000  is  from  food  and  drug  certification  fees.  Eighty  thousand 
dollars  is  to  provide  for  pay  increases  authorized. 

Mr.  Thomas.  $32,000  is  for  seven  new  jobs  ? 

Mr.  Banta.  Yes. 

Mr.  Thomas.  Where  are  you  going  to  station  your  people?  Will 
they  be  in  the  District  ? 

Mr.  Banta.  Four  are  now  in  our  OASI  Division  in  Baltimore 
and  the  others  will  be  placed  in  the  General  Counsel’s  Office  here  in 
Washington  in  the  Food  and  Drug  Division. 

Mr.  Thomas.  You  have  one  lawyer.  Public  Health,  $14,575,  and 
one  in  the  Bureau  of  Old-age  and  Survivors  Insurance,  $14,100. 
What  is  this  item  of  $3,325  ? 

Mr.  Kelly.  Miscellaneous — other  objects  of  expense  such  as  equip- 
ment for  the  new  staff. 

Mr.  Thomas.  How  do  you  break  those  two  items  down  ? 

Mr.  Kelly.  There  are  four  positions  that  relate  to  OASI. 

Mr.  Banta.  And  three  in  the  Food  and  Drug  Division  of  the  Of- 
fice of  General  Counsel. 

Mr.  Thomas.  The  total  increase  will  be  seven  at  a cost  of  $26,924. 
You  show  $560  for  communications,  $315  for  other  contractual 
services,  and  $2,450  for  supplies  and  materials.  What  are  they  ? 

Mr.  Banta.  Well,  they  are  for  desks  and  the  normal  things  you 
need  when  you  put  other  men  to  work. 

Mr.  Thomas.  That  is  pretty  expensive  for  seven  people. 

Then  there  is  $1,750  for  grants,  subsidies,  and  contributions  and 
then  the  supplemental  required  for  the  pay  increase,  $80,000.  Have 
you  absorbed  any  of  your  pay  increase  ? 

Mr.  Banta.  Yes. 

Mr.  Thomas.  How  much  ? 

. Mr.  Banta.  About  $12,500. 

Mr.  Thomas.  How  did  you  absorb  it  ? 

. Mr.,  Banta.  It  has  been  from— 
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Mr.  Thomas.  Other  objects  or  what  ? 

Mr.  Banta.  It  has  resulted  from  lapsed  employment. 

: Mr.  Thomas.  How  many  people  do  you  have  in  the  Bureau  ? 

Mr.  Banta.  We  have  today  130.  We  have  136  jobs  available  to  us. 
Mr.  Thomas.  Six  vacancies  ? 

Mr.  Banta.  That  is  right,  about  six  vacancies.  Three  of  those  have 
'been  in  the  last  few  days. 

• Mr.  Jensen.  I am  glad  to  see  our  old  colleague  across  the  table 
from  us;  I must  say  I believe  you  have  the  most  modest  request  of 
any  agency  that  has  appeared  before  us  during  these  deficiency 
hearings.  Of  course,  we  know  from  your  past  record  in  Congress 
jou  do  not  spend  money  unless  it  is  needed. 

= Mr.  Banta.  Thank  you  very  much.  We  try  to  use  it  economically. 

- Mr.  Thomas.  Thank  you.  It  is  always  nice  to  see  you. 

Good  luck  to  you. 


Tuesday,  March  3, 1959. 

White  House  Conference  on  Aging 

WITNESSES 


BERTHA  ADKINS,  UNDER  SECRETARY 
WILLIAM  PITCH,  DIRECTOR,  OFFICE  OF  AGING 

Program  and  tinancmg  and  obligations 


Presently 

available 

Revised 

estimate 

Increase 

i^ogram  by  activities: 

1.  Technical  assistance  to  States  and  planning  of  con- 
ference  

$100, 000 

$136, 000 
810, 000 

$36, 000 
810,000 

2.  Grants  to  States 

Total  obligations 

100, 000 
100, 000 

946, 000 
946, 000 

846, 000 
846,000 

Financing:  Appropriation  and  new  obligational  authority 

Total  number  of  permanent  positions 

6 

9 

3 

Full-time  equivalent  of  all  other  positions 

1 

1 

Average  number  of  all  employees 

5 

6 

1 

Number  of  employees  at  end  of  year 

6 

9 

3 

01  Personal  services: 

Permanent  positions 

29,484 
15, 000 
384 

34, 649 
15, 000 
464 

6, 166 

Positions  other  than  permanent 

Other  personal  services 

80 

^ ‘ Total  personal  services 

44,868 

19,100 

400 

50, 113 
20,600 
400 

5, 245 
1, 500 

‘02  Travel-^  ■- _ 

03  Transportation  of  things 

04  Communication  services 

1, 600 
11, 000 
700 

1,  750 

150 

06  Printing  and  reproduction 

16;  000 
800 

5,000 

100 

07  Other  contractual  services ^ 

Services  performed  by  other  agencies.. 

17, 412 
300 

39,927 

400 

22, 515 
100 

Supplies  and* materials ..J 

■00  Equipmerit 

2,700 

3,750 
810, 000 
2, 260 

1,050 
810, 000 
340 

n Crants,  subsidies  and  contributions  . . _ .. 

Contributions  to  the  retirement  fund 

1, 920 

Total  obligations  : 

100, 000 

946,000 

846,000 

: Mr.  Thomas,  Good  morning,  Miss  Adkins. 

Tell  us  about  the  White  House  Confereiice  on  Aging  for  which  you 
are  requesting  a supplemental  estimate  of  $846,000. 
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GENERAL  STATEMENT 

Miss  Adkins.  Mr.  Chairman,  we  have  a statement  but  knowing  that 
you  are  pressed  for  time,  perhaps  I will  not  read  it  but  submit  it  for 
the  record. 

(The  statement  follows :) 

Opening  Statement  by  Under  Secretary,  Department  of  Health,  Education, 

AND  Welfare,  Committee  on  Appropriations,  1959  Supplemental  Estimate 

FOR  White  House  Conference  on  Aging 

general  statement 

Mr.  Chairman  and  members  of  the  committee,  Public  Law  85-908,  White  House 
Conference  on  Aging  Act,  was  passed  toward  the  close  of  the  last  session  of  the 
Congress  authorizing  funds  for  preparation  for  a White  House  Conference  on 
Aging  in  January  1961.  An  appropriation  of  $100,000  was  provided  in  order 
that  some  immediate  planning  might  begin.  This  planning  includes  working 
closely  with  Federal  departments  and  agencies,  national  organizations  and  States 
to  help  them  prepare  for  the  Conference,  addressing  conferences  and  meetings, 
assemi)ling  names  of  personnel  for  key  responsibilities  in  the  Conference,  de- 
veloi)ing  background  papers  for  the  advisory  committee,  preparing  papers  and 
guides  for  use  by  community.  State  and  organizational  groups,  and  arranging 
for  conference  and  hotel  space.  It  was  anticipated  that  additional  funds,  prin- 
cipally for  the  States,  would  be  requested  at  a later  date. 

supplemental  budget  estimate 

The  amount  of  $846,000  is  requested  as  a supplemental  for  1959  for  the  fol- 
lowing purposes : 

Grants  of  $15,000  to  each  of  the  49  States  and  the  Territories  of  Guam, 

Hawaii,  Puerto  Rico,  Virgin  Islands,  and  the  District  of  Columbia.  $810,  000 


Additional  funds  for  salaries  and  expenses 36,  000 

Total 846,  000 


GRANTS  TO  THE  STATES 

The  act  authorizes  payment  up  to  $15,000  to  each  State  and  Territory  for  use 
in  planning  and  conducting  State  conferences ; for  developing  facts  and  recom- 
mendations and  preparing  reports  for  presentation  to  the  White  House  Con- 
ference on  Aging ; and  for  defraying  costs  incident  to  the  attendance  of  State’s 
delegates  at  the  White  House  Conference.  To  enable  the  States  to  begin  their 
factfinding  and  planning  activities  at  once,  it  is  necessary  that  the  grants  be 
made  available  to  them  as  soon  as  possible.  The  States  can  then  recruit  staff, 
develop  plans  to  initiate  surveys,  and  to  organize  forums  and  conferences  which 
will  assure  the  widest  possible  participation  in  the  formulation  of  sound  pro- 
grams and  recommendations. 

There  are  no  facilities  in  the  States  for  collecting  comprehensive  facts  on 
aging  as  there  are  in  such  fields  as  health,  education,  and  welfare.  Hence,  it 
will  be  necessary  for  the  States  to  conduct  extensive  studies  of  the  needs  of  their 
older  populations  and  of  the  resources  available  to  meet  these  needs  prior  to 
holding  local  conferences  in  addition  to  the  State  conference  required  by  the 
act.  In  most  cases  the  grants  will  be  insufliicient  for  the  States  to  accomplish 
these  activities  without  contributions  from  other  sources  and  without  material 
assistance  i>rovided  by  the  Federal  Government  in  the  form  of  publications, 
guides,  and  technical  help. 

It  is  possible  that  some  few  States  may  not  apply  for  the  maximum  grant. 
However,  it  is  not  possible  to  estimate  accurately  the  extent  to  which  lesser 
amounts  will  be  required  or  allotted.  The  States  will  be  required  to  submit 
plans  for  the  use  of  the  funds  which  will  be  carefully  reviewed  before  funds 
are  allotted.  The  grants  would  be  available  for  use  for  a period  of  21  months  for 
expenses  incurred  in  connection  with  preconference  studies,  local  conferences 
and  the  White  House  Gonfefence. 
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ADMINISTRATIVE  EXPENSES 

The  initial  appropriation  of  $100,000  was  sufficient  for  6 positions  in  the  Office 
of  the  Secretary  of  the  Department  of  Health,  Education,  and  Welfare,  and  for 
contractual  services  by  2 agencies,  the  Labor  Department  and  the  Housing  and 
Home  Finance  Agency,  to  engage  technical  directors  to  initiate  activities  in 
their  spheres.  The  present  request  for  an  additional  $36,000  for  administrative 
expenses  includes  funds  for  3 additional  positions  in  the  Office  of  the  Secretary, 
for  the  preparation  of  other  conference  papers,  for  consultation  to  the  States, 
and  for  preparation  of  informational  materials.  Twenty-two  thousand  five 
hundred  and  fifteen  dollars  of  the  $36,000  requested  in  this  supplemental  for 
salaries  and  expenses  would  also  provide  for  payment  for  5 technical  directors 
in  such  major  subject-matter  areas  as  income  maintenance,  health,  rehabilita- 
tion, education,  and  for  State  and  community  organization  within  agencies  of 
the  Department  of  Health,  Education,  and  Welfare  and  a secretary  for  each. 
It  is  important  that  the  technical  directors  be  employed  and  directed  by  the 
agencies  with  competencies  in  the  specific  fields  mentioned  rather  than  by  the 
Office  of  the  Secretary ; they  will  become  integral  parts  of  the  agencies  and  so 
can  draw  upon  the  entire  resources  and  personnel  of  these  organizations.  The 
staff  should  begin  to  perform  their  functions  as  early  as  possible  so  that  the  neces- 
sary materials  and  technical  assistance  can  be  provided  to  the  States  as  they 
begin  their  own  activities.  The  technical  directors  will  provide  staff  services 
through  planning  committees  and  prepare  comprehensive  background  papers  for 
the  use  of  local.  State,  and  national  conferences — describing  the  current  situa- 
tion in  their  subject-matter  areas,  noting  unmet  needs  and  program  gaps,  and 
identifying  issues  for  discussion  and  recommendation. 

We  are  all  anxious  that  the  White  House  Conference  on  Aging  be  a most  effec- 
tive forum  for  the  development  of  action  recommendations.  This  means  wide 
citizen  participation  based  on  sound  factual  material  and  analyses.  The  supple- 
mental request  is  a major  step  in  that  direction. 

Mr.  Thomas.  Please  summarize  it  for  us. 

Miss  Adkins.  As  you  know,  in  the  last  session  of  Congress  there  was 
a law  passed  authorizing  the  White  House  Conference  on  Aging  to 
be  held  in  January  1961  and  an  appropriation  of  $100,000  was  pro- 
vided in  order  that  we  begin  planning  immediately.  We  have  been  in 
communication  with  State  officials  and  with  national  organizations  and 
we  find  that  this  is  a tremendously  active  area  of  interest  for  many, 
many  people. 

Mr.  Thomas.  No  question  about  it. 

Miss  Adkins.  There  has  been  a great  interest  in  this  because  of  the 
number  of  people  in  the  aged  group. 

We  have  come  today  to  ask  for  the  supplemental  budget  which  will 
take  care  of  the  grants  to  the  States  and  the  Territories  to  enable  them 
to  qualify  by  the  law  in  holding  State  meetings,  making  surveys  of 
facts  and  recommendations  and  reports  and  defraying  costs  incident 
to  the  expense  of  State  delegates  to  the  White  House  Conference. 

The  law  says  there  must  be  $5,000  and  up  to  $15,000  which  will  be 
granted  to  the  States  for  their  participation.  We  have  discovered 
that  because  of  the  interest  and  because  of  the  need,  we  are  asking  that 
the  full  amount  of  $15,000  be  granted  to  each  one  of  the  States  and 
Territories  because,  frankly,  the  smaller  amount  will  not  meet  the 
needs  of  the  States  in  their  preparations. 

PERSONAL  SERVICES 

Mr.  Thomas.  The  language  is  permissive  up  to  $15,000  for  each  of 
the  54  jurisdictions  ? 

Miss  Adkins.  That  is  right. 
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Mr.  Thomas.  You  are  requesting  the  full  amount  and  $36,000  is: 
requested  for  the  staff  of  what  ? Four  people  or  five  ? 

Miss  Adkins.  Four. 

Mr.  Thomas.  On  an  annual  basis,  or  what  ? 

Is  it  $36,000  for  four  people  on  an  annual  basis  ? ‘ 

Miss  Adkins.  There  will  be  five  technical  directors  added. 

Mr.  Thomas.  How  many  people  will  you  have  employed  ? 

Mr.  Fitch.  Actually,  three  as  a part  of  the  '^ite  House  Con- 
ference staff  and  the  technical  directors  numbering  five. 

Mr.  Thomas.  Eight  people  ? 

Mr.  Ketxy.  a total  of  13.  Five  technical  directors  with  secretaries 
will  be  assigned  in  the  operating  agencies  for  the  development  of 
plans  and  materials.  Three  positions  will  be  in  the  Office  of  the  Staff 
of  the  White  House  Conference. 

Mr.  Thomas.  You  are  going  to  pay  for  13  positions? 

Mr.  Kelly.  That  is  right. 

Mr.  Thomas.  Is  this  $36,000  going  to  pay  for  them  on  an  annual 
basi  s,  3-month  basis,  or  what  ? 

Miss  Adkins.  The  last  quarter. 

Mr.  Thomas.  What  about  your  personnel  costs  ? Thirty-six  thou- 
sand dollars  will  not  cover  it  on  an  annual  basis,  will  it  ? Am  I ta 
assume  that  the  $36,000  plus  the  $100,000  you  have  already  spent  is 
the  answer,  and  $136,000  is  the  total  for  personnel  costs  ? 

Mr.  Kelly.  Yes,  sir;  for  the  full  year  1959  including  other  objects 
of  expense. 

JXrSTIFIOATION  OF  THE  ESTIMATE 

Mr.  Thomas.  Let  us  put  in  pages  1,  2,  5,  6 and  6A  in  the  record. 

(The  pages  follow:) 

White  House  Council  * on  Aging 


Request $846,000 

Appropriation  to  date 100,  000 

Obligations  to  Dec.  31,  1958 10, 989 


Employment : 

Average  number  current  appropriation , 5 

Number  involved  in  this  estimate,  positions * 3 


Actual  employment - — 2 


Thf>  technical  title  of  the  appropriation  is  “White  House  Council  on  Aging.”  How- 
ever, the  purpose  of  the  funds  is  to  support  a White  House  Conference  on  Aging. 

2 Average  numher,  1. 

PURPOSE  AND  NEED  FOR  ADDITIONAL  FUNDS 

To  provide  grants  to  the  States  authorized  in  Public  Law  85-908,  section  202, 
White  House  Conference  on  Aging  Act,  and  for  some  additional  departmental 
staff  needed  to  assist  the  States.  Eight  hundred  and  ten  thousand  dollars  is  re- 
quested for  grants  to  provide  up  to  $15,000  for  each  of  the  54  jurisdictions,  and 
$36,000  is  requested  for  staff. 

For  an  additional  amount  for  the  White  House  Council  on  Aging,  $846,000  of 
which  $810,000  shall  be  available  for  grants  to  States  and  shall  remain  available 
until  January  31,  1961. 
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BUDGET  JUSTIFICATION 

The  $846,000  is  requested  for  the  following  purposes  : 

1.  Grants  to  the  States  (up  to  $15,000  for  each  State  and  Territory) 

authorized  in  Public  Law  85-908,  sec.  202,  White  House  Conference 
on  Aging  Act $810,  000 

2.  Professional  and  secretarial  staff  for  the  White  House  Conference 

on  Aging 36,  000 

Total 846,  000 

(j-}'ants  to  the  States 

Public  Law  85-908,  the  White  House  Conference  on  Aging  Act  authorizes 
payments  of  up  to  $15,000  to  each  State  and  Territory  for  use  in  planning  and 
conducting  a State  conference  on  aging;  for  developing  facts  and  recommenda- 
tions and  preparing  a report  for  presentation  to  the  White  House  Conference 
on  Aging;  and  for  defraying  costs  incident  to  the  State’s  delegates  attendance 
at  the  White  House  Conference  on  Aging. 

One  of  the  purposes  of  the  act  is  to  encourage  all  of  the  States  to  access  the 
needs  of  their  older  people,  to  outline  plans  for  meeting  unmet  needs,  and  to 
create  such  additional  programs  and  services  as  may  be  required  to  close  these 
gaps.  It  is  anticipated  that  the  States  will  conduct  studies  of  their  older  popu- 
lations, take  inventories  and  determine  the  adequacy  of  existing  programs, 
and  hold  local  conferences,  in  addition  to  one  or  more  State  conferences,  for  the 
purpose  of  developing  blueprints  and  recommendations  for  action.  It  is  highly 
desirable  that  these  steps  be  taken  with  the  widest  possible  citizen  participation 
and  that  they  should  be  taken  by  all  States  prior  to  the  National  White  House 
Conference. 

The  sum  of  $15,000  will  be  necessary  for  the  aforementioned  purposes  and 
to  pay  the  costs  incident  to  attendance  of  the  delegates  to  the  White  House 
Conference  in  Washington.  In  some  States  it  is  expected  that  to  enable  full 
participation,  it  will  be  necessary  for  the  State  to  provide  supplemental 
appropriations. 

Although  passage  of  the  act  has  created  wide  interest  among  States,  com- 
munities, and  national  organizations,  definite  action  is  being  delayed  by  unavail- 
ability of  funds.  The  act  requires  that  each  State  make  application  for  the 
funds  authorized  and  submit  a plan  as  to  their  use.  The  applications  and  plans 
will  have  to  be  prepared  in  accordance  with  regulations  now  being  developed 
for  approval  of  the  Secretary  and  will  be  reviewed  to  make  certain  that  they 
conform  to  the  regulations  and  the  requirements  of  the  act.  Unless  the  States 
begin  their  preparations  almost  at  once,  it  will  be  difficult  to  achieve  the  pur- 
poses of  the  act.  If  the  funds  requested  are  made  available  during  fiscal  year 
1959,  States  can  recruit  staff  promptly  for  developing  plans,  initiating  surveys, 
and  organizing  forums  and  conferences  which  will  insure  wide  public  participa- 
tion in  the  formulation  of  sound  programs  and  recommendations. 

Some  of  the  States  may  not  make  application  for  the  maximum.  However, 
it  is  not  possible  to  estimate  accurately,  the  extent  to  which  lesser  amounts 
will  be  requested  or  allotted.  Grants  may  be  used  over  a period  of  21  months 
for  expenses  incurred  in  connection  with  preconference  studies,  local  conferences, 
and  the  White  House  Conference. 

Administrative  expenses 

The  White  House  Conference  on  Aging  is  conceived  as  a major  national  forum 
for  assessment  of  the  entire  field  of  aging  and  for  the  development  of  recom- 
mendations and  blueprints  for  action  for  the  guidance  of  oflBcial  agencies  and 
voluntary  organizations  at  national.  State,  and  local  levels.  If  these  objectives 
are  to  be  achieved,  there  must  be  long  and  intensive  preparation  and  careful 
and  detailed  planning  for  the  Conference  itself.  The  Conference  Advisory 
Committee  called  for  in  the  act  will  consist  of  professional  and  organizational 
leaders  in  American  life  who  will  be  charged  with  determining  overall  Con- 
ference policies,  procedures,  and  content,  and  related  matters.  In  addition, 
it  is  anticipated  that  the  Conference  will  be  organized  around  approximately  15 
subject-matter  areas  and  that  the  work  in  each  of  these  areas  will  be  directed 
by  a planning  committee  of  10  members  (from  outside  the  Government)  assisted 
by  a technical  director  and  a part-time  technical  assistance  group  assigned  from 
Federal  agencies.  The  tasks  of  these  groups  will  include  preparation  of  detailed 
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background  papers  in  the  several  subject-matter  areas,  compilation  of  relevant 
data,  identification  of  specific  problems  for  Conference  deliberation ; providing 
assistance  in  selection  of  delegates ; and  conducting  the  actual  work  sessions  of 
the  Conference.  Beyond  this  the  “Aging”  staff  assisted  by  other  agencies  of 
the  Government  will  have  to  prepare  and  distribute  exhibits,  workbooks,  infor- 
mation pamphlets,  and  other  materials  to  assist  the  States  and  communities  in 
their  preparatory  work;  provide  informational  materials  to  communication 
agencies  (periodicals,  press,  TV,  radio)  ; and  give  consultation  to  national  or- 
ganizations and  States. 

These  activities  will,  of  course,  call  for  a sizable  staff  and  funds  for  travel, 
printing,  and  meetings.  An  appropriation  of  $100,000  was  sufllcient  for  six 
positions  in  the  Ofllce  of  the  Secretary  of  the  Department  of  Health,  Education, 
and  Welfare  and  for  contractual  services  by  two  agencies,  the  Labor  Depart- 
ment and  the  Housing  and  Home  Finance  Agency,  to  engage  technical  directors 
in  order  to  initiate  activity.  These  positions  will  be  working  on  Conference 
organization,  development  of  liaison  with  national  and  State  agencies  and 
organizations,  preparation  of  papers  for  the  Advisory  Committee,  and  so  forth. 
The  funds  available  are  insufl&cient  to  permit  planning  and  preparation  to  pro- 
ceed as  rapidly  as  is  necessary  if  the  Conference  objectives  and  time  schedule 
are  to  be  met.  The  present  request  for  an  additional  $3G,000  for  administrative 
expenses  includes  funds  for  3 additional  positions  for  preparation  of  other  Con- 
ference papers,  providing  consultation  to  States  and  organizations,  and  prepar- 
ing materials  for  communication  media.  Of  the  $36,000  requested  $22,515  will 
provide  for  payment  for  five  technical  directors  in  such  important  subject-matter 
areas  as  income  maintenance,  health,  rehabilitation,  education,  and  State  and 
community  organizations  within  agencies  of  the  Department  of  Health,  Educa- 
tion, and  Welfare,  and  a secretary  for  each.  It  is  important  that  the  technical 
directors  be  employed  and  directed  by  the  agencies  with  competencies  in  the 
specific  fields  mentioned  rather  than  by  the  Ofllce  of  the  Secretary ; they  will 
become  integral  parts  of  the  agencies  and  so  can  draw  upon  the  entire  resources 
and  personnel  of  these  organizations.  The  staff  should  begin  to  perform  their 
functions  as  early  as  possible  so  that  the  necessary  materials  and  technical 
assistance  can  be  provided  to  the  States  as  they  begin  their  own  activities.  The 
technical  directors  will  provide  staff  services  to  planning  committees,  prepare 
comprehensive  background  papers  for  the  use  of  local.  State,  and  national  con- 
ferences— describing  the  current  situation  in  their  subject-matter  areas,  noting 
unmet  needs  and  program  gaps,  and  identifying  issues  for  discussion  and 
resolution. 

Mr.  Thomas.  How  do  you  arrive  at  your  estimate?  You  have  48 
States  plus  Alaska  and  then  your  Territories  make  a total  of  54.  By 
law,  payments  may  be  made  to  each  up  to  $15,000.  Is  that  the  way 
you  arrived  at  $810,000  ? 

Miss  Adkins.  Yes,  sir. 

Mr.  Thomas.  How  do  you  arrive  at  your  figure  of  $846,000  ? 

Miss  Adkins.  Tlie  $36,000  is  to  cover  additional  salaries  and  ex- 
penses. 

Mr.  Thomas.  You  come  up  with  a permanent  figure  of  total  per- 
sonal services  in  the  amount  of  $50,000.  I thought  you  gave  me  a 
figure  of  $136,000. 

Mr.  Kelly.  The  additional  request  for  personnel  is  $5,245;  for 
the  five  technical  directors  and  secretaries,  $22,515. 

Those  positions  are  shown  under  “Services  performed  by  other 
agencies.” 

Mr.  Thomas.  Services  supplied  by  other  agencies,  07  ? 

Mr.  Kelly.  Yes,  sir. 

Mr.  Thomas.  Travel,  $1,500. 

YTio  is  going  to  spend  that,  the  people  in  the  District  ? 

Mr.  Kelly.  No  ; this  is  for  the  staff  of  the  White  House  Conference. 
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Mr.  Thomas.  “Printing  and  reproduction,”  $5,000.  Who  is  going 
to  spend  that  ? 

Mr.  Kelly.  This  is  in  connection  Tvith  the  publications  and  ma- 
terials distributed  to  the  States  and  communities. 

Mr.  Thomas.  “Other  contractural  services,”  or  rather,  “Services  per- 
formed by  other  agencies,”  $22,515. 

Mr.  Kelly.  That  is  for  the  five  technical  directors  and  secretaries. 

Mr.  Thomas.  Virtually  salary  costs  ? 

Mr.  Kelly.  Yes,  sir. 

Mr.  Thomas.  Equipment,  $1,050.  WTio  is  going  to  spend  that  ? 

Mr.  Kelly  This  relates  to  the  provisions  of  equipment  for  the  three 
new  employees. 

Mr.  Thomas.  “Grants,  subsidies,  and  contributions,”  $810,000. 
'VVhat  is  that  ? 

Miss  Adkixs.  That  is  $15,000  to  the  States  and  Territories. 

Mr.  Thomas.  How  much  of  a guess  figure  is  this? 

Miss  Adkins.  Mr.  Chairman,  we  have  discovered  that  it  is  costing, 
or  will  cost,  the  States  a great  deal  more  than  this  to  do  the  things 
which  they  are  being  asked  to  do*. 

Mr.  Thomas.  Under  this  law,  is  the  Government  supposed  to  pay 
for  the  entire  cost  of  the  calculations  and  studies  made  by  the  various 
States  or  is  it  only  on  a contribution  basis  up  to  $15,000  ? 

What  yardstick  do  you  have  to  go  by  ? 

Miss  Adkins.  What  experience  has  shown  in  the  other  States. 

PARTICIPATION  BY  THE  STATES 

Mr.  Thomas.  What  are  the  States  doing?  This  Conference  has 
been  in  operation  about  a year  and  how  much  longer  is  it  supposed 
to  go? 

Miss  Adkins.  January  1961. 

Mr.  Thomas.  Was  it  a 3-year  program  ? 

Miss  Adkins.  The  appropriations 

Mr.  Thomas.  MTiat  has  been  done  so  far  by  the  States  ? 

Miss  Adkins.  Mr.  Fitch  can  speak  to  that  having  traveled  ex- 
tensively. 

Mr.  Fitch.  There  are  about  34  State  commissions  in  the  country 
at  the  present  time  and  in  response  to  the  Secretary’s  letter  advising 
of  the  MTiite  House  Conference,  these  34  have  indicated  they  were 
interested  and  willing  to  cooperate  and  they  felt  it  was  one  of  their 
most  important  projects.  The  States  are  very  anxious  and  they  rec- 
ognize that  many  of  them  cannot  do  it  without  the  money. 

Mr.  Thomas.  In  my  humble  judgment,  and  I am  far  from  being 
an  authority  on  the  subject,  this  is  one  subject  that  has  been  neglected 
far  too  long.  Many  people  have  changed  and  are  going  to  have  to 
change  their  thinking  on  this.  The  insurance  people  are  going  to 
have  to  change  their  thinking  in  reference  to  rates  and  insurance. 
Those  rates  are  still  about  the  same,  are  they  not  ? 

Business  is  going  to  have  to  change  its  thinking. 

At  age  65  a good  many  people  are  strong  of  body  and  mind  and 
willing  and  able  to  work  and  if  they  want  to  work,  why  should  they 
not  be  permitted  to  work  if  they  can  deliver?  The  alternative  is 
what?  Throwing  them  out  and  letting  them  become  infirm  of  mind 
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and  body  lust  because  they  have  nothing  to  do  and  finally  end  up 
in  the  hospital  ? 

It  is  a bi^  subject  and  there  is  no  question  about  it. 

Mr.  Thomas.  Mr.  Jensen? 

PURPOSE  of  surveys 

Mr.  Jensen.  What  is  the  end  result  you  are  attempting  to  learn 
from  these  surveys  you  are  making  ? 

M iss  Adkins.  Mr.  Congressman,  the  thing  which  they  should 
know  is  the  situation  within  their  own  States,  the  number  of  people 
involved,  what  are  the  facilities  available  to  take  care  of  them,  and 
what  are  the  community  facilities?  I think  we  all  agree  that  there 
are  always  groups  within  the  community  which  should  have  a very 
major  responsibility  for  the  general  well-being  of  the  community,  the 
voluntary  groups  and  so  on. 

Tliere  will  be  a need  for  them  to  know  what  their  situation  is  and 
how  they  can  meet  it  and  it  has  been  shown  in  other  conferences — for 
example,  the  White  House  Conference  on  Children — that  there  has 
been  help  given  to  the  States  in  knowing  just  exactly  what  their  own 
situation  is.  In  this  group  of  aging,  the  population  in  this  area  is 
increasing  and  there  is  a need  for  the  States  to  know. 

Are  they  doing  things  which  are  helpful  ? Are  there  things  which 
they  can  be  doing  which  would  be  helpful? 

I think  that  is  the  reason  for  the  survey. 

Mr.  Jensen.  What  is  the  next  step  after  your  survey  is  completed  ? 

Miss  AdKiNs.  We  would  hope  that  the  States  would  see,  and  volun- 
tary groups  would  see,  ways  in  which  they  might  meet  any  needs 
which  there  are  to  be  met. 

Mr.  Jensen.  Every  State  has  an  old-age  pension  program  operating 
today.  In  order  to  know  the  old  folks  who  are  qualified  for  old-age 
pensions,  the  States  have  a rather  complete  record ; do  they  not  ? 

Miss  Adkins.  I assume  you  mean  in  the  public-assistance  rolls  and 
things  of  that  sort? 

Mr.  Jensen.  That  is  right.  That  is,  other  than  what  the  States 
already  know  about  the  old-age  group,  I am  just  a little  bit  at  a loss 
to  see  what  the  other  information  is  that  your  organization  is  going 
to  render,  or  what  it  is  going  to  be  able  to  ascertain. 

Miss  Adkins.  The  States  will  do  this  themselves.  What  we  would 
do  is  to  give  them  the  survey  booklets,  shall  we  say,  which  will  enable 
them  to  find  out  answers  and  the  needs  of  recreation,  housing,  health, 
as  well  as  maintenance  of  income.  Maintenance  of  income  for  most 
people  is  important  because  if  they  are  able  to  continue  work  they 
would  prefer  to  do  that  rather  than  not. 

We  have  seen  instances  of  emphasis  given  to  the  employment  of 
the  person  who,  because  of  rules,  has  had  to  retire  at  age  65.  There 
have  been  definite  attempts  made  successfully  to  find  employment 
for  these  people.  Frankly,  it  helps  them  in  their  morale  and  it  also 
helps  keep  some  of  those  people  off  the  public-assistance  rolls  because 
they  can  support  themselves. 

There  are  many  areas  of  activity  for  older  people  which  can  be 
stimulated  if  people  are  aware  of  the  needs.  I am  a firm  believer 
that  the  people  in  this  country  respond  through  their  own  spirit  of 
generosity  and  willingness  to  help  if  they  can.  One  of  the  things 
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which  has  occurred  has  been  the  establishment  in  communities  of  the 
Golden  Age  Clubs  so  that  these  older  people  may  have  a chance  to 
come  together  and  have  recreation  facilities. 

Mr.  Jensen.  Is  this  a need  in  this  particular  community  or  is 
it  not  ? 

Miss  Adkins.  That  is  what  the  survey  would  do.  It  would  help 
to  point  out  needs  in  physical  care  and  housing. 

Mr.  Jensen.  Do  you  make  an  investigation  as  to  the  worth  of  the 
children  of  these  needy  old  parents  ? 

Do  you  attempt  to  bring  a little  pressure  on  them  to  help  their 
parents  ? 

Miss  Adkins.  That  is  done  through  the  public  assistance  programs 
which  are  governed  by  rules  and  regulations.  I am  sure,  and  I know 
from  my  own  experience  in  our  small  town  on  the  Eastern  Shore  of 
Maryland,  that  there  are  rules  and  regulations  governing  the  respon- 
sibility of  children  of  these  aged  parents. 

Mr.  Jensen.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Jensen.  That  is  all. 

Mr.  Bow.  Is  it  a fact  that  this  conference  is  now  planning  for  the 
future  and  the  examination  of  the  present  records  on  old-age  assist- 
ance? 

Miss  Adkins.  Mr.  Bow,  I am  sure  that  the  reason  the  Congress 
enacted  the  legislation  for  this  White  House  Conference  was  a desire 
on  the  part  of  Congress  to  have  the  Nation  as  a whole  look  at  these 
problems  and  see  what  could  be  done,  not  completely  by  Government. 
I do  not  think  anyone  has  that  idea.  You  must  have  basic  facts  when 
these  people  come  together  so  that  they  will  know  what  they  are  talk- 
ing about,  and  that  is  the  reason  why  the  survey  is  one  item  in  the 
preparation  for  this. 

We,  through  our  staff  work,  will  draw  up  a suggested  line  of 
surveys  so  that  all  of  the  States  will  be  talking,  if  possible,  from  a 
common  point  of  view  on  these  matters.  It  is  anticipated  that,  in  the 
Conference  Organization,  which  will  really  be  established  through 
the  help  of  an  Advisory  Committee — which  the  Secretary  is  authorized 
to  appoint  and  which  we  hope  will  be  completed  within  30  days — that 
there  will  perhaps  be  as  many  as  17  areas  of  interest  which  will  be 
discussed  at  the  Conference  itself. 

The  details  of  the  Conference  will  be  determined  by  the  Advisory 
Committee,  but  we  are  in  the  process  now  of  drawing  up  background 
papers  so  they  will  be  of  assistance  when  the  Advisory  Committee 
meets. 

Mr.  Bow.  As  I understand  it — and  check  me  if  I am  wrong — this 
has  been  brought  about  and  was  recommended  by  the  administration 
to  the  Congress  and  passed  by  the  Congress,  with  the  idea  of  the 
ever-increasing  numbers  of  aged  in  this  country  needs  planning,  not 
only  for  now  but  for  the  future  ? 

Miss  Adkins.  That  is  right. 

Mr.  Bow.  F or  the  benefit  and  welfare  of  this  ever-increasing  group 
of  aged  in  the  country. 

Miss  Adkins.  Yes,  sir. 

Mr.  Bow.  That  is  all. 
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BASIS  FOR  ALLOTMENTS  TO  STATES 

Mr.  Jonas.  Are  you  not  going  to  get  into  some  trouble  if  you  make 
blanket  allotments  of  $15,000  per  State  and  Territory  without  any 
regard  for  population?  How  did’you  justify  making  that  on  a pro 
rata  basis  ? 

Miss  Adkins.  Mr.  Jonas,  what  we  have  found  is  that  in  the  prepara- 
tions necessary  by  law  for  the  States  to  get  ready  for  this  Conference 
and  to  help  defray  the  expenses  of  delegates,  we  think  it  is  fair  to  put 
all  of  the  States  on  the  same  basis.  There  will  be  a statement  from  each 
State  when  they  make  an  application  which  will  be  reviewed  care- 
fully to  be  sure  they  are  following  the  instructions  of  the  law  and 
then  in  the  course  of  the  accounting  for  these  funds,  our  regular 
audit  system  will  be  used  so  that  we  can  be  sure  that  the  funds  have 
been  used  as  Congress  intended. 

We  are  trying  to  take  all  of  the  safeguards  possible  to  see  that  this 
money  is  well  used. 

!Mr.  Jonas.  It  is  obvious  that  you  think  each  State  should  receive 
the  same  amount. 

Miss  Adkins.  The  bigger  States  are  going  to  have  to  pay  a great 
deal  more  than  this  and  some  of  the  smaller  States  in  population  size, 
frankly,  we  thought  it  was  fair  to  give  to  them  to  give  them  the 
stimuls  which  this  would  provide  in  getting  their  own  expenses.  In 
some  States  this  might  possibly  meet  all  of  their  expenses  in  prepara- 
tion for  the  Conference.  We  do  not  think  so  but  in  the  bigger  States 
we  know  that  they  are  going  to  have  to  spend  much  more  than  this 
to  get  ready  for  it. 

Mr.  Jonas.  That  is  all. 

Mr.  Thomas.  Thank  you  very  much. 

It  has  been  awfully  nice  to  have  such  distinguished  and  nice  people 
over  here  with  us.  We  hope  to  see  you  again. 
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DEPAKTMENT  OF  THE  INTEEIOR 

Tuesday,  IMaech  3, 1959. 
Bureau  of  Land  ^Ianagement 

WITNESS 

EDWARD  WOOZLEY,  DIRECTOR 

Management  of  Lands  and  Eesources 

Program  and  financing 


1959  presently 


1959  revised 


1959  increase 


available 


estimate 


(+)  or  de- 
crease (— ) 


Program  by  activities: 

1.  Lease  and  disposal  of  lands  and  mineral  resources. 

2.  Management  of  grazing  lands 

3.  Forestry 

4.  Cadastral  surveys 

5.  Soil  and  moisture  conservation 

6.  Fire  suppression 

7.  Maintenance  of  physical  facilities.  

8.  Mainenance  of  access  roads 

9.  Weed  control 

10.  General  administration 

11.  1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases. 

Total  obligations 

Financing:  1959  appropriation  available  in  1958 

New  obhgational  authority 


$6, 739, 100 
2, 601, 100 

5. 416. 100 

2. 513. 000 

3. 834. 000 
400,  000 

50,  000 
254,  000 

1. 080. 100 
1,  501,  600 

-77, 353 
-1, 314, 000 


$6, 739, 100 
2, 601, 100 

5. 416. 100 

2,  513, 000 

3,  834,  000 
2,  900,  000 

50,  000 
254, 000 

1. 080. 100 
1,  501,  600 

-77,353 


-M2, 500, 000 


+1, 314, 000 


22, 997, 647 
77, 353 


26, 811,  647 
77, 353 


-f  3, 814, 000 


23, 075, 000 


26, 889, 000 


-t-3, 814,  000 


Object  classification 


1959  presently 


1959  revised 


1959  increase 


available 


estimate 


(-f)  or  de- 
crease (— ) 


Total  niimber  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees. 

Number  of  employees  at  end  of  year 

Personal  service  obligations: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services. 

Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communieatioi  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction... 

07  Other  contractual  services 

Services  performed  by  other  agencies. 

08  Supplies  and  materials 

09  Equipment 

10  Lands  and  structm-es 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

1959  program  obligated  in  1958 

Subtotal 

Deduct  quarters  and  subsistence  charges 


2,318 

473 

2,791 

3,035 


2,318  

885  +412 

3, 203  +412 

3,035  


$12, 274, 683 
1, 360, 228 
574, 212 


$12, 274, 683 
1, 360,  228 
2, 224,  212 


+$1, 650, 000 


14, 209, 123 

1. 570. 000 

207. 000 

260.000 
200, 000 
140,000 

3, 630,  500 
49,  500 
1, 811,  562 

1. 100. 000 
362, 465 
809, 700 

43, 200 
-1, 314,000 
-77, 353 


15, 859, 123 
1, 645,  COO 

257. 000 

298. 000 

202. 000 

140, 000 

3, 805,  500 
49,500 
2,  281,  562 
1, 140, 000 
362, 465 
809,  700 
43,200 


-77, 353 


+1, 650, 000 
+75, 000 
+50,  OOO 
+38, 000 
+2, 000 


+175,  OOO 


+470, 000 
+40,000 


+1, 314,000 


23, 001, 697 
4,050 


26,  815, 697 
4,050 


+3, 814, 000 


22, 997, 647 


26, 811, 647 


+3, 814, 000 


Total  obligations 
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Mr.  Kirwan.  Do  you  have  a statement,  Mr.  Woozley  ? 

Mr.  Woozley.  Yes,  sir. 

Mr.  Kirwan.  Go  ahead. 

GENERAL  STATEMENT 

Mr.  Woozley.  We  appreciate  the  opportunity  to  appear  before  this 
committee  to  discuss  our  request  for  a supplemental  appropriation 
for  liscal  year  1959  in  the  amount  of  $3,814,000  for  the  appropriation 
‘‘Management  of  lands  and  resources.”  Our  request  comprises  two 
items:  (1)  to  provide  funds  for  our  fire  suppression  activity  in  the 
amount  of  $2,500,000  to  cover  obligations  incurred  to  December  31 
and  the  estimated  requirements  for  the  remainder  of  this  fiscal  year; 
and  (2)  to  cover  the  cost  of  the  pay  increase  granted  under  Public 
Law  85-462  amounting  to  $1,314,000. 

For  the  benefit  of  members  of  the  committee  who  may  not  be  fa- 
miliar with  the  operations  of  the  Bureau,  I would  like  to  outline  briefly 
its  responsibilities. 

The  Bureau  of  Land  Management  is  the  Federal  Government’s 
agent  in  administering  475  million  acres  of  public  domain  lands  in 
the  United  States,  including  the  new  State  of  Alaska,  and  making 
their  resources  available  to  the  public  for  multiple  use.  Also,  it  is 
responsible  for  mineral  leasing  on  the  Outer  Continental  Shelf  and 
on  358  million  acres  of  Federal  lands  under  the  jurisdiction  of  other 
Federal  agencies. 

In  addition  to  leasing  or  transferring  title  to  the  lands  or  mineral 
resources,  the  Bureau  regulates  grazing  on  the  public  domain  and 
conducts  an  active  conservation  program  thereon;  administers  a siz- 
able timber  sales  program ; and  is  the  official  cadastral  surveying  or- 
ganization of  the  Government. 

Of  equal  importance  to  the  lease  and  disposition  of  the  lands  is 
the  responsibility  of  conserving  the  renewal  resources  such  as  timber 
and  forage  by  proper  use  and  protecting  these  resources  from  fire 
and  other  destructive  elements. 

As  I have  indicated,  this  estimate  includes  a request  for  $2,500,000 
for  fire  suppression  costs  in  fiscal  year  1959.  For  many  years  the 
Bureau  has  been  operating  under  an  arrangement  whereby  a token 
amount  is  appropriated  in  the  regular  appropriation  act  for  fire  sup- 
pression, and  a supplemental  then  is  submitted  in  sufficient  amount 
to  cover  the  actual  suppression  costs.  The  token  appropriation  for 
1959  amounted  to  $400,000. 

During  the  1958  calendar  year  season,  947,886  acres  were  burned 
over.  This  compares  with  over  5,500,000  acres  in  1957.  The  fire 
season  in  Alaska  was  severe  but  it  was  even  more  so  in  the  Western 
States.  Our  constant  efforts  to  improve  and  modernize  our  fire  de- 
tection and  control  techniques  and  our  communication  facilities  are 
beginning  to  produce  results.  Despite  an  increase  in  the  number  of 
fires  the  acreage  burned  and  damage  to  our  resources  have  been  re- 
duced substantially. 

Obligations  for  firefighting  to  December  31  total  $2,224,436  includ- 
ing $425,000  of  costs  incurred  in  fiscal  year  1958.  Authority  to  pay 
these  costs  in  the  current  fiscal  year  is  contained  in  section  102  of  the 
1959  Appropriation  Act.  The  amount  requested  in  this  supplemental 
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will  cover  these  obligations  and  provide  $675,564  for  spring  fire- 
fighting to  June  30.  While  we  hope  that  the  spring  fire  season  will 
not  be  severe,  adequate  funds  should  be  made  available  so  we  would 
not  have  to  expend  next  year’s  appropriation  for  current  year  costs. 

The  cost  of  pay  increases  under  the  “Kange  improvement  and  con- 
struction” appropriations  will  be  absorbed  but  funds  are  requested 
for  pay  increases  in  the  “Management  of  lands  and  resources”  appro- 
priation. Our  current  operating  programs  are  on  schedule  and  the 
absorption  of  any  part  of  the  pay  raise  would  seriously  impair  their 
accomplishment. 

JUSTIFICATION  OF  THE  ESTIMATE 

Mr.  Kirwin.  We  will  put  in  pages  1,  7,  8,  and  9 in  the  record. 

(The  pages  follow :) 

Management  of  Lands  and  Resources 


Request  ( for  1 montli  from  June  1,  1959 ) $3,  814,  000 

Appropriation  to  date  ^ 23,  075,  000 

Obligations  to  Dec.  31,  1958 15,  462,  612 

Expenditures  to  Dec.  31,  1958 12, 187,  998 

Budget  estimate  next  fiscal  year 24,  377,  000 


Employment : 

Average  number  current  appropriation 2,  791 

Number  involved  this  estimate  (casual  firefighters  only) 412 

Actual  employment  Dec.  31,  1958 2,  341 


^ Includes  $885,000  appropriated  in  Supplemental  Appropriation  Act,  1959. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  total  amount  of  supplemental  funds  needed  for  fiscal  year  1959  is 
$3,814,000.  This  amount  includes  $2,500,000  to  cover  costs  of  firefighting  on  pub- 
lic domain  lands  in  the  Western  States  and  Alaska,  and  $1,314,000  to  cover  costs 
of  the  pay  increase  granted  by  Public  Law  85^62. 

Following  is  an  analysis  of  firefighting  funds  available,  obligations  incurred 
and  the  additional  amount  required  : 

Obligations  for  firefighting  to  Dec.  31,  1958,  including  obligations  in- 


curred in  fiscal  year  1958,  financed  from  1959  appropriations $2,  224,  436 

Appropriated,  1959 400,  000 

Deficit 1,  824,  436 

Estimated  obligations  remainder  of  fiscal  year 675,  564 

Supplemental  appropriation  required  for  fire  suppression 2,  500,  000 


JUSTIFICATION 

Management  of  lands  and  resources,  $3,814,000. 

6.  Fire  suppression,  $2,500,000 

A supplemental  appropriation  of  $2,500,000  is  required  to  cover  the  cost  of  fire 
suppression  on  lands  under  the  jurisdiction  of  the  Bureau  of  Land  Management 
in  fiscal  year  1959.  From  July  to  December  31,  1958,  this  cost  has  reached 
$1,824,436,  and  it  is  anticipated  that  fire  cost  during  the  spring  season  to  June 
30, 1959,  will  require  an  additional  $675,564. 

Since  it  is  impossible  to  predict  the  cost  of  fire  suppression,  it  has  been  the 
practice  of  the  Congress  to  appropriate  a token  amount  to  the  Bureau  of  Land 
Management  for  fire  suppression,  the  remainder  to  be  provided  by  a supplemental 
appropriation,  thus  avoiding  the  necessity  of  curtailing  regular  Bureau  pro- 
grams to  provide  funds  for  firefighting.  The  amount  appropriated  for  this  pur- 
pose in  fiscal  year  1959  is  $400,000.  However,  firefighting  costs  in  fiscal  year  1958 
exceeded  the  amount  available  therefor,  making  it  necessary  to  apply  the  $400,000 
appropriated  for  1959  to  1958  costs.  This  is  authorized  by  section  102  of  the 


678 


“General  Provisions — Department  of  the  Interior,”  in  the  Department  of  the 
Interior  and  Related  Agencies  Appropriation  Act,  Public  Law  85-439. 

Following  is  an  analysis  of  firefighting  funds  available,  obligations  incurred,, 
and  the  additional  amount  required : 

Obligations  for  firefighting  to  December  31,  1958,  including  obliga- 
tions incurred  in  fiscal  year  1958,  financed  with  1959  appropria- 


tions  $2,224,436 

Appropriated  1959 400,  000 


Deficit 1,  824,  436 

Estimated  obligations  remainder  of  fiscal  year 675,  564 


Supplemental  appropriation  required 2,  500, 000 

Obligations  incurred  for  fire  suppression  for  the  last  half  of  the  fiscal  years 
1955  through  1958  and  estimated  for  last  half  of  fiscal  year  1959  are  as  follows : 


1955  $50,  583 

1956  85,  636 

1957  438,442 

1958  625,348 

1959  (estimated) 675,564 


The  funds  requested  for  the  balance  of  this  fiscal  year  are  intended  to  avoid 
the  necessity  of  requiring  1960  funds  to  meet  obligations  incurred  during  the 
current  fiscal  year. 

During  the  summer  season  of  1958,  early  matured  grass  cover,  low  precipitation, 
and  high  temperatures  combined  to  result  in  a very  severe  fire  season.  Although 
it  was  severe  in  Alaska,  it  was  even  more  so  in  the  Western  States.  The  Bureau 
is  making  greater  use  of  chemical  retardants  and  of  aircraft  for  detection  and 
suppression.  The  Bureau’s  efforts  in  improving  techniques  of  earlier  detection 
and  prompt  suppression  have  resulted  in  substantial  reduction  in  the  destruction 
of  our  natural  resources.  This  is  evidenced  in  the  fact  that  despite  377  more 
fires  in  1958  than  in  1957,  there  were  4,595,114  fewer  acres  burned. 

The  following  table  shows  the  number  of  fires  and  acres  burned  during  the 
past  5 calendar  years : 


Calendar  year 

Number  of 
fires 

Acres  burned 

1954 — 

852 

1, 200, 000 
93,  582 
516,  868 
5,543,000 
947, 886 

1955. 

580 

1956 

1,041 
1,280 
1, 657 

1957 

1958 

Obligations  incurred  for  fire  suppression  for  fiscal  year  1955  through  1958  and 
estimated  for  fiscal  year  1959  are  shown  in  the  following  table : 


Obligations 

Fiscal  year : incurred 

1955  $522,  845 

1956  374,  916 

1957  823,  608 

1958  2,198,990 

1959  ( estimated ) 2,  900,  000 


Pay  increase,  Puhlic  Lata  85-462,  $1,314,000 

The  cost  of  the  pay  increase  granted  by  Public  Law  85-462  to  this  appropria- 
tion will  be  $1,314,000.  A deficiency  appropriation  for  the  full  amount  will  be 
required  in  order  to  prevent  curtailment  of  the  programs  for  which  the  19.59 
appropriation  was  made.  Savings  that  might  accrue  from  lapses  in  approved 
positions,  program  adjustments  or  from  any  other  source,  will  be  applied  toward 
any  deficiency  resulting  from  the  cost  of  firefighting. 

Mr.  Kirwan.  This  is  the  same  thing  every  year  ? 

Mr.  WoozLEY.  Yes,  sir. 

Mr.  Kirwan.  We  allowed  you  $400,000  in  the  regular  budget? 
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Mr.  WoozLEY.  Yes,  sir. 

Mr.  Kirwan.  You  nor  anyone  else  knows  how  many  forest  fires 
there  will  be  ? 

Mr.  WoozLEY.  That  is  right. 

Mr.  Kir  WAN.  You  advance  the  money  from  other  agencies,  is  that 
correct  ? 

Mr.  WoozLEY.  From  other  functions,  yes. 

Mr.  Kirwan.  Now  you  have  to  get  the  money  to  pay  them  back 
and  carry  on  the  balance  of  the  year  ? 

Mr.  WoozLEY.  That  is  correct. 

Mr.  Kirwan.  Of  the  amount  requested  you  need  $1,314,000  to  cover 
the  costs  of  the  pay  increase?  How  much  of  that  is  something  you 
can  absorb  ? 

Mr.  WoozLEY.  If  we  absorb  any  of  that  pay  increase  it  would  seri- 
ously impair  our  operations  which  are  backlogged  at  this  time  in 
lands,  minerals,  forestry,  and  in  range  work. 

Mr.  Kirwan.  Can  you  absorb  any  of  the  request  ? 

Mr.  WoozLEY.  Not  in  this  appropriation ; no,  sir. 

Mr.  Kirwan.  How  much  do  the  agencies  that  you  are  connected 
with  turn  in  to  the  Government  of  the  United  States  in  the  course 
of  a year  ? 

Mr.  W oozLEY.  It  varies.  Since  we  are  not  able  to  issue  new  leases 
in  the  outer  Continental  Shelf  due  to  some  legal  problems,  our  in- 
come last  year  was  only  about  $127  million. 

Mr.  Kirwan.  It  keep  you  on  the  jump  all  the  time  to  take  care  of 
those  leases  and  to  get  those  revenues  in  ? 

Mr.  WoozLEY.  Yes,  sir;  in  fact,  we  have  something  over  105,000 
cases  backlogged  now  that  we  are  not  able  to  handle. 

Mr.  Kirwan.  Can  you  repeat  that  ? 

Mr.  WoozLEY.  About  103,000, 1 am  told. 

Mr.  Kirwan.  How  much  revenue  do  you  estimate  that  would  bring 
to  the  Government,  if  you  were  able  to  handle  it? 

Mr.  WoozLEY.  It  is  about  two-thirds  of  what  we  actually  closed 
last  year  so  it  could  very  well  be  that  it  would  run  up  to  $50  million. 

Mr.  Kirwan.  You  are  not  asking  for  any  new  employees  in  this 
request  ? 

Mr.  WoozLEY.  No,  sir ; just  the  ones  we  have. 

Mr.  Jensen.  How  many  applications  did  you  have  on  hand,  not 
processed,  approximately  a year  ago  ? 

Mr.  WoozLEY.  As  I recall,  74,151  to  be  exact  at  June  1957,  Mr.  Jensen. 

Mr.  Jensen.  You  are  losing  ground  on  processing  leases  during 
the  past  year ; is  that  right  ? 

Mr.  WoozLEY.  We  are  processing  more  than  we  ever  have  but  the 
increased  demands  keep  coming  in.  We  expect  that  we  will  have 
in  the  neighborhood  of  185,000  requests  this  year  as  compared  to 
about  99,800  in  1954. 

Mr.  J ENSEN.  Is  there  any  way  that  you  can  expedite  the  processing 
of  those  leases?  Are  you  using  about  the  same  procedure  you  have 
used  before  ? 

Mr.  W'oozLEY.  No,  sir;  we  are  constantly  improving  our  techniques 
through  photocopying  and  through  new  and  improved  procedures. 
We  have  a management  improvement  group  that  is  constantly  work- 
ing on  better  ways  to  expedite  issuing  these  leases. 
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IVfr.  Jexsen.  Has  it  produced  results  in  your  operations?  Have  you 
been  able  to  process  more  leases  since  you  put  in  that  program? 

Mr.  WoozLEY.  Yes,  sir.  In  1954  we  were  able  to  process  approxi- 
mately 83,000  cases  and  in  1958  we  actually  processed  152,000  cases. 
We  have  some  additional  people  but  the  caseload  per  person  has  been 
increased  materially.  Koughly,  I would  say  it  is  about  25  percent  per 
person. 

Mr.  Jexsex.  Mr.  Chairman,  this  firefighting  fund  is  a regular,  an- 
nual program.  We  handle  it  each  year. 

That  is  all. 

Mr.  Kirwan.  Thank  you,  gentlemen. 


Tuesday,  March  3, 1959. 

Bureau  of  Indian  Affairs 

WITNESSES 

ERVIN  J.  UTZ,  ASSISTANT  COMMISSIONER  (RESOURCES) 

ROBERT  J.  TRIER,  CHIEF,  BRANCH  OF  ROADS 
HOMER  B.  JENKINS,  CHIEF,  BRANCH  OF  TRIBAL  PROGRAMS 
WILBUR  P.  KANE,  CHIEF,  BRANCH  OF  BUDGET  AND  FINANCE 
J.  LEONARD  NORWOOD,  CHIEF,  BUDGET  SECTION 

Road  Construction  and  Maintenance  (Liquidation  of  Contract 

Authorization) 


Status  of  unfunded  contract  authorisation 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities:  Navajo-Hopi  roads  (liquidation  of 
contract  authorization)  _ 

$1, 000, 000 

$1, 000, 000 

Financing:  Appropriation  to  liquidate  contract  authorization. 

1, 000, 000 

1, 000,  OOO 

Mr.  Kirwan.  We  next  take  up  the  Bureau  of  Indian  Affairs.  Do 
you  have  a statement  ? 

Mr.  Utz.  Yes,  sir.  I have  a very  brief  statement. 

Mr.  Kirwan.  Go  ahead. 

GENERAL  STATEMENT 

Mr.  Utz.  Mr.  Chairman  and  gentlemen,  Mr.  Massey,  Assistant 
Commissioner,  who  was  to  present  this  estimate,  is  out  of  the  city 
and  I am  taking  his  place  this  morning. 

Mr.  Chairman  and  members  of  the  committee,  I appreciate  this 
opportunity  of  appearing  before  you  in  support  of  the  two  supple- 
mental appropriation  items  we  are  requesting  for  fiscal  year  1959. 

The  first  item,  in  the  amount  of  $6,960,000,  is  for  payment  to  the 
Standing  Rock  Sioux  Tribe  of  Indians.  The  act  of  September  2, 
1958  (72  St  at.  1762),  provides  for  the  acquisition  of  lands  by  the 
United  States  required  for  construction  of  the  Oahe  Dam  on  the 
Missouri  River  and  for  the  relocation  and  rehabilitation  of  the  Stand- 
ing Rock  Sioux  Tribe  of  Indians.  The  funds  requested  will  be 


681 


deposited  in  the  Treasury  to  the  credit  of  the  Standing  Rock  Sioux 
Tribe  of  Indians  and  will  be  used  for  relocating,  reestablishing,  and 
providing  other  assistance  designed  to  help  improve  the  economic  and 
social  conditions  of  all  recognized  members  of  the  Standing  Rock 
Sioux  Tribe  of  Indians. 

The  second  item,  in  the  amount  of  $1  million,  is  requested  under  the 
authority  contained  in  the  act  of  August  23,  1958  (72  Stat.  834), 
This  amount  will  be  needed  to  liquidate  a portion  of  the  obligations 
entered  into  in  connection  with  the  construction  of  Routes  1 and  3 
on  the  Navajo  and  Hopi  Reservation.  The  act  of  August  23,  1958, 
amended  the  Navajo-Hopi  Long  Range  Rehabilitation  Act  (64  Stat. 
44) , by  increasing  the  amount  authorized  for  road  construction  from 
$20  million  to  $40  million  and  made  $20  million  of  contract  authority 
immediately  available  for  the  construction  of  Routes  1 and  3.  It  is 
proposed  to  initiate  this  construction  in  fiscal  year  1959  with  an 
obligational  program  of  $3  million. 

That  completes  my  statement,  Mr.  Chairman,  and  I will  be  pleased 
to  answer  any  questions  the  members  of  the  committee  may  wish  to 
ask. 

JUSTIFICATION  OF  THE  ESTIMATE 

Mr.  Kir  WAN.  We  will  insert  the  justification  in  the  record  at 
this  point. 

(The  justification  follows :) 

Road  Construction  and  Maintenance  (Liquidation  of  Contract 
Authorization),  Bureau  of  Indian  Affairs,  1959 


Request  (to  remain  available  until  expended) $1,  000,  000 

Appropriation  to  date $12,  000,  000 

Expenditures  to  Dec.  31,  1958 $8,  438,  503 

Budget  estimate,  next  fiscal  year $14,  600,  000 

Employment : 

Average  number,  current  appropriation 864 

Number  involved,  tbis  estimate 864 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

This  proposed  supplemental  appropriation  is  required  to  liquidate  contracts 
entered  into  pursuant  to  the  authority  contained  in  the  act  of  August  23,  1958 
(72  Stat.  834).  The  amount  requested  will  be  needed  to  finance  construction 
of  Routes  1 and  3 on  the  Navaho-Hopi  Reservation  for  fiscal  year  1959. 

The  obligations  incurred  and  the  proposed  cost  to  provide  for  liquidation  under 
this  authorization  are  set  forth  in  the  following  tabulation : 

Navaho-Hopi  Road  Construction  (Liquidation  of  Contract  Authorization) 

1959  program 

Appropriation  (proposed)  : 

Navaho-Hopi  road  construction  (liquidation  of  contract  authori- 
zation ) $1,  000,  000 

Proposed  cash  available  for  liquidation  of  contract  authoriza- 
tion  - 1,  000,  000 

Obligations 3,  000,  000 

Excess  obligations 2,  000,  000 

Route  1 

Navajo  Route  1 extends  197.44  miles  from  Arizona  State  highway  U.S.  89 
near  Cameron,  Ariz.,  northeasterly  via  Tuba  City,  Ariz.,  Kayenta,  Ariz.,  the 
four  corners  of  Colorado,  Utah,  New  Mexico,  and  Arizona  to  New  Mexico  State 
highway  U.S.  666  near  Shiprock,  N.  Mex. 

Part  of  Route  1, 11.5  miles  from  U.S.  89  to  Tuba  City,  has  been  improved  with 
a low-type  bituminous  surface.  This  section  will  require  shoulder  construction 
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and  a high  type  bituminous  surface.  The  eastern  part  of  the  route  21.84  miles 
from  tlie  Arizona-New  Mexico  State  line  to  U.S.  666  near  Shiprock,  has  been 
improved  to  near  State  highway  standards.  This  section  has  a high-type 
bituminous  surface  but  requires  shoulder  construction  and  the  replacement  of 
two  timber  bridges. 

The  remaining  164.1  miles  is  low  standard  or  unimproved  road  and  trail. 
Complete  new  construction  is  required  to  improve  this  road  to  the  secondary 
State  highway  standards  which  are  required  to  serve  the  character  and  volume 
of  traflic  which  engineering  studies  have  established  that  this  road  must  carry. 

The  total  estimated  cost  of  the  improvements  required  to  improve  Route  1 
to  Arizona  State  secondary  standards  is  $14,364,000.  The  detailed  estimate  is 
shown  in  table  I.  The  1959  program  will  provide  for  contracting  or  otherwise 
obligating  $1,865,000  for  this  route.  The  1960  estimate  provides  $3,926,000  for 
this  route,  leaving  a balance  to  complete  of  $8,573,000. 

Route  8 

Route  3 extends  easterly  170.131  miles  from  Tuba  City,  Ariz.,  via  Kearns  Can- 
yon, Ariz. ; Ganado,  Ariz. ; and  Window  Rock,  Ariz.,  to  New  Mexico  State  High- 
way U.S.  666  north  of  Gallup,  N.  Mex. 

The  15.931  miles  of  this  route  between  the  Arizona-New  Mexico  State  line  and 
U.S.  666  north  of  Gallup  has  been  improved  to  State  highway  standards  for  the 
grading  and  base  course ; only  a high  type  asphalt  pavement  is  required  to  com- 
plete this  section.  The  remaining  154.2  miles  have  been  graded  to  a county 
trunk  standard  24-foot  road.  All  except  28.7  miles  have  bituminous  surfacing. 
Except  for  plant  mixed  asphalt  mat  on  the  section  from  Ganado,  19.5  miles  east, 
the  bituminous  surface  is  low  type. 

The  work  required  on  route  3 is  widening  the  roadbed  and  base  course  and 
constructing  a 26-foot,  high  type  asphalt  pavement.  Four  old  wooden  bridges 
must  be  replaced  with  steel  and  concrete  structures,  and  some  grading  for 
alinement  and  grade  changes  in  bad  spots  is  required. 

A detailed  estimate  of  the  work  and  the  cost  on  route  3 is  shown  in  table  II. 

The  total  estimated  cost  of  route  3 improvements  is  $5,636,000.  Projects 
under  Navajo  jurisdiction  are  estimated  to  cost  $3,336,000.  Projects  under  Hopi 
jurisdiction  are  estimated  to  cost  $2,300,000. 

The  1959  program  will  provide  for  contracting  or  otherwise  obligating 
$1,135,000  for  route  3.  The  1960  estimate  provides  $1,074,000  for  this  route, 
leaving  a balance  to  complete  of  $3,427,000. 

Public  Law  85-4-70,  1959  'program — Route  1 and  Route  3,  Navajo-Hopi  roads 


[Dollar  amounts  in  thousands] 


1959  program 

Total 

Bridges 

Grading 

Surfacing 

Survey  and 
plan 

Feet 

Amount 

Miles 

Amount 

Miles 

Amount 

Miles 

Amount 

Navajo  Reservation,  Route  3; 
Dennebito  Wash  to  coal 
mine 

$1,015 

50 

28.7 

$100 

28.7 

$915 

Surveys  and  plans  _ 

24 

$50 

Navajo  total  

1,065 

28.7 

100 

28.7 

915 

24 

50 

Hopi  Reservation,  Route  3:  Sur- 
veys and  plans 

70 

23 

70 

Hopi  total..  . 

— 

70 

23 

70 

Total,  1959  Route  3 pro- 
gram  

1, 135 

28.7 

100 

28.7 

915 

47 

120 

Navajo  Reservation,  Route  1: 
State  line  to  TT.S.  fififi 

180 

819 

516 

350 

350 

$180 

Tuba  City-Middle  Mesa 

State  line  west,  5.5  miles 

Survevs  and  plans 

13.0 

5.5 

312 

300 

13.0 

5.5 

507 

216 

100 

350 

Total,  1959  Route  1 pro- 
gram  ... 

1,  865 

350 

180 

18.5 

612 

18.5 

723 

100 

350 

Total  program 

3,000 

350 

180 

47.2 

712 

47.2 

1,638 

147 

470 
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Table  I. — Road  construction,  route  1 — Project,  budget  classification,  breakdown 


[Dollar  amounts  in  thousands] 


Project 

Bridges 

Grading  and 
draining 

Surfacing 

Surveys 

Feet 

Amount 

Miles 

Amount 

Miles 

Amount 

Miles 

Amount 

TT  R hig’hway  89-Tuba  City  ..  . 

11.5 

13.0 

27.1 

10.0 

27.0 

$115 

312 

650 

240 

941 

11.5 

13.0 

27.1 

10.0 

27.0 

$398 
507 
1, 057 

390 

1,  no 

Tuba  City  tn  IVTiddle  ATesa  . . 

Middle  Mesa-Cowsprings  Coal  Aline... 
Cowsprings  Coal  Mine  to  Long  House 
Valley  . 

— 

Tyong  House  Valley  to  Eaventa  

Chureh  Rock  Wash  Bridge  . . . 

150 

$90 

Kayenta-Dennehotso  

24.0 

820 

24.0 

1, 004 

T,agnua  Creek  Bridge  . 

250 

150 

Dermehotso-Dry  Ridge..  . 

24.0 

26.0 

13.0 

950 

858 

716 

24.0 

26.0 

13.0 

21.8 

1,061 

1,076 

532 

450 

Dry  Ridge-Bob  Martin  Hill.  . 

Bob  Martin  Hill- Arizona  to  New  Mexico 
State  line 

State  Line  to  U.S.  666  near  Shiprock 

Surveys  and  plans 

350 

180 

197.4 

$757 

Total .. 

750 

420 

175.6 

5,602 

197.4 

7,585 

197.4 

757 

Estimated  for  1959 $1, 865, 000 

Estimated  for  1960 3, 926, 000 

Estimated  balance  to  complete 8,  573, 000 


Total  estimate  for  route  1 14, 364, 000 


Table  II, — Road  construction,  route  3 — Project,  budget  classification,  breakdown 


[Dollar  amounts  in  thousands] 


Project 

Bridges 

Grading  and 
draining 

Surfacing 

Survey.s 

Feet 

Amount 

Miles 

Amount 

Miles 

Amount 

Miles 

Amount 

U.S.  666  to  New  Mexico  State  line 

15.9 

$190 

New  Mexico  State  line  to  top  of  moim- 
tain 

9.7 

260 

Black  Creek ..  

150 

$80 

Top  of  mountain  to  Ganado.  

19.5 

180 

Ganado  through  Steamboat  Canyon 

22.1 

578 

Steamboat  Canyon  to  Holbrook  Junc- 
tion  

13.6 

357 

Moenicopi...  . ...  ...  

200 

100 

2.0 

$70 

Dennebito  Wash  to  coal  mine 

28.7 

100 

28.  7 

915 

Coal  miue  to  Tuba  City 

11.5 

296 

Surveys  and  plans...  .1 

121.0 

$210 

Navajo  total,  $3,336 

350 

180 

30.7 

170 

121.0 

2,776 

121.0 

210 

JedditoWash-  ... 

175 

100 

Holbrook  Jimction  to  Kearns  Canyon 

8.2 

142 

8.2 

197 

Kearns  Canyon-Toreva.. ...I 

5.0 

100 

21.5 

572 

Toreva-Dennebito  Wash 

19.4 

379 

19.4 

458 

OraibiWash.  

360 

200 

Surveys  and  plans 

49.1 

152 

Hopi  total,  $2,300 

535 

300 

32.6 

621 

49.1 

1,227 

49.1 

152 

Route  3 total 

885 

480 

63.3 

791 

170.1 

4,003 

170.1 

362 

Estimated  for  1959 $1, 135, 000 

Estimated  for  1960 1, 074, 000 

Estimated  balance  to  complete 3, 427, 000 


Estimated  for  1959 $1, 135, 000 

Estimated  for  1960 1, 074, 000 

Estimated  balance  to  complete 3, 427, 000 


Total  estimate  route  3 


5, 636, 000 
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STATUS  OF  OBLIGATIONS 

Mr.  Kirwan.^  Congress  last  year  authorized  the  spending  of  $20 
million  ; it  tliat  it? 

Mr.  1 ^Tz.  That  is  correct. 

Mr.  Ktrwan.  You  have  obligated  what,  $50,000  so  far  ? 

Mr.  Utz.  Just  about. 

Mr.  Kirwan.  Why  could  not  this  request  wait  until  the  regular  1960 
budget?  Those  Indians  have  been  out  there  100  years  and  now  all 
of  a sudden  it  becomes  urgent.  I think  it  can  wait  until  the  regular 
bill.  That  is  my  personal  opinion.  We  have  not  marked  up  that  bill 
and  you  have  only  $50,000  obligated.  I think  every  member  of  the 
committee  is  trying  to  get  away  from  supplementals  unless  they  are 
al)solutely  necessary. 

Mr.  Jensen.  I must  concur  in  Mr.  Kirwan’s  statement.  That  is  all. 

Payment  to  Standing  Eock  Sioux  Tribe 


Program  and  financing 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 

Program  by  activities:  Payment  to  Standing  Rock  Sioux 
Tribe  of  Indians  (total  costs,  obligations) 

$6, 960, 000 
6, 960, 000 

$6, 960, 000 
6, 960, 000 

Financing:  Appropriation  (new  obiigational  authority) 

Ohject  classification 


1959 

1959 

presently 

revised 

1959  mcrease 

available 

estimate 

11  Grants,  subsidies,  and  contributions 

$6, 960, 000 

$6,960,000 

Mr.  Kirwan.  We  will  now  take  up  the  item  of  the  payment  to 
Standing  Eock  Sioux  Tribe  of  Indians.  Do  you  have  a statement 
on  that? 

Mr.  Utz.  That  is  covered  in  the  first  part  of  my  statement,  Mr. 
Chairman. 

Mr.  Kirwan.  Go  ahead.  You  are  now  in  here  for  a request  of 
$6,960,000? 

Mr.  Utz.  Yes,  sir. 

Mr.  Kirwan.  Let  us  put  in  pages  4 and  5 in  the  record. 

(The  pages  follow :) 

JUSTIFICATION 

Public  Law  85-915  approved  September  2,  1958  (72  Stat.  1762)  provides  for 
the  acquisition  of  lands  by  the  United  States  required  for  construction  of  Oahe 
Dam  on  the  Missouri  River  and  for  rehabilitation  of  the  Indians  of  the  Standing 
Rock  Sioux  Reservation  in  South  and  North  Dakota. 

Section  5 of  the  act  authorizes  to  be  appropriated  the  sum  of  $6,960,000  for 
deposit  to  the  credit  of  the  tribe  for  the  purpose  of  developing  individual  and 
family  plans,  relocating,  reestablishing,  and  providing  other  assistance  designed 
to  help  improve  the  economic  and  social  conditions  of  all  recognized  members  of 
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the  tribe  and  provides  further  that  such  fund  may  be  expended  in  accordance 
with  plans  and  programs  approved  both  by  the  Tribal  Council  and  the  Secretary 
of  the  Interior. 

The  tribe  has  an  enrollment  of  about  5,300  members,  of  whom  about  3,600,  con- 
stituting 700  families,  reside  on  the  reservation.  The  taking  authorized  by  the 
bill  will  force  186  families  to  move  from  the  taking  area  and  be  absorbed  in  the 
diminished  reservation  which  presently  is  inadequate  in  both  quality  and 
quantity  of  land. 

The  present  social  and  economic  status  of  the  tribe  is  very  bad.  These  people 
now  live  in  poor  quality  and  entirely  inadequate  houses,  crowded  to  an  average 
of  5 to  a room,  and  most  of  the  living  quarters  are  without  indoor  plumbing  or 
electricity.  Two-thirds  haul  water  for  domestic  use  and  80  percent  must  go  as 
far  as  one-half  mile  for  drinking  water.  The  Standing  Rock  Indians  are  the 
lowest  income  group  in  the  Nation,  with  a median  income  in  1955  of  $340  per 
person,  including  public  welfare  and  pension  payments,  compared  to  a 1954 
national  average  of  $1,170  per  person.  Four  out  of  five  people  receive  public 
assistance  in  one  form  or  another.  They  have  little  or  no  work  and  few  work 
opportunities.  They  are  totally  unprepared  or  equipped  to  live  in  large  centers  of 
population  because  of  their  timidity,  educational  limitations,  language  handicaps, 
and  lack  of  special  skills  or  vocational  training.  Likely  candidates  for  reloca- 
tion services  have  already  left  the  reservation. 

It  is  imperative  that  plans  for  rehabilitation  be  approved  at  the  earliest  pos- 
sible date  so  that  a minimum  loss  of  subsistence  and  livelihood  will  stem  from 
the  taking  of  the  lands  and  so  that  the  economic  and  social  conditions  of  these 
Indians  may  not  only  be  improved  but  maintained. 

The  amount  of  $6,960,000  is  requested  so  that  funds  will  be  available  at  the 
earliest  possible  date  to  enable  the  Secretary  and  the  tribe  to  carry  out  their 
respective  responsibilities  with  respect  to  individual  members  of  the  tribes. 
The  first  group  of  Indians  are  to  be  moved  from  their  homes  and  relocated  by 
April  1959. 

Mr.  Kirwan.  It  has  been  said  that  there  were  400  contracts  nego- 
tiated between  the  Government  and  the  Indians  and  the  Government 
never  kept  one  of  them. 

I would  like  to  see  the  Government  keep  this  one  and  pay  the  In- 
dians this  $6,960,000. 

We  moved  them  off  the  place  where  they  were  for  150  years,  and  I 
hope  that  this  committee  and  the  Congress  will  see  fit  to  give  them  this 
money.  It  is  a worthy  thing  to  have  in  a supplemental. 

STATUS  OF  CLAIMS 

Mr.  Jensen.  The  claims  by  the  Indians  have  been  completely  ad- 
judicated now ; is  that  right  ? 

.Mr.  Utz.  There  has  been  complete  agreement  as  far  as  I understand, 
between  the  Congress  and  the  Indians,  in  connection  with  the  amount 
for  this  item. 

Mr.  Jensen.  So  you  can  now  go  ahead  and  pay  the  Indians? 

Mr.  Utz.  That  is  correct. 

Mr.  Jensen.  I think  it  is  mandatory  that  we  pay  them.  There  is 
nothing  else  that  we  can  do  ? 

Mr.  Utz.  Yes,  sir. 

Mr.  Jensen.  I agree  with  Mr.  Kirwan. 

Mr.  Bow.  Does  this  amount  draw  interest  ? 

Mr.  Utz.  Yes ; it  will  be  deposited  to  their  account  in  the  Treasury 
drawing  4 percent. 

Mr.  Bow.  Upon  payment  the  interest  will  cease  ? 

Mr.  Utz.  Yes,  sir. 

Mr.  Bow.  That  is  all. 
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PROPOSED  SCHEDULE  OF  DISBURSEMENTS 

Mr.  Jonas.  I notice  on  the  last  page  of  your  statement  the  movement 
of  the  first  group  of  Indians  is  expected  to  occur  in  April  1959.  What 
is  the  proposed  schedule  of  disbursements  for  this  money?  Do  you 
have  a tentative  or  a definite  program? 

Mr.  Utz.  There  is.  The  tribe  will  prepare  a definite  program  of 
work  on  the  reservation  which  will  be  of  longtime  benefit  to  the  In- 
dians. It  is  not  proposed  that  this  money  be  paid  out  in  per  capita 
jiayments,  except  for  the  amount  that  is  to  be  paid  for  the  land  itself. 
The  rehabilitation  funds  which  we  are  requesting  here  today  will  not 
be  paid  out  in  per  capita  payments. 

]\ri’.  Jonas.  I understand  it  will  be  used  to  defray  the  expenses  of 
the  removal  of  these  people  to  other  locations;  is  that  right? 

Mr.  ITtz.  That  is  right  and  their  rehabilitation  on  the  reservation. 

Mr.  Jonas.  I am  asking  you  about  the  schedule  of  disbursements. 
Do  you  have  a schedule  for  the  disbursement  of  this  $6,960,000  ? 

Mr.  Utz.  The  tribe  has  not  completed  its  entire  program. 

Mr.  Jonas.  You  do  not  know  whether  you  will  need  it  between  now 
and  July  1 or  not? 

Mr.  Utz.  The  tribe  will  need  a portion  of  it. 

Mr.  Jonas.  I understand  that  you  will  need  a part  of  this  first 
group  of  Indians  to  be  moved  in  April,  but  your  justifications  do  not 
show  how  much  and  do  not  contain  a schedule  of  disbursements. 

I was  inquiring  as  to  that,  if  you  know  or  if  you  have  one? 

Mr.  Utz.  We  do  not  have  a schedule  on  disbursements  at  this  time. 

Mr.  Jonas.  You  do  not  know  how  much  you  expect  to  have  to  dis- 
burse by  the  end  of  this  current  fiscal  year? 

Mr.  Utz.  No,  we  do  not.  I would  like  to  call  to  your  attention 
that  payments  will  be  made  upon  order  of  the  tribe  as  provided  by 
section  5 of  Public  Law  85-915  under  a plan  approved  by  the  Secre- 
tary. The  tribe  has  been  formulating  its  plan  for  use  of  these  funds 
and  I understand  it  will  be  submitted  to  us  for  approval  within  the 
next  several  days. 

Mr.  Jonas.  That  is  all. 
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Tuesday,  March  3,  1959. 
Bureau  of  Reclamation 

Loan  Program 

WITNESSES 

FLOYD  E.  DOMINY,  ASSOCIATE  COMMISSIONER 

NEWCOMB  B.  BENNETT,  JR.,  CHIEF,  DIVISION  OF  PROJECT  DEVELOP- 
MENT 

Program  and  financing^ 


1959 

presently 

available 


1959 

revised 

estimate 


1959  increase 


Program  by  activities: 

2.  Small  projects: 

(а)  Loans. - 

(б)  Grants., 

3.  Administration. 


$9, 307, 000 

130. 000 

200. 000 


$14, 167, 000 

130. 000 

200. 000 


$4, 860, 000^ 


Total  obligations 

Financing: 

Unobligated  balance  transferred  from  “Construction  and 

rehabilitation”  (72  Stat.  1576) 

Unobligated  balance  carried  forward 


9,  637, 000 

-419, 318 
419, 318 


14, 497, 000 

-419, 318 
419, 318 


4, 860, 000- 


Appropriation  (new  obligational  authority) 


9,  637, 000 


14, 497, 000 


4, 860, 000 


Object  classification 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 

Total  number  of  permanent  positions..  ........  ..  

19 

19 

Average  number  of  all  employees.  . . 

22 

22 

Number  of  employees  at  end  of  year . . 

14 

14 

01  Personal  services: 

Permanent  positions..  

$147, 666 
574 

$147, 666 
574 

Other  personal  services  ..  . . . . 

Total  personal  services 

148,  240 
9,  790 
300 

148,  240 
9,  790 
300 

02  Travel . . ..  

03  Transportation  of  things 

04  Communication  services . 

850 

850 

05  Rents  and  utility  services 

360 

360 

06  Printing  and  reproduction 

2,200 
36, 385 
4, 900 
1,100 
138, 769 
9, 294, 106 

2,200 
36, 385 
4,900 
1,100 

07  Other  contractual  services . ...  .. 

08  Supplies  and  materials... .. 

09  Equipment  . . . . 

11  Grants,  subsidies  and  contributions 

138,  769 
14, 154, 106 

16  Investments  and  loans ...  

$4,860,000 

Total  obligations 

9, 637, 000 

14, 497, 000 

4,860,005 

Mr.  Kirwan.  We  will  now  take  up  the  Bureau  of  Reclamation  of 
the  Department  of  the  Interior. 

We  are  glad  to  have  you  with  us.  Do  you  have  a statement,  Mr. 
Dominy  ? 

GENERAL  STATEMENT 

Mr.  Dominy.  Yes,  Mr.  Chairman. 

Gentlemen  of  the  committee  I appreciate  the  opportunity  to  ap- 
pear before  you  in  support  of  Reclamation’s  request  for  supple- 
mental funds  in  fiscal  year  1959. 

37458—59—^44 
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ref]iiost  of  $l-,860,000  now  before  this  committee  represents  the 
total  amount  required  to  finance  two  loans  as  authorized  by  the  Small 
Th‘c1amation  Projects  Act  of  1956.  The  Goleta  County  Water  Dis- 
trict in  California  has  applied  for  a loan  of  $2,080,000  and  the  Roose- 
velt Water  Conservation  District  in  Arizona  has  requested  a loan  in 
the  amount  of  $2,780,000.  Both  of  these  applicants  have  complied 
with  the  ci’iteria  set  up  for  these  loans  and  have  met  all  of  the  quali- 
fications  for  eligibility  under  the  loan  program,  including  a 60-day 
waiting  jieriod  before  the  Congress.  Each  project  is  engineeringly 
sound  and  has  met  feasibility  standards  required  under  this  program. 
Contracts  with  both  districts  providing  for  repayment  of  the  loans 
have  been  drawn  up  and  approved  by  the  Secretary  of  the  Interior. 
Elections  for  ratification  of  the  contracts  in  both  districts  are  sched- 
uled for  this  spring.  Funds  will  not  be  advanced  to  the  districts 
until  the  contracts  have  been  approved  and  validated  by  the  courts. 

As  set  forth  in  the  justification,  the  Goleta  County  Water  District 
plans  on  constructing  a project  to  utilize  water  that  is  available  from 
the  Cachuma  project,  built  by  the  Bureau  of  Reclamation  a few  years 
ago.  When  completed  this  small  project  will  serve  some  3,000  acres 
not  now  receiving  irrigation  water.  It  will  also  provide  improved 
facilities  for  serving  an  additional  855  acres  presently  irrigated  from 
other  sources  in  the  area. 

In  addition  to  the  outlet  works,  etc.,  the  principal  features  of  this 
project  consist  of  a main  conduit  of  some  42,000  feet  in  length  averag- 
ing about  30  inches  in  diameter  and  some  36,000  lineal  feet  of  dis- 
tribution systems  pipelines  varying  in  size  from  8 inches  to  21  inches 
in  diameter. 

The  proposed  project  of  the  Roosevelt  Water  Conservation  District 
provides  for  the  rehabilitation  and  betterment  of  its  existing  irriga- 
tion system  which  has  been  in  operation  for  over  30  years.  The  plan 
is  designed  to  permit  a more  economical  operation  and  maintenance 
of  the  district’s  works,  provide  more  efficient  water  deliveries  and 
reduce  distribution  system  losses.  The  plan  also  provides  for  repair 
or  replacement  of  deteriorated  existing  canal  lining,  installation  of 
concrete  lining  or  pipes  in  the  presently  unlined  laterals  having  the 
heaviest  seepage  loss  and  highest  maintenance  costs,  deepening  and 
replacing  wells  and  improving  pumping  plants.  The  system  serves 
about  37,500  acres  of  rich  irrigable  land.  The  proposed  work  is  not 
designed  to  increase  this  acreage  but  to  improve  the  system  and  to 
insure  an  adequate  supply  of  water  for  the  lands  now  under  irrigation. 

Mr.  Kirwam.  That  completes  it  ? 

Mr.  Dominy.  Y es,  sir.  That  completes  my  statement. 

JUSTIFICATION  OF  THE  ESTIMATE 

Mr.  Kirwan.  We  will  insert  pages  1 and  5 in  the  record. 

(The  pages  follow :) 
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Loan  Program 


Request  to  remain  available  until  expended $4,  860,  000 

For  4 months  from  Mar.  1, 1959. 

Appropriation  to  date $9,  637 , 000 

Obligations  to  Dec.  31,  1958 $5,  949,  752 

Expenditures  to  Dec.  31,  1958 $1,  307,  217 

Employment : 

Average  number  current  appropriation 22 

Number  involved  this  estimate 

Actual  employment,  Dec.  31,  1958 16 


1 Includes  $4,203,000  supplemental  appropriation.  Budget  estimate  next  fiscal  year, 

$220,000. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Small  reclamation  project  loan  applications  for  the  Goleta  County  Water  Dis- 
trict in  California  and  the  Roosevelt  Water  Conservation  District  in  Arizona 
were  approved  by  the  Secretary  and  sent  to  the  Congress  in  July  1958.  Com- 
pletion of  their  60  days  before  Congress  in  accordance  with  the  requirements 
of  the  act  of  August  6,  1956  (70  Stat.  1044),  as  amended  (71  Stat.  48),  has  been 
met.  The  applicants  are  eligible  for  loans  to  be  financed  from  appropriated 
funds.  An  appropriation  to  finance  these  prospective  loans  was  not  in  order 
prior  to  meeting  the  above  requirement  of  law  and  funds  were  not  requested 
in  the  regular  fiscal  year  1959  appropriation  bill.  Since  these  proposed  loans 
have  met  the  legislative  requirements,  supplemental  funds  for  fiscal  year  1959 
totaling  $4,860,000  are  hereby  requested. 


Fiscal  year  1959 : 

Regular  appropriation $5,  434,  000 

Supplemental  appropriation 4,  203,  000 

Proposed  supplemental  appropriation 4,  860,  000 


Total 14,497,000 


Two  small  reclamation  project  loan  applications  were  approved  by  the  Secre- 
tary and  sent  to  the  Congress  in  July  1958.  Completion  of  their  60  days  before 
Congress  in  accordance  with  the  requirements  of  the  act  of  August  6,  1956 
(70  Stat.  1044),  as  amended  (71  Stat.  48)  has  been  met.  The  applicants  are 
eligible  for  loans  to  be  financed  from  appropriated  funds.  An  appropriation 
to  finance  these  prospective  loans  was  not  in  order  prior  to  meeting  the  above 
requirement  of  law  and  funds  were  not  requested  in  the  regular  fiscal  year 
1959  appropriation  bill.  Since  these  proposed  loans  have  met  the  legislative 
requirements,  supplemental  funds  for  fiscal  year  1959  totaling  $4,860,000  are 
hereby  requested. 

The  Goleta  County  Water  District  in  California  has  asked  for  a loan  of 
$2,080,000  for  a project  to  irrigate  3,000  acres  of  new  lands  and  to  improve 
the  facilities  for  about  855  acres  now  irrigated.  This  project  vyill  provide  the 
irrigation  distribution  system  to  deliver  a part  of  the  water  obtained  by  the 
district  from  the  Cachuma  project  built  by  the  Bureau  of  Reclamation.  It 
v/ill  be  similar  to  a distribution  system  constructed  several  years  ago  by  the 
Bureau  to  serve  another  portion  of  the  district  as  a part  of  the  Cachuma  project. 
The  Interior  and  Insular  Affairs  Committees  of  both  the  House  and  Senate 
have  adopted  resolutions  favorable  to  this  loan.  The  repayment  contract  has 
been  prepared  and  approved  as  to  form. 

The  Roosevelt  Water  Conservation  District  in  Arizona  has  requested  a loan 
of  $2,780,000  for  the  rehabilitation  and  betterment  of  an  existing  irrigation 
system  that  serves  37,500  acres  of  land.  The  work  will  include  repairs  and 
improvements  on  main  canals  and  about  100  miles  of  laterals,  deepening  and 
replacing  wells,  and  improving  pumping  plants.  The  House  Interior  and  Insular 
Affairs  Committee  adopted  to  resolution  favorable  to  this  loan  on  August  1. 
The  repayment  contract  has  been  prepared  and  approved  as  to  form. 

CUERENT  NEED  FOR  REQUEST 

Mr.  Kirwan.  Why  could  not  this  request  wait  until  the  regular  bill  ? 
Mr.  Domina.  Mr.  Chairman,  there  is  a mistake  in  the  printed  ma- 
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torial  whi(‘h  appears  before  you.  It  says  that  we  did  not  request  money 
for  t liese  items  in  fiscal  year  1959,  but  we  did. 

If  you  frentlemen  will  recall,  we  had  a request  for  $25.2  million  for 
small  projects  and  the  loans  under  Public  Law  130  to  finance  distribu- 
tion system  construction.  The  Congress,  in  considering  it  last  year, 
reminded  us  that  this  would  be  legislation  in  the  appropriation  bill 
since  we  had  not,  at  that  time,  completed  the  legislative  requirement  of 
the  60-day  waiting  period  before  the  legislative  committees  of  Con- 
gress with  the  exception  of  two  proposed  small  projects. 

In  the  regular  appropriation  bill  for  fiscal  year  1959  did  approve, 
and  the  Senate  agreed,  and  there  was  included  money  for  the  two  small 
project  loans. 

Before  Congress  adjourned  there  were  two  others  that  had  com- 
pleted the  60-day  waiting  period  and  in  a supplemental  action  late  in 
the  last  session  of  Congress,  you  appropriated  funds  for  two  addi- 
tional small-project  loans. 

This  was  approved  both  in  the  House  and  in  the  Senate  and  I cer- 
tainly got  the  inference  that  you  gentlemen  turned  down  our  $25  mil- 
lion request  for  small-project  loans  only  because  we  did  not  have  the 
final  action  on  all  of  the  other  loans.  As  I recall  it,  you  encouraged 
us  to  come  back  for  a supplemental.  As  a matter  of  fact,  the  Senate 
committee  report  so  indicates. 

Mr.  Kirwan.  You  can  never  say  that  I indicated  for  you  to  come 
back  for  a supplemental  because  I do  not  approve  of  them.  Only 
when  there  is  an  emergency,  or  an  urgent  requirement  that  cannot  be 
deferred. 

These  loans  are  really  for  new  construction  starts. 

Why  do  we  request  these  when  the  President’s  budget  for  1960  has 
a no-new-start  policy  under  the  regular  appropriation  for  Federal 
construction  of  reclamation  projects? 

Mr.  Dominy.  We  discussed  that  at  length  before  the  Appropriations 
Committee  last  year.  We  pointed  out  that,  for  the  most  part,  the  small 
projects  were  not  for  new  construction  as  much  as  for  rehabilitation 
and  betterment  of  existing  ones.  These  two  we  have  before  you,  the 
one  for  new  construction  at  Goleta,  would  provide  a distribution  sys- 
tem to  put  to  work  project  facilities  already  built  under  the  Cachuma 
project. 

The  other  is  rehabilitation  and  betterment  work  to  modernize  and 
improve  an  existing  system. 

Mr.  Kirwan.  Not  one  is  a new  project  ? 

Mr.  Dominy.  Yes,  sir.  The  Goleta  project  is  to  finance  a distribu- 
tion system  for  an  area  not  now  irrigated — except  for  a small  acreage. 

Mr.  Kirwan.  I want  that  understood.  That  is  a new  project. 

Why  is  not  the  Roosevelt  Water  Conservation  District  project 
handled  under  the  regular  rehabilitation  and  betterment  program 
of  the  Bureau  ? 

Mr.  Dominy.  Because  it  lacks  one  essential  requirement  of  the  law. 
The  rehabilitation  and  betterment  program  under  the  act  of  1949 
is  limited  to  projects  built  originally  by  the  Federal  reclamation 
program. 

Mr.  Kirwan.  Will  there  be  any  serious  delay  or  any  great  harm 
if  we  refer  this  to  the  regular  committee  for  consideration  in  con- 
nection with  the  1960  bill?  What  harm  is  going  to  be  done? 
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Mr.  Dominy.  On  each  of  these  projects  we  can  have  the  repay- 
ment and  be  ready  to  advance  the  loan  within  the  next  30  to  60  days. 
So  there  would  be  a delay  of  about  60  days  if  these  were  to  be  financed 
as  part  of  fiscal  year  1960  instead  of  as  a supplement  to  fiscal  year 
1959  as  recommended. 

Mr  Kirwan.  There  would  be  a delay  of  only  30  or  60  days  ? 

Mr.  Dominy.  Roughly  a delay  of  that  order. 

Mr.  Kirwan.  Therefore,  there  would  not  be  too  much  harm  done 
if  we  referred  them  to  the  regular  subcommittee  on  public  works 
appropriations  ? 

Mr.  Dominy.  It  would  just  delay  the  start  of  the  projects.  That 
has  some  significance,  Mr.  Kirwan.  As  you  know,  the  construction 
period  in  the  AAest  is  somewhat  limited  although  at  Goleta  weather  is 
not  too  important.  In  the  case  of  the  Roosevelt  District  they  will 
have  to  do  the  work  in  the  spring,  and  fall  primarily,  because  it  is  on 
an  existing  project  that  is  being  irrigated.  So,  I cannot  say  there 
would  be  a serious  delay,  but  we  did  think  that  this  request  was  in 
line  with  the  discussion  we  had  with  the  Appropriation  Committees 
last  year  when  we  submitted  the  $25  million  request. 

Mr.  Kirwan.  Do  you  have  any  questions,  Mr.  Thomas  ? 

OTHER  PROJECTS  MEETING  CRITERIA  OF  SMALL  RECLAMATION 

PROJECTS  ACT 

Mr.  Boland.  Do  you  have  any  other  projects  which  meet  the  criteria 
of  the  Small  Reclamation  Projects  Act  which  are  pending  before  the 
Bureau  now  ? 

Mr.  Dominy.  We  have  others  that  are  pending  before  the  Bureau 
of  the  Budget. 

Mr.  Boland.  Other  projects  which  meet  the  criteria  of  the  Small 
Reclamation  Projects  Act  ? 

Mr.  Dominy.  We  believe  so,  and  we  expect  the  Bureau  of  the  Budget 
to  approve  those  applications  so  we  can  submit  them  to  Congress  soon. 

Mr.  Boland.  You  could  not  have  submitted  them  in  this  supple- 
mental ? 

Mr.  Dominy.  Ko,  sir ; we  have  complied  with  what  we  thought  were 
the  principles  laid  down  in  our  discussions  with  the  committee  during 
budget  hearings  for  fiscal  year  1959  that  we  would  not  submit  them 
until  they  actually  had  completed  the  requirement  of  being  before 
the  Legislative  Committee  for  a 60-day  period. 

Mr.  Boland.  But  as  of  this  date  there  are  others  which  have  com- 
pleted the  requirements  of  the  Legislative  Committee  ? 

Mr.  Dominy,  Ko,  sir. 

Mr.  Boland.  So  there  are  no  other  projects  which  meet  the  criteria 
of  the  Small  Reclamation  Projects  Act  that  are  now  pending  before 
the  Bureau  of  the  Budget  ? 

Mr.  Dominy.  That  is  right,  sir.  I misunderstood  your  question. 
We  have  others  pending  before  the  Bureau  of  the  Budget  which  are 
for  transmittal  to  the  Legislative  Committee. 

Mr.  Boland.  These  are  the  only  two  which  actually  meet  all  the 
criteria  ? 

Mr.  Dominy.  We  have  one  other  project  under  Public  Law  130 
which  does  not  have  to  come  up  for  additional  clearance  to  the  Legisla- 
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tivc  Committees  which  now  is  reaching  the  stage  where  it  could  be* 
considered  as  ready  for  a loan. 

SOUItCE  OF  WATER  FOR  GOLETA  COUNTY  WATER  DISTRICT  PROJECT 

Mr.  Jensen.  From  what  source  are  you  obtaining  the  water  for  the 
Goleta  County  Water  District  project? 

iVlr.  Domtny.  That  is  one  of  the  irrigation  districts,  Mr.  Jensen, 
tliat  will  get  its  water  through  the  Tecolote  tunnel  as  part  of  the 
Cachuma  project. 

Mr.  Jensen.  Therefore,  the  water  for  this  project  will  come  through 
the  Tecolote  tunnel  ? 

Mr.  Dominy.  They  have  some  small  water  supply,  as  I indicated. 
Tliey  are  irrigating  about  855  acres  now  from  local  pumping,  and 
tlie  major  water  supply  for  Goleta  will  come  from  the  Cachuma  proj- 
ect works. 

Mr.  Jensen.  You  mentioned  855  acres  that  are  now  irrigated. 
There  were  24,000  acres  which  were  supposed  to  be  irrigated  in  that 
project,  and  for  which  we  appropriated  money  originally.  You 
mean  to  say  there  are  only  855  acres  now  irrigated  ? 

Mr.  Dominy.  Oh,  no,  sir.  We  have  on  the  Cachuma  project  in 
addition  to  this  Goleta  extension  four  other  irrigation  districts  that 
are  taking  water  from  the  Cachuma  project  works  and  the  855  acres 
I mentioned  here  are  served  from  water  supplies  available  from 
pumping  in  the  Goleta  area. 

Mr.  Jensen.  It  is  my  understanding  that  the  main  part  of  the 
project  has  been  completed  now  for  about  3 years  ? 

Mr.  Dominy.  Yes,  sir. 

Mr.  Jensen.  I wonder  if  water  is  not  available  now  to  most  of 
the  24,000  acres  ? 

Mr.  Dominy.  Yes,  sir,  Mr.  Jensen,  we  are  furnishing  water  to  about 
27,000  acres  on  the  Cachuma  project  this  year.  This  is  merely  a 
windup  of  the  distribution  system  program. 

INTEREST  RATES  AND  REPAYMENTS 

Mr.  Bow.  Mr.  Dominy,  what  is  the  interest  on  this  loan  ? 

Mr.  Dominy.  The  loan  is  interest  free  on  any  irrigation  facility. 
If  it  is  a municipal  water  facility,  they  would  pay  interest  at  the 
rate  of  3%  percent.  The  law  requires  us  to  charge  interest  at  the 
rate  which  the  Treasury  certifies  to  be  the  yield  on  all  long-term  mar- 
ketable obligations  as  of  the  May  preceding  the  fiscal  year  in  which  the 
loan  is  made. 

Mr.  Bow.  Now,  how  much  interest  would  be  included  in  these 
projects? 

Mr.  Dominy.  I believe  both  these — I am  positive  that  both  of  these 
are  now  written  as  irrigation  loans  with  a provision  in  the  contract 
that  any  time  water  is  diverted  for  municipal  and  industrial  purposes 
an  apportionment  will  be  made  and  interest  will  be  charged  on  that 
portion  of  the  loan  at  the  time  the  change  occurs. 

Mr.  Bow.  What  is  the  repayment  contract  length  of  time? 

Mr.  Dominy.  In  the  case  of  Goleta,  we  have  a 40-year  repayment 
period,  although  the  law  permits  up  to  50,  but  we  are  required  to 
write  repayment  contracts  under  the  ability  to  repay  principle.  We 
determined  and  they  have  agreed  to  repay  it  in  40  years. 
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In  the  case  of  the  Roosevelt  district,  since  their  water  supply  is 
obtained  from  ground-water  pumping  and  since  our  geological  studies 
indicated  there  might  be  some  question  as  to  the  permanency  of  their 
ground  water  because  there  is  an  overdraft,  we  have  insisted  on  a 
shorter  period  for  repayment.  And  they  have  agreed  to  repay  it  in 
22  years.  We  recognize  that  in  order  to  pay  it  in  22  years  they  have 
to  draw  on  values  that  are  presently  there,  and  not  limited  strictly  to 
the  increased  value  that  will  be  put  in  by  this  investment.  But  they 
were  agreeable  to  this  because  they  want  this  rehabilitation  work  and 
need  it  badly. 

One  other  thing,  Mr.  Bow : We  will  charge  interest  at  the  rate  of 
3 percent  on  excess  land  under  the  Small  Projects  Act.  So,  any 
excess  lands  that  would  be  served  in  either  the  Roosevelt  or  the  Goleta 
districts  would  be  served  through  that  provision  of  the  Small  Projects 
Act. 

Mr.  Bow.  Are  there  any  of  those  anticipated  ? 

Mr.  Domixy.  Yes,  sir ; there  are  some. 

Mr.  Bow.  Can  you  tell  us  in  each  case  where  there  are  excess  lands 
what  the  interest  and  repayment  contract  will  be  ? 

Mr.  Dominy.  On  the  Roosevelt  district  our  records  indicate  that 
8,180  acres  are  in  excess  of  160  acres  in  single  ownership  and  on 
Goleta  out  of  the  3,000  acres  in  the  district,  our  records  indicate  840 
acres  are  in  ownerships  of  greater  than  160  acres  in  a single  ownership. 

Mr.  Bow.  I might  point  out  that  in  the  Development  Loan  Fund 
which  has  been  submitted  to  this  committee  there  is  about  twice  the 
amount  of  money  asked  for  for  irrigation  in  foreign  lands  where  that 
would  be  repaid  in  local  currency  as  against  what  you  are  asking  for 
here  in  the  United  States  to  be  paid  back  in  hard  dollars. 

That  is  all,  Mr.  Chairman. 

PURPOSE  or  IRRIGATION  PROJECT 

Mr.  Jonas.  Do  I understand  that  the  first  project  listed  is  a new 
one  to  irrigate  3,000  acres  of  new  land  ? 

Mr.  Dominy.  It  is  a distribution  system,  and  it  will  be  a closed-type 
distribution  system  to  bring  water  to  a new  area  of  which  855  acres  is 
already  irrigated.  Some  of  the  other  land  may  be  in  less  intensive 
agriculture  than  would  be  possible  under  irrigation.  It  is  a citrus 
area  along  the  coastal  plain  of  California. 

Mr.  Jonas.  My  question  was  are  the  statements  in  the  justifications 
correct  that  the  purpose  of  the  first  project  is  to  bring  water  to  3,000 
new  acres  of  land  and  to  improve  the  facilities  for  another  855  acres? 

Mr.  Dominy.  That  is  correct,  sir. 

Mr.  Jonas.  For  the  production  of  agricultural  products? 

Mr.  Dominy.  That  is  correct,  sir. 

Mr.  Jonas.  What  are  the  products  raised  on  this  project? 

Mr.  Dominy.  This  is  a citrus  and  avocado  producing  area,  sir. 

Mr.  J ONAS.  What  is  being  produced  on  the  dry  land  now  ? 

Mr.  Dominy.  I expect  it  is  largely  annual  grasses  used  for  livestock 
grazing. 

Mr.  Jonas.  You  mean  you  do  not  think  the  bringing  in  of  this 
3,000  new  acres  of  land  under  irrigation  will  increase  our  agricultural 
surpluses  we  already  have  in  this  country  ? 
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Mr.  Do^hny.  I am  confident  that  it  will  not,  Congressman  Jonas, 
because  it  is  citrus  and  avocados,  and  I do  not  beleive  we  are  making 
any  jirice  support  payments  or  acreage  adjustment  programs  in  con- 
nection with  those  commodities. 

Mr.  J ONAS.  Yes;  but  we  have  plenty  of  land  in  cultivation  in  other 
crops ; do  we  not? 

Mr.  Dominy.  At  the  moment  we  certainly  have  ample  land  in  culti- 
vation in  certain  crops. 

Mr.  Jonas.  I certainly  agree  with  that. 

That  is  all. 


Tuesday,  March  3,  1959. 
National  Park  Service 

WITNESSES 

CLARENCE  P.  MONTGOMERY,  ACTING  CHIEE,  DIVISION  OF  ADMIN- 
ISTRATION 

HERBERT  G.  PIPES,  BUDGET  OFFICER 

Management  and  Protection 


Program  and  financing 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 

Program  by  activities: 

1.  Management  of  park  and  other  areas - 

2.  Forestry  and  fire  control 

3.  Sod  and  moisture  conservation 

$12,  463, 494 
925, 205 
102, 800 
2,  111,  131 
312, 870 
-81, 916 
-1, 188,  500 

$12,  463,  494 
1, 125,  205 
102, 800 
2,  111,  131 
312, 870 
-81,  916 

$200, 000 

4.  Park  and  recreation  programs 

5.  Concessions  management 

6.  1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 

Total  obligations 

1, 188, 500 

14,  645, 084 
81,  916 

16, 033,  584 
81,  916 

1, 388, 500 

Financing:  1959lippropriation  available  in  1958 

New  obligational  authority 

14,  727,  000 

16, 115,  500 

1, 388, 500 
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Object  classification 


1959  pres- 
ently avail- 


1959  revised 
estimate 


1959  increase 


able 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions. 

Average  number  of  aU  employees 

Number  of  employees  at  end  of  year 


1, 872 
465 
2,248 
3, 067 


1, 872 
465 
2,248 
3,  067 


01  Personal  services: 


Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Co/mmunication  services 

05  Rents  and  utihty  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies. 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments 

1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 

Total  obligations.. 


$10, 270, 208 
1, 775, 670 
416,  872 


12, 462,  750 
489,  000 
114, 110 
295, 160 
201,  640 
207,  975 
508,  200 
25, 000 
581,  000 
340,  505 
646,  800 
5,700 
37,  660 
-81,  916 
-1, 188,  500 


14,  645,  084 


$10,  270,  208 
1,  775,  670 
556,  872 


12, 602,  750 
489,  000 
120, 110 
297, 160 
205,  640 
207,  975 
516,  200 
25, 000 
621,  000 
340,  505 
646,  800 
5,700 
37,  660 
-81,  916 


16,  033,  584 


$140, 000 


140, 000 


6,  000 
2,000 
4,000 


8,  000 


40, 000 


1, 188, 500 


1,  388,  500 


Consolidated  schedule  of  personal  services  paid  from  funds  available  to  the 

National  Park  Service 


1959,  presently 
available 

1959  revised 
estimate 

1959  increase 

Num- 

ber 

Total 

salary 

Num- 

ber 

Total 

salary 

Num- 

ber 

Total 

salary 

No  change  in  permanent  positions:  Net  per- 
manent (average  number,  net  salary) 

No  change  in  positions  other  than  permanent 

3, 944. 9 

$22, 177,  585 
6,  202, 560 

85,  445 
570,  555 

27.000 

50. 000 
122, 000 

70,  000 

3, 944. 9 

’» 

$22, 177,  585 
6,  202, 560 

85,  445 
580,  555 
27,  000 
50,  000 
122, 000 
200, 000 

Other  personal  services: 

Regular  pay  above  52-week  base 

Overtime  and  holiday  pay 

$10, 000 

Nightwork  differential!.  

Additional  pay  for  service  abroad 

Uniform  allowance 

Casual  workers 

130, 000 

01  Personal  services 

29, 305, 145 

29, 445, 145 

140, 000 

Salaries  and  wages  are  distributed  as  follows: 
Management  and  protection 

12, 462,  750 
16, 842, 395 

12,  602,  750 
16,  842  395 

140, 000 

No  change  in  other  accounts 

Mr.  Kirwan.  The  next  item  for  the  consideration  of  the  subcom- 
mittee is  the  request  by  the  National  Park  Service. 

We  are  glad  to  have  with  us  at  this  time  Mr.  Clarence  P.  Mont- 
gomery, who  is  the  Acting  Chief  of  the  Division  of  Administration. 

Mr.  Montgomery,  do  you  have  a statement  which  you  would  like 
to  present  to  the  committee  ? 

GENERAL  STATEMENT 

Mr.  Montgomery.  Yes,  sir;  I have  a short  statement.  This  is  the 
statement  that  Director  Wirth  would  have  used  but  he  had  an  im- 
portant commitment  this  morning,  and  I am  representing  him. 
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Mr.  Chairman,  and  members  of  the  committee,  I am  pleased  to 
have  tills  opportunity  to  discuss  with  you  our  supplemental  fund  re- 
quirements for  tlie  1959  fiscal  year  under  the  “Management  and  pro- 
tection” appropriation  item. 

An  additional  amount  of  $1,388,500  is  requested  to  provide  $1,188,- 
500  to  cover  pay  increase  costs  for  employees  financed  under  this  ap- 
propriation, and  $200,000  to  cover  a portion  of  a deficit  which  has 
accrued  as  a result  of  forest  fire  suppression  activities. 

Tlie  increases  in  salaries  of  classfied  employees  and  the  U.S.  Park 
Police  was  authorized  by  legislation  enacted  during  the  85th  Congress. 
Over  2,200  employees  financed  under  this  appropriation  were  affected 
by  this  increase  in  pay. 

Fire  suppression  and  emergency  presuppression  costs  through  De- 
cember 1958  have  amounted  to  approximately  $312,000  which  is  $212,- 
000  in  evcess  of  the  amount  appropriated  for  firefighting  purposes. 
It  is  expected  that  additional  firefighting  costs  will  accrue  between 
now  and  the  end  of  the  fiscal  year. 

It  is  not  possible  to  absorb  any  part  of  the  pay  increase  costs  or 
the  deficit  in  the  firefighting  funds  as  this  appropriation  is  already 
meeting  other  costs  that  have  arisen  since  the  regular  estimates  were 
formulated.  These  charges  include  $172,000  for  reallocation  of  park 
ranger  positions  due  to  new  classification  standards  prescribed  by  the 
Civil  Service  Commission  in  February  1958,  and  $32,000  in  payments 
to  the  District  of  Columbia  for  benefit  payments  to  the  U.S.  Park 
Police  pursuant  to  Public  Law  85-157  (71  Stat.  391)  approved 
August  21,  1957.  In  addition,  numerous  other  unbudgeted  costs  are 
being  absorbed  such  as  the  increase  in  postage  rates.  Wage  Board 
increases,  and  the  step-up  in  grades  of  certain  professional  employees. 

Mr.  Kirwan.  Thank  you.  Does  that  complete  your  general  state- 
ment ? 

Mr.  Montgomery.  Yes,  sir. 

JUSTIFICATION  OF  THE  ESTIMATE 

Mr.  Kirwan.  At  this  point  in  the  record  we  will  insert  pages  1 and  7 
of  the  justifications. 

(The  pages  referred  to  follow:) 

Management  and  Protection,  National  Park  Service,  Fiscal  Year  1959 


Request  { for  3 months  from  Apr.  1,  1959) $1,  888,  500 

Appropriation  to  date $14,  727,  000 

Obligations  to  Dec.  31,  1958 $8,  308,  915 

Expenditures  to  Dec.  M,  1958 $7,  792,  737 

Budget  estimate  next  fiscal  year $17,  000,  000 

Employment : 

Average  number,  current  appropriations 2,  248 

Number  involved  this  estimate None 

Actual  employment  Dec.  31, 1958 1,  753 


PURPOSE  AND  need  FOR  SUPPLEMENTAL  FUNDS 

The  purpose  of  the  supplemental  funds  is  to  provide  $1,103,500  for  pay  in- 
creases for  classified  employees  authorized  by  Public  Law  85-462  of  June  20, 
1958:  $85,000  for  increased  salaries  of  the  U.S.  Park  Police  pursuant  to  Public 
Law  85-584,  approved  August  1,  1958 ; and  $200,000  for  forest  fire  suppression 
costs. 
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The  funds  are  needed  to  cover  the  pay  increase  costs  imposed  by  legislation, 
and  to  cover  the  deficit  incurred  as  a result  of  forest  fire  suppression  costs  in 
•excess  of  the  amount  of  $100,000  appropriated  for  the  purpose. 

This  appropriation  is  already  burdened  with  absorbing  other  costs  not  provided 
for  in  the  amount  appropriated.  These  costs  include  $32,000  for  reimbursement 
to  the  District  of  Columbia  for  benefit  payments  to  the  U.S.  Park  Police,  and 
$172,000  for  reallocation  of  park  ranger  positions  due  to  new  classification  stand- 
ards prescribed  by  the  Civil  Service  Commission.  In  addition,  other  costs  of 
lesser  significance,  which  in  the  aggregate  create  additional  burden,  are  such 
items  as  wage  board  increases  already  in  effect ; increase  in  postal  rates ; and 
step-up  in  grades  of  certain  professional  employees. 

Fire-fighting  costs  during  the  fiscal  year  1959  through  December  31,  1958, 
amounted  to  about  $312,000,  or  more  than  $200,000  in  excess  of  the  amount  appro- 
priated specifically  for  this  purpose. 

JUSTIFICATION 

Management  and  protection,  $1,388,500 

This  supplemental  estimate  is  for  (a)  increased  pay  costs  pursuant  to  Public 
Law  85-462  and  Public  Law  85-584,  $1,188,500,  and  (&)  forest  fire  suppression 
costs,  $200,000. 

Pay  Act  increases. — Early  enactment  of  the  1959  appropriation  bill  and  the 
advancement  of  a portion  of  the  appropriation  to  1958  for  supplies  and  equipment, 
made  it  possible  for  the  Service  to  commence  operations  at  the  beginning  of  1959 
with  no  lag  in  obligations  anticipated  during  the  balance  of  the  year.  It  is  not 
expected  that  any  savings  will  accrue  during  the  year  under  this  appropriation. 

Salary  increase  costs  because  of  new  classification  standards  for  park  ranger 
positions,  which  were  prescribed  by  the  Civil  Service  Commission  on  February 
28,  1958,  are  being  absorbed  in  1959  at  a cost  of  about  $172,000.  The  amount  of 
$32,000  for  reimbursement  to  the  District  of  Columbia,  for  benefit  payments  to 
the  U.S.  Park  Police  is  another  large  expense  not  provided  for  in  the  appropria- 
tion for  1959.  Absorption  of  these  costs,  along  with  the  increase  in  postal  rates 
put  into  effect  during  the  early  part  of  1959,  and  the  wage  board  increases  that 
have  become  effective  since  the  estimates  were  formulated,  preclude  the  pos- 
sibility of  absorbing  any  part  of  the  pay  increase  costs. 

Average  employment  for  the  year  to  date  is  continuing  at  a comparatively  high 
level.  Obligations  through  December  31,  1958,  are  estimated  at  about  52  percent 
of  the  amount  estimated  to  be  available,  which  includes  the  amounts  proposed 
for  pay  increase  costs.  This  is  slightly  above  the  percentage  rate  for  the  past 
2 years  under  this  appropriation. 

Emergency  fire  suppression. — The  amount  of  $100,000  was  appropriated  for 
1959  to  cover  emergency  fire  suppression  and  presuppression  costs.  Costs  re- 
corded for  these  purposes  through  December  1958  amount  to  about  $312,000,  or 
$12,000  more  than  the  amount  requested.  No  doubt,  other  fire-suppression  costs 
will  accrue  prior  to  the  end  of  the  fiscal  year. 

During  the  first  half  of  the  1959  fiscal  year,  291  fires  have  occurred  within 
Service  areas  for  which  funds  have  been  expended.  The  most  disastrous  fire, 
the  cost  of  which  totals  $206,000.  occurred  during  September  1958  in  Glacier 
National  Park,  Mont. 

The  Service  has  no  fund  resources  available  to  meet  these  additional  needs 
after  absorbing  the  numerous  unforeseen  costs  mentioned  under  justification 
for  pay  act  increases. 

Mr.  Kirwan.  You  are  making  a request  for  $1,388,500  of  which 
$1,103,500  is  for  pay  increases  for  classified  employees  authorized  by 
Public  Law  85-462  of  June  30,  1958;  $85,000  is  for  increased  salaries 
for  the  U.S.  Park  Police  pursuant  to  Public  Law  85-584,  approved 
August  1,  1958,  and  $200,000  is  for  forest  fire  suppression  costs. 

POSSIBILITY  OF  ABSORBING  PAT  INCREASE  COST 

Could  you  absorb  any  of  this  pay  increase  cost  ? 

Mr.  Montgomery.  STo,  sir;  not  without  serious  setbacks  to  our 
programs. 

Mr.  Kirwan.  What  do  you  mean  by  “serious  setbacks?” 
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Mr.  ^foxTCOiMERY.  AVell,  sir;  to  absorb  any  of  these  costs  we  would 
have  (o  use  money  which  is  now  programed  for  Personal  Services- 
This  would  mean  either  separating  or  putting  on  leave  without  pay 
permanent  employees  of  the  Service,  or  reducing  the  number  of  tem- 
porai-y  employees  (rangers,  naturalists,  historians,  etc.)  who  are  pro- 
gramed to  be  employed  in  the  months  of  May  and  June. 

The  temporaiy  employees  are  absolutely  necessary  for  operating 
the  parks,  meeting  the  public,  and  collecting  visitor  fees.  To  reduce 
the  number  of  them  would  have  the  effect  of  reducing  visitor  revenues 
l)ecause  we  would  not  be  able  to  fully  man  the  checking  stations  and 
collect  the  fees. 

Mr.  Ktrwan.  I would  like  to  say  that  so  far  in  the  rest  of  the 
supplementals  most  every  agency  is  going  to  absorb  some.  You 
would  not  want  it  to  be  known  that  your  people  could  not  do  it? 

Mr.  Montgomery.  Well,  sir;  we  are  absorbing  the  pay  costs  imder 
our  capital  appropriations — under  the  “Construction  and  construc- 
tion (liquidation  of  contract  authorization)”  appropriations  which 
finance  our  construction  and  our  land  and  water  rights  acquisition 
construction  programs. 

Mr.  Kirwan.  But  you  do  not  think  you  can  absorb  any  of  the  pay 
increase  cost  under  “Management  and  protection”  ? 

Mr.  Montgomery.  No,  sir;  not  under  this  appropriation  without 
seriously  hurting  the  programs. 

FIRE-SUPPRESSION  PROGRAM 

Mr.  Kirwan.  Will  you  please  explain  the  fire-suppression  pro- 
gram ? I note  $200,000  of  the  request  is  for  fire- suppression  costs  this 
fiscal  year  on  national  park  lands  over  the  $100,000  carried  in  the 
regular  bill. 

lYhere  did  you  have  the  expensive  fires  ? 

Mr.  Montgomery.  The  most  serious  fire  was  in  Glacier  National 
Park,  Mr.  Chairman.  It  took  place  the  latter  part  of  September. 
The  total  cost  was  $219,984. 

Mr.  Kirwan.  Was  that  fire  caused  by  lightning  or  by  carelessness? 

Mr.  Montgomery.  Well,  sir,  I do  not  have  the  answer  to  that,  but 
I shall  be  glad  to  furnish  it  for  the  record  ? 

Mr.  Kirwan.  We  shall  be  glad  to  have  it. 

(The  information  requested  follows:) 

On  the  ground  investigation!  indicates  that  the  fire  was  a man-caused  fire, 
probably  by  a fisherman.  However,  a thorough  investigation  by  the  National 
Park  Service  local  staff  and  the  Federal  Bureau  of  Investigation  was  fruitless 
in  securing  positive  evidence  as  to  cause. 

Mr.  Kirwan.  You  do  not  think  there  is  any  point  in  the  Park 
Service  where  you  could  take  up  the  slack  caused  by  the  pay  increase  ? 

Mr.  Montgomery.  We  do  not  see  how  we  can  absorb  any  of  those 
costs,  sir,  without  reducing  the  park  staffs  which  are  already  hard 
pressed  to  handle  the  heavy  workload. 

Mr.  Kirwan.  You  are  coming  in  here,  and  rightfully  so,  to  make 
this  request  for  fire  suppression.  That  is  the  method  under  which 
you  have  worked  down  through  the  years. 

Mr.  Montgomery.  Yes,  sir;  we  have  $100,000  appropriated  an- 
nually for  fire  suppression. 
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Mr.  Kirwan.  You  have  $100,000  appropriated  annually;  the 
agency  ahead  of  you  has  $400,000. 

Mr.  Montgomery.  Yes,  sir. 

Mr.  Kirwan.  But  you  do  not  know  exactly  how  much  will  be  re- 
ijuired  until  the  fires  have  taken  place,  and  you  know  now  what  you 
need  ? 

Mr.  Montgomery.  That  is  correct.  Last  year  our  firefighting  costs 
only  amounted  to  about  $50,000,  but  this  has  been  a different  year. 
We  did  not  use  the  full  amount  appropriated  last  year. 

Mr.  Kirwan.  Are  there  any  questions,  gentlemen  ? 

(Ko  response.) 

We  thank  you  very  much,  Mr.  Montgomery,  for  your  presentation 
here  this  morning. 


Tuesday,  March  3,  1959. 

Virgin  Islands  Corporation 

WITNESSES 

ANTHONY  T.  LAUSI,  DIRECTOR,  OFFICE  OF  TERRITORIES,  DEPART- 
MENT OF  THE  INTERIOR 
E.  M.  HAIiPIN,  BUDGET  AND  FINANCE  OFFICER 
A.  M.  EDWARDS,  ASSOCIATE  SOLICITOR,  TERRITORIES,  WILDLIFE, 
AND  PARKS 


Loans  to  operating  fund — Program  and  financing 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 

Program  by  activities:  Construction  of  saline  water  con- 
version plant  (total  obligations) 

$850, 000 

$850, 000 

Financing:  Authorization  to  expend  from  debt  receipts 

850, 000 

850, 000 

Ohject  classification 


1959 

1959 

presently 

revised 

1959  increase 

available 

estimate 

10  Land  and  structares  (total  obligations) 

$850, 000 

$850, 000 

Revolving  fund — Program  and  financing 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 

Program  by  activities: 

Power  program:  Production  and  distribution  of  power 
(total  obligations) 

$650, 000 

$650, 000 

Financing: 

Amounts  becoming  available:  Appropriation  (new  obli- 
gational  authority) 

650, 000 

650,  000 

OBJECT  CLASSIFICATION 

10  Land  and  structures  (total  obligations) 

650, 000 

650, 000 
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Mr.  KiinvAx.  Tlie  next  item  for  the  consideration  of  the  committee 
is  tlu‘  re(iu('st  which  is  being  made  by  the  Virgin  Islands  Corporation. 

V’  e are  glad  to  have  with  us,  at  this  time,  Mr.  Lausi,  who  is  the 
1 )irector  of  the  Office  of  Territories. 

GENERAL  STATEMENT 

:\Ir.T  jansi,  did  you  have  a statement  to  present  to  the  committee? 

Mr.  L Ausi.  IVIr.  Chairman,  I have  a statement  that  was  prepared  to 
he  delivered  by  Dr.  Bartlett,  in  anticipation  that  the  hearing  would  be 
held  while  he  was  here  recently,  I would  like  to  read  it  for  him. 

Mr.  Kirwan.  You  may  proceed. 

Mr.  Lafsi.  Mr.  Chairman  and  members  of  the  committee,  it  is  a 
jileasure  to  appear  before  you  and  discuss  the  justifioation  for  funds 
])roj)osed  to  be  borrowed  by  the  Virgin  Islands  Corporation  for  the 
con.struction  of  a salt-water  distillation  plant,  and  the  request  for 
ap])roj)riation  of  funds  for  expansion  of  the  power  facilities  on  St. 
Thomas,  V.I. 

The  shortage  of  water  on  St.  Thomas  is  a critical  problem  which 
has  seriously  impeded  its  economic  development,  particularly  with 
i-es}:)ect  to  the  tourist  industry.  Construction  of  additional  hotel 
facilities  has  been  retarded  due  to  lack  of  a firm  and  reliable  water 
supply. 

The  high  cost  of  bringing  water  from  Puerto  Pico  is  a heavy  burden 
on  the  finances  of  the  Virgin  Islands  Government.  They  have  been 
required  to  make  a substantial  capital  investment  in  a barge  and  tug 
in  order  to  meet  this  problem.  The  operational  costs  of  barging  water 
from  Puerto  Pico  to  St.  Thomas  during  the  fiscal  year  1958  was  $4.50 
per  thousand  gallons,  and  a total  of  39,104,400  gallons  were  brought  in. 

Public  Law  85-913,  September  2, 1958,  amending  the  Virgin  Islands 
Corporation  Act  (63  Stat.  350)  authorized  the  Corporation  to  con- 
struct and  operate  a salt-water  distillation  plant  in  St.  Thomas,  V.I., 
and  to  borrow  for  this  purpose  from  the  Treasury  of  the  United  States 
within  such  amounts  up  to  $2  million,  as  may  be  approved  in  subse- 
quent appropriation  accounts. 

A thorough  study  and  investigation  of  salt-water  distillation  proc- 
esses and  plants  have  been  made.  The  project  contemplated  appears 
to  be  economically  sound  and  feasible,  based  on  the  information  obtain- 
able. The  proposed  plant  will  produce  250,000  gallons  of  potable 
water  daily.  The  cost  of  the  plant  is  estimated  at  $850,000.  Accord- 
ing to  the  act,  this  investment  must  be  amortized  from  revenues  accru- 
ing from  the  sale  of  water  over  a period  of  20  years.  The  actual  cost 
of  operation,  interest,  and  depreciation  will  be  included  in  the  rate 
established  for  the  sale  of  water  to  the  Virgin  Islands  Government 
under  a contract  which  provides  for  the  purchase  of  the  potable  water 
produced  by  Virgin  Islands  Corporation.  It  is  expected  that  the  cost 
of  such  water  will  be  about  $1.75  per  thousand  gallons.  This  is  con- 
siderably less  than  the  cost  of  barging  water  from  Puerto  Eico  and 
will  result  in  substantial  savings  to  the  Virgin  Islands  Government. 

The  most  economical  operation  of  a salt-water  distillation  plant  is 
obtained  by  utilizing  steam  bled  from  a turbine  as  heat  for  the  distilla- 
tion unit.  It  is  planned  to  take  advantage  of  this  combination  to 
provide  badly  needed  additional  power  capacity  on  St.  Thomas.  The 
increase  in  the  use  of  electric  power  has  exceeded  all  expectations  and 
is  expanding  continuously.  The  providing  of  an  adequate  water 
supply,  and  the  subsequent  expansion  of  hotels  and  industries  will  in 
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turn  increase  the  demand  for  electric  power.  .The  peak  kilowatt  load 
has  grown  from  950  in  1950  to  over  3,100  in  1958,  with  an  average  in- 
crease of  more  than  10  percent  per  year  accumulative.  There  will  be  a. 
definite  need  for  additional  generating  power  facilities  in  St.  Thomas 
within  the  next  2 years,  which  is  the  target  date  for  the  installation 
of  the  salt-water  distillation  plant.  The  steam  turbine  to  be  used  in 
connection  with  the  salt-water  distillation  plant  will  provide  2,500 
kilowatts  of  electricity  which  will  serve  as  the  baseload  for  our  power 
needs  in  St.  Thomas.  The  cost  of  the  power  facilities  to  be  included  in 
the  salt-water  distillation  project  is  estimated  at  $650,000. 

Both  of  these  projects  are  vital  to  the  development  of  St.  Thomas, 
and  the  financing  is  so  set  up  that  the  investment  on  the  salt-water 
distillation  plant  will  be  amortized  over  a period  of  20  years.  The 
power  operation  will  unquestionably  continue  to  show  a profit  as  here- 
tofore. The  authority  for  the  borrowing  of  funds  for  the  salt-water 
distillation  plant  and  the  appropriation  of  the  necessary  funds  for 
increased  power  facilities  are  strongly  recommended. 

Under  the  provisions  of  Public  Law  85-913  the  proposed  contract 
for  the  construction  of  these  facilities  must  be  submitted  to  the  Com- 
mittees on  Interior  and  Insular  Affairs  of  the  Congress,  and  15  calen- 
dar days,  exclusive  of  days  on  which  the  Congress  is  not  in  session,, 
must  expire  before  the  contract  can  be  executed  by  the  Corporation. 
In  addition,  the  Secretary  of  the  Interior  must  submit  an  explanatory 
statement  to  the  committees  justifying  the  feasibility  of  the  proposed 
method  of  relieving  the  water-shortage  problem  in  the  Virgin  Islands. 
None  of  the  funds  herein  requested  shall  be  expended  until  these  pro- 
visions of  Public  Law  85-913  have  been  fulfilled,  except  such  funds 
as  are  required  to  contract  for  the  necessary  preparation  of  plans  and 
specifications.  This  sum  will  not  exceed  $135,000. 

Mr.  Kirwan.  You  are  making  a request  for  $850,000  for  the  salt- 
water plant,  and  the  other  request  is  in  the  amount  of  $650,000  to 
install  a steam  turbine  unit  in  the  plant  to  expand  the  power-generat- 
ing facilities. 

Mr.  Lausi.  Yes,  sir. 

JUSTIFICATION'  OF  THE  ESTIMATE 

Mr.  Kirwan.  At  this  point  in  the  record  we  will  insert  the  appro- 
priate pages  of  the  justifications,  with  reference  to  both  ofi  these 
requests. 

(The  pages  referred  to  follow:) 

Virgin  Islands  Coeporation,  Loans  to  Operating  Fund 
Request $850,  000 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  supplemental  funds  are  required  to  permit  the  Corporation  to  enter  into 
negotiations  in  connection  with  the  installation  of  water  distillation  facilities 
to  prevent  the  recurrence  of  periodic  emergencies  due  to  chronic  water  shortages 
in  the  Virgin  Islands. 

JUSTIFICATION 

Authority  to  borrow  $850,000  from  the  Treasury  of  the  United  States  is 
urgently  requested  to  permit  the  Virgin  Islands  Corporation  to  undertake  im- 
mediately the  construction  of  facilities  for  the  distillation  of  250,000  gallons 
of  potable  water  per  day,  for  St.  Thomas,  Virgin  Islands,  as  authorized  by  the- 
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'N'irprin  Islands  Corporation  Act,  as  amended  (Public  Law  149,  approved  June 
30,  1949). 

Idle  Island  of  St.  Thomas  has  suffered  from  a perennially  deficient  water 
Rupi»ly,  which  has  on  occasion  necessitated  severe  rationing  of  potable  water. 
In  recent  years  it  has  been  necessary  to  barge  supplementary  water  from 
I’mu-to  Rico  at  a high  cost,  through  assistance  from  the  U.S.  Navy,  through  pur- 
chase from  private  firms  and  by  a government-owned  barge  and  tug.  The 
wat(‘r  shortage  on  St.  Thomas  has  delayed  and  impeded  the  expansion  of  the 
tourist  industry,  which  offers  the  only  promise  of  placing  the  island’s  economy 
on  a fully  self-sustaining  basis. 

It  is  proposed,  through  the  use  of  modern  water-distillation  methods,  to  pro- 
vide a permanent  solution  to  the  water  problem  on  St.  Thomas,  using  the  borrow- 
ing authority  of  the  Virgin  Islands  Corporation  to  provide  an  adequate  potable 
water  supply  on  a business  basis.  The  Virgin  Islands  government  has  con- 
tracted with  the  Corporation  to  purchase  the  water  produced  at  a price  which 
will  include  all  costs  of  operation,  depreciation  and  interest  on  investment. 
The  Virgin  Islands  government  will  be  responsible  for  the  retail  distribution  of 
the  water  produced  through  their  water  system.  The  savings  accruing  to  the 
Virgin  Islands  government  will  amount  to  more  than  $4  per  thousand  gallons 
of  water  used,  based  on  present  estimates  of  production  costs  by  the  sea  water 
distillation  process. 

The  construction  of  these  facilities  should  be  started  at  the  earliest  possible 
date.  All  of  the  larger  manufacturers  of  sea  water  distillation  equipment  have 
indicated  that  it  will  take  a minimum  of  20  months,  and  possibly  as  much  as 
24  to  26  months  to  manufacture  and  erect  such  a plant  once  the  contract  has 
been  awarded.  If  the  funds  requested  are  available  early  in  the  calendar  year 
of  1959,  it  is  hoped  that  the  plant  would  be  in  operation  for  the  tourist  season 
of  1961.  Any  delay  in  placing  the  construction  contract  will  put  off  the  com- 
pletion date  until  the  tourist  season  of  1962.  Such  a delay  could  have  a serious 
effect  on  the  growth  of  the  tourist  business,  and  would  also  mean  an  additional 
year  of  imx>orting  water  at  substantially  higher  costs. 

The  expansion  of  tourist  facilities  in  St.  Thomas  will  be  stymied  until  parties 
interested  in  hotel  developments  can  be  assured  an  adequate  water  supply.  A 
considerable  amount  of  preliminary  planning  has  already  gone  into  this  project, 
and  once  funds  are  assured  the  award  of  a final  contract  could  be  accomplished 
in  a matter  of  weeks.  Considering  the  need  and  urgency  of  the  project,  it  is 
recommended  that  funds  be  made  available  at  the  earliest  possible  date. 

The  following  statement  shows  the  estimated  cost  of  the  program : 

(1)  Site  preparation  including  removal  of  5000  cubic  yards  of  rock — 

(2)  {a)  Building 

(6)  Boiler  plant 

(c)  Distillation  plant 

(d)  Distillation  plant  piping 

(e)  Miscellaneous  facilities 

(/)  Electric  facilities 

Ig)  Ocean  freight 

(3)  Fabrication,  erection,  including  ocean  freight  of  three  10,000- 

barrel  steel  tanks ^ — - — 

(4)  Fabrication,  erection,  and  ocean  freight  of  10-inch  steel  pipeline 

to  Navy  pier 

Contingency  and  escalation 

Engineering 

Total  _ _ 850, 000 

Virgin  Islands  Corporation,  Revovling  Funds 
Request $650,  (KX) 

PURPOSE  and  need  FOR  SUPPLEMENTAL  FUNDS 

The  supplemental  funds  in  the  amount  of  $650,000  requested  herein  are  ne^ed 
to  permit  the  Virgin  Islands  Corporation  to  expand  its  present  power  facilities 
on  St.  Thomas,  Virgin  Islands.  .-Jt' 
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JUSTIFICATION 

An  appropriation  of  $650,000  is  requested  to  permit  the  Virgin  Islands  Corpora- 
tion to  expand  its  present  power  facilities  on  St.  Thomas,  V.I. 

The  expansion  of  the  power  facilities  will  be  an  integral  part  of  the  proposed 
salt  water  distillation  plant  to  be  constructed  in  St.  Thomas.  All  of  the  major 
manufacturers  of  salt  water  distillation  equipment  recommended  that  such  equip- 
ment be  operated  in  combination  with  a steam  turbine  power  generating  unit  in 
order  to  effect  significant  economies,  both  in  the  cost  of  power  produced  and  in 
the  production  of  potable  water  from  sea  water. 

The  increase  in  power  consumption  in  St.  Thomas  has  been  phenomenal  and 
has  grown  on  an  average  of  better  than  12  percent  accumulative  per  year.  The 
assurance  of  an  adequate  water  supply  will  almost  immediately  result  in  the 
construction  of  additional  hotel  facilities  which,  in  turn,  will  utilize  more  power, 
and  the  need  for  additional  generating  equipment  will  have  to  be  met.  On  the 
basis  of  present  consumption  and  engineering  studies,  it  has  been  determined 
that  the  steam  turbine  generating  unit  will  serve  as  the  base  load  and  will 
be  operated  on  an  almost  continual  basis. 

During  the  past  year  there  has  been  a serious  shortage  of  firm  power  on  St. 
Thomas  due  to  the  accelerated  growth  of  the  system  and  the  inability  to  meet  the 
increase  with  new  generating  facilities.  The  installation  of  an  additional  2,500 
kilowatts  of  power  in  connection  with  the  salt  water  distillaton  project  should 
provide  firm  power  for  the  next  3 to  5 years,  based  on  present  growth  predictions. 
The  estimate . of  the  program  as  outlined  is  based  on  the  premise  that  these 
facilities  would  be  constructed  in  connection  with  the  proposed  salt  water  distilla- 
tion plant. 

The  following  is  an  estimate  cost  of  the  construction  program  : 


(a)  Building $60,000 

(b)  Power  equipment  foundations 11,000 

(c)  Boiler  plant 80,000 

(6?)  Turbine  plant 220,000 

(e)  Powerplant  piping 50,  000 

(/)  Electric  facilities 45,  000 

{g)  Ocean  freight 30,000 

(1)  Fabrication,  erection,  including  ocean  freight  of  3 10,000-barrel 

steel  tanks 18,  000 

(2)  Fabrication,  erection,  and  ocean  freight  of  10-inch  steel  pipeline 

to  Navy  pier 25,  000 

(3)  Purchase  and  installation  of  electric  equipment  required  in  diesel 

plant  to  connect  to  steam  plant 10,  000 

Contingency  and  escalation 56,  000 

EJngineering 45, 000 


Total $650,000 

Mr.  Kirwan-.  As  you  know,  the  law  provides  that  you  cannot  exe- 
cute the  contract  for  45  days  after  you  submit  the  required  report  to 
the  legislative  committees.  ' 

Mr.  Lausi.  That  is  correct,  sir. 

Mr.  Kirwan.  That  is,  after  you  get  your  bearings  and  have  deter- 
mined what  it  is  going  to  cost  ? 

Mr.  Lausi.  We  have  to  have  the  plant  designed  before  we  can  enter 
into  the  contract. 

Mr.  Kirwan.  That  will  require  about  how  much  money  ? 

Mr.  Lausi.  About  $135,000. 

SALT  water  distillation  PLANT 

Mr.  Kirwan.  With  reference  to  the  plant  which  you  plan  to  build 
down  there,  can  you  tell  us  something  about  it  ? 

Mr.  Lausi.  About  salt  water  distillation  ? 

Mr.  Kirwan.  Yes. 
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Do  yon  Imve  information  about  the  plans  which  you  could  tell  the 
Congre^? 

Mr.  Lausi.  I cannot  tell  the  specifics  of  the  plant  that  may  be  de- 
sired because  it  is  not  designed  as  yet,  but  I could  say  that  the  jus- 
tification of  distilling  salt  water,  and  at  the  same  time  producing 
power,  is  one  that  has  been  known  and  justified  over  recent  years. 

We  have  every  expectancy  that  if  this  plant  is  constructed  we  can 
produce  the  water  for  no  more  than  $1.75  per  thousand  gallons,  and 
produce  2,500  kilowatts  of  power  which  are  badly  needed. 

PILOT  IfLANTS 

Mr.  Kirwan.  How  many  pilot  plants  are  they  going  to  construct  ? 

Mr.  Lausi.  There  was  a bill  enacted  by  Congress  which  provides 
for  five. 

Mr.  Kirwan.  Do  you  have  any  idea  where  they  are  going  to  build 
them  ? 

Mr.  Lausi.  The  law  does  provide  for  one  on  the  west  coast,  one  on 
the  gulf  coast,  and  one  on  the  east  coast,  and  I believe  one  in  the  South- 
west and  the  northern  Great  Plains. 

Mr.  Kirwan.  They  will  all  come  under  the  Interior  Department  ? 

Mr.  Lausi.  Yes,  sir ; the  Saline  Water  Division. 

Mr.  Kirwan.  I hope  you  will  take  this  advice : I hope  you  put  one 
down  in  Florida,  because  we  have  something  like  1,000  vacant  build- 
ings at  Pensacola,  and  I hope  you  put  one  at  San  Diego  because  they 
have  put  more  buildings  in  mothballs  out  there  than  they  have  ships. 
There  are  laboratories  of  all  kinds  and  descriptions  already  there 
without  building  any  new  buildings. 

At  both  places,  you  have  the  water  with  plenty  of  salt,  office  space, 
and  everything  else. 

So,  if  we  are  going  to  have  one  on  each  coast,  I hope  they  take  ad- 
vantage of  those  two  places,  so  we  won’t  waste  millions  of  dollars 
building  buildings  when  we  have  everything  that  is  needed  already 
for  this  program. 

STEAM  turbine  POWER  GENERATING  UNIT 

Now,  with  reference  to  this  steam  turbine  power  generating  unit, 
which  makes  up  the  balance  of  the  request,  you  could  not  do  anything 
on  that  for  45  days  after  the  report  on  the  salt-water  distillation 
plant  is  filed.  I believe  this  committee  would  be  satisfied  to  give  you 
the  money  for  planning  purposes,  and  then  the  balance  of  the  money 
could  come  under  the  regular  appropriations. 

You  cannot  do  anything  until  the  requirements  of  the  act  are  com- 
plied with? 

Mr.  Lausi.  That  is  right,  sir. 

Mr.  Kirwan.  So  it  can  be  deferred  for  consideration  as  a 1960  item, 
and  there  is  no  use  of  our  appropriating  the  full  $1.5  million  in  this 
deficiency.  The  law  says  you  must  have  that  delay.  You  have  to 
have,  however,  at  least  $135,000  for  planning  and  I know  the  com- 
mittee is  very  satisfied  to  give  you  that. 

You  have  to  have  that  amount  in  order  to  get  going  and  to  report 
back  to  the  Congress ; is  that  correct  ? 

Mr.  Lausi.  That  is  right. 

Mr.  Kirwan.  Are  there  any  questions,  gentlemen  ? 
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PLANNING  FOR  SALT-WATER  DISTILLATION  FACILITY 

Mr.  Jensen.  For  what  is  that  last  item  in  the  amount  of  $135,000? 
Is  that  for  planning  ? 

Mr.  Lausi.  It  is  for  the  planning  and  design  of  the  plant  and  the 
specifications. 

Mr.  Jensen.  Of  the  thermal  steam  plant  ? 

Mr.  Edwards.  No;  I do  not  know  about  the  thermal  steam  plant. 
It  is  the  salt-water  distillation  facility. 

Mr.  Jensen.  In  connection  with  the  thermoplant  ? 

Mr.  Edwards.  Yes,  sir ; the  salt  water  conversion  plant. 

Mr.  Jensen.  That  is  an  awful  lot  of  money,  gentlemen.  We  know 
exactly  how  to  build  steam  plants.  We  build  them  all  the  time  in 
this  country. 

Mr.  Edwards.  Well,  Mr.  Jensen,  the  problem  we  are  facing  here  is 
the  design  of  a salt  water  distillation  plant.  It  has  to  be  designed 
and  the  bids  put  out  and  plans  made  for  it. 

Mr.  Jensen.  Gentlemen,  we  have  had  the  saline  water  program 
j operating  for  at  least  7 or  8 years,  have  we  not  ? 
j Mr.  Edwards.  Yes,  sir. 

I Mr.  Jensen.  And  we  have  not  yet  discovered  the  proper  method 
! of  desalting  water ; that  is,  the  best  method  of  desalting  water. 

I Greater  emphasis  is  being  placed  on  that  study  today  than  any- 
I thing  which  has  taken  place  yet.  I would  think  that  it  would  be 
! the  better  part  of  judgment  to  wait  possibly  another  year  in  order 
! to  get  the  benefit  of  the  studies  which  are  now  being  made,  and  the 
experiments  that  are  now  being  made  in  this  saline  water  program. 

I 

POSSIBILITY  OF  CONSTRUCTING  RESERVOIRS  FOR  STORAGE  OF  WATER 

Now,  another  thing  is  this:  You  have  considerable  waterfall  on 
I St.  Thomas  Island,  do  you  not  ? What  is  your  annual  precipitation  ? 
Mr.  Lausi.  About  40  inches  a year. 

Mr.  Jensen.  You  have  a lot  of  hills  there,  and  I would  recommend 
that  you  get  your  bulldozers  busy  and  throw  up  dirt  dikes  between 
those  hills  and  catch  that  water.  On  the  island  of  St.  Croix,  as 
you  know,  you  have  over  100  ponds  there  now,  I think,  which  were 
made  by  throwing  up  dirt  or  levee  dikes  between  the  hills  and  that 
has  raised  the  water  level  over  the  past  6 or  7 years  considerably. 

I By  using  that  method,  I am  sure  that  you  will  get  water  much 
j cheaper  than  through  the  saline  water  proposed  project. 

' If  I were  running  that  show  down  there  I would  get  the  bulldozers 
I and  scrapers  busy  tomorrow,  and  I would  throw  up  these  dirt  dikes 

i between  those  hills.  Believe  you  me,  you  can  really  catch  water, 

; and  soft  water  at  that. 

; The  island  of  St.  Thomas  is  not  so  large  that  the  water  could  not 
I be  economically  piped  to  your  towns  and  to  the  people  that  need  it. 
I think  that  is  the  way  to  solve  your  problem. 

Mr.  Lausi.  If  I may  comment,  there  is  not  any  question  in  the 
j I world  but  if  we  could  catch  the  water  that  falls  on  St.  Thomas  we 
' would  not  have  to  build  any  salt  water  plant. 

; : Mr.  J ensen.  Why  can  you  not  catch  it  ? 

! i 

;i 

I 
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Mr.  Lausi.  The  engineering  studies  that  have  been  made  on  that 
problem  indicate  that  to  provide  the  storage  capacity  needed  to  catch 
this  water  and  store  it  would  run  $T  million,  or  $8  million,  or  $9 
million. 

Mr.  Jensen.  That  is  a bunch  of  stuff.  • Don’t  tell  me  that  it  will 
cost  $7  million  or  $8  million.  Why,  these  bulldozers  and  these  big 
scrapei-s  that  they  have  now,  you  can  throw  up  a dirt  dike  between 
those  hills  in  nothing  flat,  and  awfully  cheap.  They  are  moving  dirt 
awfully  cheap  these  days.  I will  say  whoever  gave  you  that  figure 
just  did  not  know  what  he  was  talking  about,  and  besides  that,  you 
not  only  get  the  water  out  of  the  reservoir  which  the  dirt  dam  would 
create,  but  you  would  raise  the  water  level — your  ground  water  level — 
which  would  bring  your  moisture  up  closer  to  the  surface  of  the 
ground,  and  thereby  you  would  raise  more  food  and  better  grasses 
and  better  crops. 

You  cannot  develop  that  area  until  you  do  just  that.  I am  afraid 
if  you  get  this  water  desalting  program  that  you  are  going  to  com- 
pletely forget  the  first  essential  and  that  is  to  save  the  water  that  falls 
from  the  heavens. 

Mr.  Lausi.  Well,  I will  admit  that  program  has  worked  at  St. 
Croix,  but  all  the  studies  that  we  have  had,  or  have  reviewed,  indicate 
it  would  not  work  at  St.  Thomas. 

Mr.  Jensen.  Oh,  I cannot  go  along  with  that  at  all. 

Mr.  Edwaeds.  Mr.  Jensen,  Lawrence  Rockefeller  has  spent  a terrific 
sum  of  money  over  on  St.  Johns,  and  put  in  a concrete  dam  with  a 
concrete  bottom,  and  he  then  could  not  get  his  dam  filled  up  with 
enough  water  to  supply  him  during  the  time  that  he  needed  the  water, 
and  they  had  to  put  in  another  salt  water  distillation  plant  and  are 
increasing  it  now  in  order  to  get  sufficient  water  to  supply  the 
plantation. 

Mr.  Jensen.  My  friend,  do  not  tell  me  if  you  have  40  inches  of  rain- 
fall you  cannot  catch  billions  and  billions  of  gallons  of  water  in  one 
season.  I do  not  know  what  the  rainfall  is  on  St.  Johns.  Of  course, 
it  is  a small  island,  only  about  6 miles  wide  and  9 miles  long,  but  the 
situation  that  exists  so  far  as  the  rainfall  is  concerned  on  St.  Thomas, 
is  almost  identical  with  St.  Croix ; is  it  not  ? 

Mr.  Lausi.  Yes,  sir. 

Mr.  Jensen.  They  are  just  a few  miles  apart? 

Mr.  Edwards.  Yes,  but  there  is  quite  a bit  of  difference  in  the  type 
of  terrain  in  St.  Thomas  and  that  on  St.  Croix.  St.  Croix  is  more 
level  and,  to  start  with,  while  you  raise  your  water  level  at  St.  Croix, 
you  have  not  gotten  potable  water.  You  still  get  brackish  water  on 
St.  Croix. 

Mr.  Jensen.  You  get  brackish  water?  You  mean  precipitation 
water  ? 

Mr.  Edwards.  No;  wffien  you  raise  your  water  level  on  that  island 
you  do  not  get  potable  water  out  of  the  ground.  You  still  get 
brackish  water  there. 

Mr.  Jensen.  But,  you  know  as  well  as  I do  that  when  you  raise 
the  water  level  you  have  more  pressure  to  hold  out  the  salt  water 
that  comes  in  from  the  sea. 

So  the  higher  you  raise  your  water  level  in  the  ground  the  less 
problem  you  have  with  infiltration  of  salt  water. 
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Mr.  Edwards.  But,  then,  on  St.  Thomas,  the  area  in  which  your 
Watershed  is  located  is  the  Turpentine  Run  which  is  possibly  the 
only  spot  that  would  be  available,  and  the  engineers  said  it  would 
not  be  feasible.  I do  not  know.  We  have  had  two  engineering  firms 
down  there  that  have  made  these  surveys  and  we  have  to  justify  the 
position  to  the  committees  under  a bill  which  was  enacted.  We  can- 
not execute  the  construction  contract  until  the  Secretary  of  the  In- 
terior has  concluded  that  such  facilities  will  most  economically  and 
expeditiously  provide  an  adequate  supplemental  supply  of  potable 
water  for  St.  Thomas,  and  that  decision  has  to  be  made. 

Mr.  Jensen.  Well,  Chairman,  I think  we  had  better  take  another 
look  at  this. 

DISCUSSION  OF  COST  AND  CAPACITY  OP  PROPOSED  SALINE  WATER 

CONVERSION  PLANT 

Mr.  Bow.  Mr.  Chairman,  I would  like  to  ask  one  or  two  questions : 

What  is  the  present  consumption  on  St.  Thomas  of  potable  water  ? 

Mr.  Lausi.  The  present  consumption  during  the  tourist  season  runs 
close  to  250,000  gallons  a day. 

Mr.  Bow.  So,  the  plant  that  you  propose  here  would  just  about 
reach  its  maximum  of  250,000  gallons  a day  ? 

Mr.  Lausi.  The  plant  we  propose  would  be  the  principal  source 
of  the  daily  water  needs. 

Mr.  Bow.  And  you  say  that  would  produce  about  250,000  gallons, 
and  250,000  gallons  is  your  present  daily  use,  in  the  peak  season  ? 

Mr.  Lausi.  Yes,  sir. 

Mr.  Bow.  If  you  have  the  proposed  expansion  which  will  develop 
in  the  Virgin  Islands,  undoubtedly  you  will  come  to  the  point  where 
250,000  gallons  a day  will  not  be  sufficient ; is  that  correct  ? 

Mr.  Lausi.  That  is  right. 

Mr.  Bow.  What  is  the  difference  between  this  steam  plant  from 
turbine  heat  and  the  process  known  as  the  vertical  multiple-effect 
distillation  ? 

Mr.  Edwards.  I cannot  answer  that. 

Mr.  Lausi.  There  are  several  processes,  Mr.  Bow,  and  of  course 
we  are  going  to  have  to  rely  upon  our  engineers  to  design  the  best. 

Mr.  Bow.  You  say  your  present  cost  of  this  one  of  250,000  gallons 
a day  would  be  about  $1.75  per  1,000  gallons;  is  that  right? 

Mr.  Lausi.  That  is  our  best  estimate  as  of  now. 

Mr.  Bow.  I am  very  much  interested  in  a statement  which  was 
made  just  yesterday  by  the  Secretary  of  the  Department  of  Interior. 
He  says : 

A multiple-effect  distillation  process  will  be  used  in  the  Government’s  first 
saline  water  conversion  demonstration  plant. 

Plans  call  for  the  plant  to  convert  sea  water  to  fresh  at  the  rate  of  1 million 
gallons  a day.  The  estimated  cost  of  less  than  $1  per  1,000  gallons  is  about 
half  the  cost  of  the  most  efficient  plants  now  operating. 

That  will  pretty  well  take  care  of  St.  Thomas’  future;  would  it  not? 

Mr.  Lausi.  Yes,  sir. 

Mr.  Bow.  The  Secretary  went  on  to  say : 

The  estimated  cost  of  less  than  $1  a thousand  gallons  is  about  half  the 
cost  of  the  most  efficient  plants  now  operating. 
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It  seems  to  me  we  are  a little  ahead  of  time  if  you  have  a plant 
tliat  will  ])roduoe  water  at  $1  per  1,000  gallons  when  you  are  in  here 
askin^r  for  one  that  will  produce  it  at  $1.75  per  1,000  gallons,  which  is 
75  ('ents  per  1,000  gallons  higher,  and  this  plant  you  are  suggesting 
will  j)roduce  only  250,000  gallons  a day,  which  is  now  your  maximum 
use,  while  the  plant  to  which  the  Secretary  refers  is  a 1 -million-gallon 
])lant. 

How  do  you  explain  that? 

Mr.  Lausi.  Mr.  Bow,  I hope  by  the  time  this  plant  is  designed  we 
will  have  the  cost  down  to  60  cents  a thousand  gallons.  That  would 
make  us  all  the  happier. 

Mr.  Bow.  In  view  of  the  difference  between  the  Secretary  of  In- 
terior’s statement  as  of  today  and  the  statement  in  your  justifications, 
there  would  be  no  great  harm,  and  probably  some  economy  and  some 
good,  if  we  just  wait  a little  while? 

Mr.  Lausi.  I cannot  agree  with  that,  Mr.  Chairman. 

Mr.  Bow.  Would  you  want  to  build  a plant  today  where  your  cost 
would  be  $1.75  per  1,000  gallons  when  the  Secretary  says  you  also 
have  a plant  today  that  can  do  it  for  a dollar? 

Mr.  Lausi.  Mr.  Bow,  that  $1.75  is  a figure  that  we  feel  if  it  goes 
any  higher  we  probably  should  not  go  into  it,  but  we  certainly  hope 
and  expect  it  will  be  much  lower  than  $1.75  per  thousand  gallons. 

As  a matter  of  fact,  if  we  have  a plant  that  will  do  it  for  30  cents 
a thousand  gallons  by  the  time  we  get  around  to  this,  it  would  be  fine. 

Mr.  Bow.  I am  very  much  interested  in  this  program.  I am  the 
author  of  the  original  bill  that  set  up  this  saline  water  experiment, 
and  I am  for  it.  However,  I would  not  like  to  see  you  build  a plant 
to  tlie  capacity  that  is  just  enough  to  take  care  of  present  needs  when 
we  all  recognize  that  the  Virgin  Islands  are  going  to  grow. 

Mr.  Lausi.  Mr.  Bow,  I can  assure  you  that  we  will  not  build  a 
plant  for  $1.75  per  thousand  gallons  if  we  can  build  a plant  that  will 
produce  it  for  a dollar. 

Mr.  Bow.  Is  your  estimate  of  250,000  gallons  sound  or  should  you 
use  the  1 million  gallons  ? 

Mr.  Lausi.  No;  we  do  not  have  the  storage  capacity  for  1 million 
gallons.  We  have  these  engineering  reports  showing  that  to  build 
the  storage  to  catch  all  the  water  we  have  at  St.  Thomas  would  cost 
millions. 

Mr.  Bow.  I am  not  talking  about  this  thing  that  Mr.  Jensen  was 
talking  about,  because  I assume  the  amount  of  ground  you  would 
have  to  take  to  establish  that  would  involve  land  of  high  value. 

Mr.  Lausi.  We  would  have  to  provide  storage  facilities  if  we  are 
going  to  produce  1 million  gallons  of  water  a day,  which  we  do  not 
have. 

Mr.  Jensex.  This  is  interesting.  This  article  is  very  interesting 
which  appeared  in  the  Washington  Post  and  Times  Herald  of  March 
3.  The  headline  is  “Cheaper  Conversion  of  Sea  Water  Achieved.” 

A multiple-effect  distillation  process  will  be  used  in  the  Government’s  first 
saline  water  conversion  demonstration  plant. 

Plans  call  for  the  plant  to  convert  sea  water  to  fresh  at  the  rate  of  1 million 
gallons  a day.  The  estimated  cost  of  less  than  $1  a thousand  gallons  is  about 
half  the  cost  in  the  most  efficient  plants  now  operating,  Secretary  of  the  Inte- 
rior Fred  Seaton  said  yesterday  in  announcing  selection  of  the  process. 

The  site  of  the  plant  has  not  been  chosen.  It  will  be  one  of  three  Congress 
has  authorized  for  construction  on  the  east,  west,  and  gulf  coasts. 
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Congress  also  has  authorized  construction  of  two  plants  to  treat  brackish 
waters,  to  be  located  in  arid  areas  of  the  Southwest  and  in  the  Northern  Plains. 

The  process  selected  for  the  first  plant  is  known  as  long-tube  vertical  multi- 
ple-effect distillation.  A pilot  plant  using  the  process  has  been  operated  almost 
continuously  at  Harbor  Island,  near  Wilmington,  N.G.,  since  November  1957. 

“This  process  gives  promise  of  achieving  a remarkable  breakthrough  in  saline 
water  conversion,”  Seaton  said. 

Mr.  Lausi.  Mr.  Chairman,  may  I have  a comment  ? 

Mr.  Kirwan.  Surely. 

Mr.  Lausi.  The  progress  that  has  been  made  in  this  salt  water  dis- 
tillation process  in  the  past  few  years  has  been  remarkable.  We 
were  advised  by  the  saline  water  people  3 or  4 years  ago  to  wait  a few 
years  because  the  progress  they  were  making  was  so  great  and  that 
within  a few  years  this  thing  would  be  down  where  it  would  be  really 
feasible  and  economical. 

Mr.  Jensen.  Then  let  me  in  reply  to  that  say  that  the  Interior 
Subcommittee  on  Appropriations  has  not  been  too  happy  about  the 
progress  that  has  been  made,  and  we  have  been  pushing  and  appropri- 
ating money  to  the  fullest  degree  that  was  requested,  but  I must  say 
that  we  this  year  have  appropriated  more  money  for  this  purpose 
than  we  ever  did  before,  and  if  this  article  bears  out  what  it  states, 
then  I am  happy,  and  it  would  be  a godsend  to  the  country. 

Mr.  Lausi.  But  I would  also  like  to  point  out,  Mr.  Chairman,  that 
the  $1.75  a thousand  gallons  in  the  Virgin  Islands  is  certainly  much 
cheaper  than  they  are  paying  now  for  water. 

Mr.  Kirwan.  How  is  your  powerplant  doing  down  there  ? 

Mr.  Lausi.  We  have  a new  2,300-kilowatt  going  in,  I believe,  this 
week. 

Mr.  Edwards.  It  is  due  in  the  island  this  week. 

Mr.  Kjrwan.  What  is  the  power  situation?  Are  you  short  of 
power  ? 

Mr.  Lausi.  We  have  had  our  difficulties  in  the  past  season.  We 
have  had  outages,  but  by  proper  scheduling  no  one  was  really  hurt. 

Mr.  Kirwan.  ^md  this  new  generator  is  going  in  down  there  ? 

Mr.  Lausi.  Yes,  sir. 

Mr.  Edwards.  One  further  comment:  This  $850,000  is  borrowing 
authority  from  the  Treasury  which  the  Virgin  Islands  government  is 
going  to  repay. 

Mr.  Kirwan.  I understand  that.  It  is  in  here  under  the  borrowing 
section. 

Mr.  Edwards.  It  is  only  the  borrowing  authority. 

Mr.  Kirwan.  Gentlemen,  we  are  glad  to  have  had  you  with  us.  The 
committee  will  stand  in  recess  until  1 o’clock  this  afternoon. 
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Tuesday,  March  3,  1959. 

CIVIL  FUNCTIONS,  DEPARTMENT  OF  THE  ARMY 

Cemeterial  Expenses 


WITNESSES 


COL.  JAMES  L.  EEBGUSON,  COMPTROLLER,  OEEICE  OF  THE  QUAR- 
TERMASTER GENERAL 

CHARLES  DORMAN,  MEMORIAL  DIVISION,  OFFICE  OF  THE  QUARTER- 
MASTER GENERAL 

B.  WATHALL,  MEMORIAL  DIVISION,  OFFICE  OF  THE  QUARTER- 
MASTER GENERAL 

D.  MILLER,  BUDGET  AND  FUNDS  CONTROL,  OFFICE  OF  THE  QUAR- 
TERMASTER GENERAL 

MAJ.  GEN.  DAVID  W.  TRAUB,  DIRECTOR  OF  ARMY  BUDGET 
STUART  H.  D.  FREED,  BUDGET  ANALYST,  OFFICE,  DIRECTOR  OF 
ARMY  BUDGET 

Program  and  financing 


1959 

presently 

available 


1959 

revised 

estimate 


1959  increase- 


program  by  activities: 

1.  Procurment  of  headstones— 

2.  Construction  and  acquisition  of  land.. 

3.  Maintenance  and  operation 

4.  Administration 

Supplemental  required  for  pay  increases. 

Total  direct  obligations 

Financing:  Unobligated  balance 


$2, 540, 000 

237. 000 
3, 646, 000 

627. 000 
-135, 000 


$2,  640, 000 

237. 000 
3, 946, 000 

627. 000 


6, 915, 000 


7, 450, 000 


New  obligational  authority. 


6, 915, 000 


7, 450, 000 


New  obligational  authority: 

Appropriation 

Adjustments:  For  classified  pay  increase. 

For  increased  headstone  procurement  and  wage-board  rate 
increases 


6, 915, 000 


6, 915, 000 

135. 000 

400. 000 


Appropriation  (adjusted). 


6, 915, 000 


7, 450, 000 


$100, 000’ 

”3o5,’ooa 


135, 000 


535, 000 


535, 000 


135,000 
400,  OOO 


535,  OOO 


Object  classification 


01  Personal  services: 

Permanent  positions... 

Other  personal  services.. 

Total  personal  services.. 

02  Travel 

03  Transportation  of  things 

04  Commimication  services 

05  Rents  and  utility  services 

07  Other  contractual  services.. 

08  Supplies  and  materials.. 

09  Equipment 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions. 

15  Taxes  and  assessments 

Subtotal 

Deduct  quarters  and  subsistence  charges 
Supplemental  required  for  pay  increases. 

Total  direct  obligations. 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 

$3, 180, 831 
74, 454 

$3, 463, 146 
74, 454 

$282,315 

3, 255,  285 
33, 085 
348, 638 
44,  960 
73,  500 
374, 372 
203, 240 
2, 360, 082 

193,  854 

194,  799 
6, 005 

3, 537, 600 
33, 085 
361, 968 
44,  960 
73,  500 
375,  200 
203,  240 
2,  446,  752 
193,  854 
210,  761 
6, 900 

282, 315 

13,330 

828 

86, 670 

15, 962 
895 

7, 087, 820 
-37, 820 
-135, 000 

7, 487, 820 
-37, 820 

400,000 

135, 000 

6, 915, 000 

7, 450, 000 

535, 000 
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Mr.  Thomas.  The  committee  will  please  come  to  order. 

We  will  take  up  now  the  request  for  cemeterial  expenses  under  the 
Department  of  the  Army,  for  which  item  $535,000  is  requested. 

Colonel  Ferguson,  do  you  have  a statement  to  present  to  the  com- 
mittee ? 

Colonel  Ferguson.  Mr.  Chairman,  gentlemen,  we  have  found  it 
necessary  to  submit  a request  for  the  amount  of  $535,000  as  a supple- 
mental estimate  for  cemeterial  expenses.  Department  of  the  Army, 
fiscal  year  1959.  This  amount  will  provide  for  the  following  require- 
ments : 

(1)  $135,000  is  required  for  increased  costs  of  civilian  and  military 
personnel  occasioned  by  Public  Laws  85-462  of  June  20,  1958,  and 
85-422  of  May  20,  1958.  The  amount  included  for  civilian  pay  is 
based  on  the  10-percent  civilian  pay  raise  granted  by  Public  Law 
85-462  and  companion  amounts  for  the  Government’s  contribution  to 
the  retirement  fund.  Federal  Insurance  Contributions  Act,  and  group 
insurance.  The  amount  included  for  increased  military  costs  is  re- 
quired for  additional  reimbursement  to  the  “Military  personnel. 
Army”  appropriation  in  accordance  with  requirement  contained  in 
the  current  Cemeterial  Expenses  Appropriation  Act. 

(2)  $100,000  is  required  for  procurement  of  4,274  additional  head- 
stones not  provided  for  in  the  fiscal  year  1959  appropriation. 

(3)  $300,000  is  required  to  cover  increased  costs  of  ungraded  em- 
ployees resulting  from  wageboard  surveys  since  the  enactment  of 
the  fiscal  year  1959  appropriation  act.  These  funds  are  necessary 
to  preclude  a reduction  in  the  standards  of  maintenance  and  operation 
of  the  national  cemeteries. 

Mr.  Thomas.  We  will  insert  pages  1,  2,  and  3 of  the  justifications. 

(The  pages  referred  to  follow:) 

Cemeteial  Expenses,  Department  op  the  Army 

A total  of  $535,000  is  requested  under  this  supplemental  estimate  for  the  fol- 
lowing purposes : An  amount  of  $135,000  is  for  increased  costs  of  classified  and 
military  personnel,  occasioned  by  Public  Laws  85-462  of  June  20,  1958,  and  85- 
422  of  May  20,  1958;  $100,000  is  for  procurement  and  transportation  of  4,274 
headstones  and  markers;  and  $300,000  is  to  offset  wage  rate  increases  which 
have  been  approved  by  local  wage  boards  for  ungraded  employees  in  the  national 
cemeteries. 

Included  in  the  $135,000  required  for  classified  personnel  is  $57,000  for  costs  of 
departmental  personnel  and  $78,000  for  field  personnel.  The  amount  included 
for  civilian  pay  is  based  on  the  average  10-percent  raise  granted  by  Public  Law 
85-462,  plus  the  companion  amounts  required  for  the  Government’s  contribution  to 
the  retirement  fund,  FICA,  and  group  insurance.  An  amount  of  $2,752  is  included 
in  the  total  for  additional  pay  granted  military  personnel  by  Public  Law  85-422. 
The  following  civilian  positions  are  proposed : 


Graded : 

Departmental  110 

Field 139 

Ungraded:  Field 551 


Total 800 


The  amount  required  for  additional  headstone  procurement  will  permit  pur- 
chase of  4,274  units  which  are  not  i>rovided  for  in  the  regular  fiscal  year  1959 
appropriation. 
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At  tlio  time  the  1959  regular  appropriation  bill  was  enacted,  it  was  estimated 
the  funds  included  for  ungraded  employees  would  provide  479  man-years  based  on 
an  average  salary  of  $3,909.  As  the  result  of  wage  board  increases  the  average 
salary  is  now  expected  to  be  $4,507.  The  funds  requested  will  restore  man- 
years  which  would  be  lost  and  make  possible  performance  at  the  level  approved 
wlnm  the  regular  approj)riation  was  enacted. 

Schedule  on  supplemental  appropriations  and  revised  estimates 


1.  Present  appropriation  or  estimate $6,  915,  000 

2.  Additional  amounts  available -{-0 


3.  Total  amount  available 6,  915,  000 


4.  Apportionments : 

1st  quarter 1,  953,  000 

2d  quarter 1,  688,  000 

3d  quarter 1,  798,  000 

4th  quarter 1,  476,  000 

Budgetary  reserves 


5.  Total  apportionments  and  reserves 6,  915,  000 


6.  Obligations : 

1st  quarter  (actual) 1,729,873 

2d  quarter  (actual) 1,788,292 

3d  quarter  ( estimated ) 1,  900,  000 

4th  quarter  (estimated) 2,031,835 


7.  Total  actual  and  estimated  obligations 7,  450,  000 

8.  Less  total  amount  available 6,  915,  000 

9.  Estimated  supplemental  required 535, 000 


10.  Estimated  supplemental  included  in  latest  budget 135,  000 

11.  Date  needed : for  obligation,  Apr.  1,  1959 ; for  expenditure. 

May  1,  1959. 

12.  Estimated  expenditures  from  supplemental : 

In  budget  Revised 

In  current  fiscal  year $130,  000  $425,  000 

In  next  fiscal  year : 5,  000  110,  000 

After  next  fiscal  year 


Total 135,  000  535,  000 

13.  Actual  obligations  last  3 months  : 

October $626,  376 

November 506,  221 

December 655,  695 


Mr.  Thomas.  There  is  a total  of  $535,000  requested,  made  up  of  three 
items,  an  amount  of  $135,000  for  the  increased  cost  of  classified  and 
military  personnel,  $100,000  for  procurement  and  transportation  of 
4,274  headstones  and  markers,  and  $300,000  is  to  offset  wage-rate 
increases  which  have  been  approved  by  local  wage  boards. 

What  do  the  headstones  cost  ? 

Colonel  Ferguson.  $23.40  each. 

Mr.  Thomas.  The  total  of  those  three  make  your  total  ? 

Colonel  Ferguson.  Yes. 

Mr.  Thomas.  Maintenance  and  operation  costs,  $300,000  ? That  is 
your  wage  board  ? 

Colonel  Ferguson.  Yes. 

Mr.  Thomas.  How  many  wage  board  people  do  you  have  in  the 
field? 
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Colonel  Ferguson.  Five  hundred  and  fifty-one. 

Mr.  Thomas.  In  the  Department  you  have  graded  people  in  the 
amount  of  800 ; is  that  correct  ? 

Colonel  Ferguson.  That  is  correct. 

Mr.  Thomas.  Is  this  going  to  be  for  the  total  purchase  of  your 
headstones  ? 

Colonel  Fergetson.  That  will  be  the  additional  number. 

Mr.  Thomas.  Where  are  these  cemeteries  located  ? 

Colonel  Ferguson.  All  over  the  United  States,  the  Territory  of 
Hawaii,  and  the  Territory  of  Puerto  Rico. 

Mr.  Thomas.  How  many  are  involved  ? 

Colonel  Ferguson.  Eighty-five  cemeteries. 

CEMETERIES  AND  NUMBER  OF  INTERMENTS 

Mr.  Thomas.  Will  you  put  a list  of  them  in  the  record  and  how 
many  graves  in  each  one  ? Do  you  have  an  approximate  figure  ? 

Colonel  Ferguson.  We  can  get  that  for  you. 

(The  information  follows :) 

List  of  National  Cemeteries  and  Number  of  Interments  in  Each  as  of 

June  30,  1958 

National  cemeteries : Interments 

Alexandria,  Pineville,  La 5,  773 

Alexandria,  Va 3,  666 

Alton,  111 422 

Andersonville,  Ga 14, 143 

Annapolis,  Md 2,  771 

Arlington,  Fort  Myer,  Va 96,  996 

Balls  Bluff,  Leesburg,  Va 54 

Baltimore,  Md 11,  857 

Barrancas,  Warrington,  Fla 4,  245 

Baton  Rouge,  La : 4,  823 

Beaufort,  S.C 9,  666 

Beverly,  N.J 13,  013 

Black  Hills,  Sturgis,  S.  Dak : 847 

Camp  Butler,  Springfield,  111 3,412 

Camp  Nelson,  Nicholasville,  Ky 4,  400 

Cave  Hill,  Louisville,  Ky 5,  673 

Chattanooga,  Tenn 17,  617 

City  Point,  Hopewell,  Va 5,473 

Cold  Harbor,  Richmond,  Va 1,  987 

Corinth,  Miss 5,  911 

Crown  Hill,  Indianapolis,  Ind 794 

Culpeper,  Va 1,463 

Cypress  Hills,  Brooklyn,  N.Y 19,  532 

Danville,  Ky 392 

Danville,  Va 1,  732 

Fayetteville,  Ark 1,  995 

Finn’s  Point,  Salem,  N.J 2,  702 

Florence,  S.C 3,  304 

Fort  Bliss,  Tex 4,  278 

Fort  Gibson,  Okla 3,  886 

Fort  Harrison,  near  Richmond,  Va 844 

Fort  Leavenworth,  Kans 7,  612 

Fort  Logan,  Colo 1,  941 

Fort  McPherson,  Maxwell,  Nebr 2,  327 

Fort  Rosecrans,  San  Diego,  Calif 14,  684 

Fort  Sam  Houston,  San  Antonio,  Tex 11,  331 

Fort  Scott,  Kans 1,  871 

Fort  Smith,  Ark 3,  546 

Fort  Snelling,  Minneapolis,  Minn 17,  066 
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National  cemeteries — Continued  interments 

Glendale,  near  Richmond,  Va 1,  208 

Golden  Gate,  San  Bruno,  Calif 41, 142 

Grafton,  W.  Va 1,958 

Hampton,  Va 17,180 

Jefferson  Barracks,  St.  Louis,  Mo 32, 045 

Jefferson  City,  Mo 1,  275 

Keokuk,  Iowa 1,  782 

Knoxville,  Tenn 5,  377 

Lebanon,  Ky 984 

I^exington,  Ky 1,  383 

Little  Rock,  Ark__- r 9,  710 

Long  Island,  Farmingdale,  Long  Island,  N.Y 60, 185 

Loudon  Park,  Baltimore,  Md 6,  403 

Marietta,  Ga 12,  658 

Memphis,  Tenn 19,  013 

Mill  Springs,  West  Somerset,  Ky 987 

Mobile,  Ala 4,  242 

Mound  City,  HI 6,  030 

Nashville,  Madison,  Tenn 18,  795 

Natchez,  Miss 4, 107 

National  Memorial  Cemetery  of  Pacific,  T.H 16,  580 

New  Albany,  Ind 4,  702 

New  Bern,  N.C 3,  835 

Perryville,  Ky _r 0 

Philadelphia,  Pa 10,  702 

Port  Hudson,  La 3,  898 

Puerto  Rico,  San  Juan,  P.R 1,  859 

Quincy,  111 406 

Raleigh,  N.C 1,  688 

Richmond,  Va 7,  979 

Rock  Island,  111 3,  543 

St.  Augustine,  Fla 2,  561 

Salisbury,  N.C 12,  769 

San  Antonio,  Tex 3,  041 

San  Francisco,  Calif 22,  763 

Santa  Fe,  N.  Mex 3,  236 

Seven  Pines,  Va 1, 421 

Sitka,  Alaska 352 

Soldier’s  Home,  District  of  Columbia 11,  382 

Springfield,  Mo 4,  892 

Staunton,  Va 799 

Willamette,  Oreg 5,  021 

Wilmington,  N.C 2,  874 

Winchester,  Va 4,  788 

Woodlawn,  Elmira,  N.Y 4,  740 

Zachary  Taylor,  Louisville,  Ky 7,  202 


Total 703,  546 

PERSONNEL 

Mr.  Thomas.  You  use  this  language : 

At  the  time  the  1959  regular  appropriation  bill  was  enacted,  it  was  estimated 
that  the  funds  included  for  ungraded  employees  would  provide  479  man-years 
based  on  an  average  of  $3,909.  As  the  result  of  wage  board  increases,  the 
average  salary  is  now  expected  to  be  $4,507.  The  funds  requested  will  restore 
man-years  which  would  be  lost  and  make  possible  performance  at  the  level 
approved  when  the  regular  appropriation  was  enacted. 

Your  139  people  are  graded  people  ? 

Colonel  Ferguson.  Yes. 

Mr.  Thomas.  How  many  of  those  did  you  have  altogether? 
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Colonel  Ferguson.  The  positions  altogether,  249 — ^not  the  man- 
years. 

Mr.  Thomas.  Those  are  your  Federal  appropriated  jobs.  How 
many  people  do  you  have  on  the  rolls  now  as  of  January  1,  or  Feb- 
ruary 1? 

Colonel  Ferguson.  Approximately  246. 

Mr.  Thomas.  246.  You  mean  that  you  have  only  three  unfilled 
jobs? 

Colonel  Ferguson.  Yes. 

Mr.  Thomas.  That  is  quite  unusual.  The  figure  of  $135,000  must 
be  the  pay  raise  cost  for  your  graded  personnel. 

Colonel  Ferguson.  Yes.  ; 

Mr.  Thomas.  You  cannot  absorb  any  of  it? 

Colonel  Ferguson.  No,  sir. 

Mr.  Thomas.  What  about  your  “Other  objects”  money  ? Are  you 
going  to  have  an}^  unobligated  balances  ? 

Colonel  Ferguson.  No. 

Mr.  Thomas.  How  much  “Other  objects”  money  did  you  have  in  the 
regular  1959  bill  ? 

Colonel  Ferguson.  A total  of  $6,915,000  in  the  original  estimate. 
That  includes  personnel  and  procurement. 

Mr.  Thomas.  How  much  of  that  went  for  headstones  ? 

Colonel  Ferguson.  $2,540,000  for  headstones  and  $237,000  for  con- 
struction and  acquisition  of  land. 

Mr.  Thomas.  And  you  were  not  able  to  absorb  any  for  your  un- 
graded positions  either  ? 

Colonel  Ferguson.  No,  sir. 
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Tuesday,  March  3,  1959. 
Construction,  General 
Payments  to  Indians 

WITNESSES 

LT.  COL.  JAMES  A.  VIVIAN,  ASSISTANT  CHIEF,  OF  ENGINEERS  FOB 
NORTHWESTERN  DIVISIONS 

MILTON  A.  PEARL,  CHIEF,  LEGISLATIVE  SERVICE  BRANCH,  REAL 
ESTATE  DIVISION 

JOSEPH  TOFANI,  CHIEF,  PROGRAMS  BRANCH,  PLANNING  DIVISION, 
CIVIL  WORKS 

HARRY  COHEN,  ASSISTANT  CHIEF,  PROGRAMS  BRANCH,  PLANNING 
DIVISION,  CIVIL  WORKS 

MAJ.  GEN.  DAVID  W.  TRAUB,  DIRECTOR  OF  ARMY  BUDGET 
STUART  H.  D.  FREED,  BUDGET  ANALYST,  OFFICE,  DIRECTOR  OF 
ARMY  BUDGET 

Program  and  financing 


Presently 

available 


Revised 

estimate 


Increase  (+) 


Program  by  activities: 

J . Advance  engineering  and  design 

2.  Navigation  projects 

3.  Alteration  of  bridges  over  navigable  waters 

4.  Beacb  erosion  control  projects 

.'i.  Flood  control  projects 

(3.  Multiple-purpose  projects,  including  power: 

(1)  Walter  F.  George  lock  and  dam,  Alabama  and 
Georgia  through  (21)  Big  Bend  Reservoir, 
S.  Dak.,  as  set  forth  on  p.  552  of  the  1960 
budget 

(22)  Fort  Randall  Reservoir,  S.  Dak 

(23)  Oahe  Reservoir,  S.  Dak 

(24)  Cheatham  lock  and  dam,  Tennessee,  part  of 

Cumberland  River  system,  Kentucky  and 
Tennessee  through  (30)  minor  completion 
items  as  set  forth  on  p.  552  of  the  1960  budget- 

Total  multiple-purpose  projects 

7.  Recreation  on  completed  projects 

8.  Small  authorized  projects 

9.  Lower  Columbia  River  fish  sanctuary  program  (Fish 

and  Wildlife  Service) 

Total  obligations 


$10,  265,  900 
181,  317,  466 
7,  824, 575 
1, 036,  760 
232,  700, 142 


116,  800,  074 
802, 170 
33,  539,  853 


$10,  265, 900 
181,317,466 
7,  824, 575 
1,  036,  760 
232,  700, 142 


116,  800, 074 
2,502,170 
36,  839,  853 


-f  $1,  700,  000 
+3, 300,  000 


31, 491,  490 


31,  491,  490 


182, 633,  587 
781, 265 
5, 330, 000 


187,  633,  587 
781,265 
5, 330, 000 


-f 5, 000,  000 


1,894,153 


1, 894, 153 


623,  783,  848 


628, 783, 848 


-4-5, 000, 000 


Financing: 

Unobligated  balance  brought  forward 

Recovery  of  prior  year  obligations 

Unobligated  balance  carried  forward 

Appropriation  (new  obligational  authority) 


-61, 934,  266 
-3, 916, 088 
45, 313, 006 


-61, 934,  266 
-3,  916, 088 
45, 313, 006 


603,  246,  500 


608,  246, 500 


+5, 000, 000 


Mr.  Thomas.  We  have  a little  item  here  for  $5  million — “Con- 
struction, general,  payments  to  Indians,”  $5  million. 

GENERAL  STATEMENT 

Colonel  Vivian.  Mr.  Chairman  and  gentlemen  of  the  committee,  I 
appear  this  morning  in  support  of  a supplemental  appropriation 
request  of  $5  million  for  the  “Construction,  general”  appropriation 
of  the  Corps  of  Engineers,  to  permit  payment  to  Indians  for  all 
claims  arising  from  the  taking  of  lands  at  the  Oahe  and  Fort  Randall 
projects.  South  Dakota.  Public  Laws  85-915,  85-916,  and  85-923 
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authorize  the  payments  to  be  made  from  funds  available  to  these 
projects. 

The  amount  of  $1,890,000  has  been  paid  from  funds  available  to 
the  Oahe  Keservoir.  There  are  no  additional  funds  available  to  the 
projects  which  can  be  used  to  make  the  required  payments  and  still 
permit  the  advancement  of  their  construction  under  schedules  pre- 
viously presented  to  the  Congress. 

The  laws  were  enacted  too  late  to  permit  inclusion  of  funds  for 
these  payments  in  the  regular  budget  recommendations  for  fiscal 
year  1959.  Title  to  the  lands  in  question  is  now  vested  in  the  United 
States.  The  laws  provide  that  payments  are  to  draw  4 percent 
interest  from  the  time  funds  are  deposited  in  the  U.S.  Treasury 
until  expended.  Any  delay  in  depositing  the  money  therefore  re- 
sults in  a monetary  loss  to  the  Indians. 

Mr.  Thomas.  How  much  has  been  heretofore  appropriated  for 
these  same  two  items,  the  taking  of  lands  at  the  Oahe  and  Fort 
Randall  projects? 

Colonel  Vivian.  Nothing  directly.  We  did  make  some  funds  avail- 
able when  we  were  able  to  get  them  together  from  our  last  year’s 
appropriation. 

JUSTiriCATION  OF  THE  ESTIMATE 

Mr.  Thomas.  We  will  insert  in  the  record  at  this  point  page  5 of 
the  justifications. 

( The  page  referred  to  follows : ) 

Justification  of  Supplemental,  Estimate 

Public  Laws  85-915,  85-916,  and  85-923  approved  September  2,  1958,  author- 
ized payments  to  the  Standing  Rock,  Crow  Creek,  and  Lower  Brule  Sioux 
Indian  Tribes  as  final  settlement  for  all  claims  arising  from  the  taking  of 
Indian  lands  at  the  Oahe  and  Port  Randall  Reservoir  projects.  The  laws 
authorize  the  payments  to  be  made  from  funds  available  to  these  projects. 

The  amount  of  $1,890,000  has  been  paid  from  funds  available  to  Oahe  Reser- 
voir. There  are  no  additional  funds  available  to  the  projects  which  can  be 
used  to  make  the  required  payments  and  still  permit  the  advancement  of  their 
construction  under  schedules  previously  presented  to  the  Congress.  The  laws 
were  enacted  too  late  to  permit  inclusion  of  funds  for  these  payments  in  the 
regular  budget  recommendations  for  fiscal  year  1959.  The  total  payments 
authorized  and  the  amounts  which  have  thus  far  been  paid  are  shown  below : 


Public  law 

Project  and  tribe 

Payment 

authorized 

Previously 
deposited 
in  con- 
demnation 
actions 

Additional 

amounts 

made 

available 

Balance  of 
payment 
required 

Public  Law  85-915 

Oahe  Reservoir:  Stand- 
ing Rock  Indians. 

Port  Randall  Reservoir: 
Crow  Creek  Indians. 
Lower  Brule  In- 
dians. 

$5,  251,  553.  00 

1, 395, 811.94 
976,  523.  00 

$60,  716. 30 

399, 312.  94 
270,  610.  65 

$1, 890, 000 

$3, 300, 836. 70 

996,  499.  00 
705,  912. 35 

Pubbc  Law  85-916„_ 

Public  Law  85-923  

Total 

7,  623,  887.  94 

730,  639.  89 

1, 890, 000 

1 5, 003,  248.  05 

1 $5,000,000  rounded. 


The  laws  provide  that  payments  are  to  draw  4 percent  interest  from  the  time 
they  are  deposited  to  the  credit  of  the  Indians  in  the  U.S.  Treasury  until  ex- 
pended. Any  delay  in  depositing  the  money  therefore  results  in  a monetary  loss 
to  the  Indians.  The  supplemental  request  is  for  $5  million  broken  down, 
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$1,700,000  for  Fort  Randall  Reservoir,  S.  Dak.,  and  $3,300,000  for  Oahe  Reser- 
voir, S.  Dak.  and  N.  Dak. 

Mr.  Tho:mas.  How  much  funds  have  heretofore  been  made  avail- 
able for  this  purpose? 

Colonel  Vivian.  None  directly  for  this  purpose.  I say  that  be- 
ciiuse  the  bill  was  passed  and  signed  by  the  President  last  September. 

Mr.  Thomas.  You  use  this  language: 

The  amount  of  $1,890,000  has  been  paid  from  funds  available  to  Oahe  Reser- 
voir. There  are  no  additional  funds  available  to  the  projects  which  can  be  used 
to  make  the  required  payments  and  still  permit  the  advancement  of  their  con- 
struction under  schedules  previously  presented  to  the  Congress.  The  laws  were 
enacted  too  late  to  permit  inclusion  of  funds  for  these  payments  in  the  regular 
budget  recommendations  for  the  fiscal  year  1959. 

Colonel  Vivian.  That  is  correct.  The  $1,890,000  mentioned  there 
was  appropriated  for  the  construction. 

PRICE  and  acres  involved  AT  FORT  RANDALL  RESERVOIR 

Mr.  Thomas.  Let  us  take  the  Fort  Pandall  Keservoir  first, 
$1,700,000.  How  many  acres  of  land  are  involved  and  what  was  the 
total  price?  Was  this  a negotiated  price  settled  by  the  courts?  How 
did  you  arrive  at  the  figure? 

Colonel  VrvEAN.  This  was  settled  by  a long  series  of  negotiations, 
and  I would  like  to  ask  Mr.  Pearl  of  our  real  estate  office  to  give  you 
more  detail. 

Mr.  Thomas.  What  was  the  total  purchase  price  at  Fort  Pandall, 
how  many  acres  were  involved,  and  so  forth?  You  are  removing  the 
Indians  where  by  virtue  of  building  these  dams? 

Mr.  Pearl.  They  have  moved  to  places  of  their  own  choosing  and 
places  provided  by  the  Bureau  of  Indian  Affairs. 

Mr.  Thomas.  How  many  acres  are  involved  in  this  Fort  Eandall 
Reservoir  ? 

Mr.  Pearl.  7,996  acres  of  the  Lower  Brule  Reservation  and  9,514 
of  the  Crow  Creek  Reservation,  or  a total  of  about  17,500  acres. 

Mr.  Thomas.  What  are  you  going  to  pay  for  it? 

Mr.  Pearl.  Mr.  Chairman,  if  I may  give  you  just  a little  back- 
ground on  this,  the  act  of  July  6,  1954,  directed  the  Chief  of  Engi- 
neers, with  the  Secretary  of  the  Interior,  to  negotiate  contracts  with 
the  Crow  Creek  and  Lower  Brule  Tribes  for  the  land  required  at 
Fort  Randall.  We  were  unable  to  negotiate  the  contract  because  in 
the  directions  of  that  act  of  July  6 we  were  told  to  pay  for  items  that 
were  not  ordinarily  compensable  and  for  which  we  could  not  set  a 
dollar  figure.  Instead,  we  went  into  court  and  got  title  to  the  land 
in  condemnation  proceedings.  In  the  case  of  the  Lower  Brule  Tribe 
we  deposited  in  court  $270,610.65  as  our  estimate  of  just  compensation. 
In  the  case  of  the  Crow  Creek  Tribe  we  deposited  $399,312.94  as  our 
estimate  of  just  compensation.  These  two  tribes  were  making  re- 
quests for  additional  indirect  damages  and  for  other  claims  they  had 
in  excess  of  $1,400,000  for  the  Lower  Brule  and  $1,817,000  for  the 
Crow  Creek  Reservation. 

Actually,  what  we  have  here  in  the  legislation  that  was  enacted 
in  the  85th  Congress  is  a settlement  negotiated  through  the  Interior 
Committees  of  Congress  ^Hth  the  tribes  by  which  United  States  has 
agreed  to  pay  them  a total  of,  in  the  case  of  the  Lower  Brule,  $705,- 
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912.35  in  excess  of  our  estimate  of  just  compensation  based  on  the 
normal  appraisal  procedure,  and  in  the  case  of  the  Crow  Creeks,  $840,- 
000  for  indirect  damages  including  an  additional  $30,000  for  other 
damages,  making  a total  of  $1,395,000  to  be  paid  to  them  (the  Crow 
Creeks)  as  the  final  figure. 

I might  point  out  that  the  figures  that  came  out  in  the  final  act 
had  been  reduced  on  the  Senate  side  from  those  recommended  on  the 
House  side,  so  all  the  way  through  from  the  beginning  this  is  a negoti- 
ated matter. 

For  example,  one  of  the  things  that  the  tribes  asked  for  was  payment 
for  the  bed  of  the  Missouri  Kiver  which  we  said  we  could  not  give 
them.  But  included  in  these  damage  items,  in  order  to  obtain  from 
them  a complete  release,  is  a figure  that  was  added  in  as  compensation 
for  the  bed  of  the  Missouri  River  in  order  to  have  the  Indians  relin- 
quish their  claims  for  future  payments ; so  the  total  to  be  paid  to  the 
Lower  Brules  is  $976,523,  or  $705,000  above  our  estimate,  and  to  the 
Crow  Creeks  a total  of  $1,395,811,  which  is  roughly  $1  million  above 
our  estimate  of  just  compensation. 

Mr.  Thomas.  What  is  the  total  of  the  two  ? 

Mr.  Pearl.  On  Fort  Randall,  $2,372,334.94  is  the  total  for  the  two 
tribes  at  the  Fort  Randall  project. 

Mr.  Thomas.  $1,395,000  and  the  $976,000 ; is  that  it  ? 

Mr.  Pearl.  Yes. 

Mr.  Thomas.  How  much  of  a supplemental  are  you  looking  for  for 
this  one  item  ? You  have  here  $1,700,000. 

Colonel  Vivian.  That  is  correct,  $1,700,000. 

Mr.  Thomas.  Will  that  liquidate? 

Colonel  Vivian.  That  will  take  care  of  all  of  the  obligations. 

Mr.  Thomas.  How  much  have  you  paid  on  it  ? 

Mr.  Pearl.  We  have  deposited  in  court  previously  $270,610  for  the 
Lower  Brule  Reservation  and  $399,312  for  the  Crow  Creeks,  or  a total 
of  $669,922  for  the  two. 

PRICE  AND  ACRES  INVOLVED  AT  OAHE  RESERVOIR 

Mr.  Thomas.  What  about  the  other  item,  $3,300,000  ? 

Mr.  Pearl.  With  .the  Standing  Rock  Tribe  at  the  Oahe  Reservoir 
it  is  approximately  the  same.  It  was  the  Act  of  September  30,  1950, 
that  directed  the  negotiations.  We  negotiated  a contract  in  that  case 
which  was  never  executed.  We  reported  back  to  the  Congress  at  that 
time  that  our  valuation  of  the  land  involved  was  $1,320,000.  The  Mis- 
souri River  Basin  investigation  staff  of  the  Department  of  the  Interior 
had  an  estimate  of  $1,635,000.  The  tribe  had  an  estimate  of  $1,700,- 
000.  We  recommended  back  in  1951  $1,575,000  for  the  fair  value  of 
the  land.  We  did  not  condemn  these  lands,  and  after  further  negoti- 
ations Avith  the  tribe  we  came  up  with  an  agreement  that  we  could 
recommend  as  the  land  value  $1,952,040.  Over  and  above  that  there 
was  added  to  this  amount  $3,937,832  through  the  same  negotiations 
process  in  settlement  of  all  claims  by  the  House  bill,  and  this  was  re- 
duced in  the  Senate  to  conform  to  the  percentage  that  had  been  used 
in  the  other  bills,  so  that  we  now  have  a final  item  for  the  Standing 
Rock  Tribe  of  $3,300,000  required  over  and  above  a total  of  $1,952,000 
that  has  been  made  available  and  paid. 
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.\rr.  'r  F lOAfAs.  TTow  many  acres  of  land  is  involved  ? 

Mr.  Pi:.\KL.  AI)out 50,000. 

.Ml-.  Tin  )MAK.  Tlow  innch  is  that  per  acre  ? 

Mr.P  KARi..  $00  per  acre. 

Mr.  T I lOMAS.  It  is  all  hills  and  hollows. 

( \)lonel  Vivian.  Grazing-  land  mostly. 

Mr.  T iioTMAS.  IVill  anybody  pay  $00  an  acre  for  grazing*  land  and 
make  a livino-  off  it?  How  many  acres  does  it  take  to  run  one  steer, 
00,  10,  01-50?' 

.Mr.  P n.MiL.  I do  not  know  that  we  have  any  animal  unit  figures  in 
tliis  area  the  same  as  w^e  would  on  a ranch. 

Mr.  T n o:\rAS.  What  is  the  area  adapted  to  ? 

.Mr.  P EARL.  Much  of  this  area  was  timberland. 

.Mr.  T no.wAS.  Not  grazing  land? 

Mr.  1"  EARL.  There  was  some  grazing  land  in  the  bottoms,  of  course — 
in  the  river  bottoms. 

Mr.  Thomas.  Is  there  any  merchantable  timber  on  the  land? 

Mr.  Pearl.  No.  Under  the  acts  the  Indians  are  allowed  to  remove 
such  timber  as  they  want,  but  actually  it  has  not  been  paying  them 
to  remove  too  much  of  it. 

Mr.  Thomas.  Is  the  market  value  of  the  surrounding  land  $60  per 
acre?  Did  the  land  have  any  improvements  on  it?  What  makes  it 
worth  $60  per  acre  ? 

Mr.  Pearl.  We  had  an  appraisal  made  by  Hart  Associates  of  Den- 
ver, which  is  an  appraisal  firm,  and  as  I indicated  before  they  came 
up  with  an  appraisal  of  $1,320,000  for  the  land  involved  as  of  1951. 

Mr.  Thomas.  How  much  is  that  an  acre — around  $19.50,  which 
might  sound  a little  bit  high  at  that. 

VALUE  OF  land  AT  FORT  RANDALL  RESERVOIR 

What  does  this  other  tract  cost  per  acre  that  has  about  17,000  acres 
in  it  ? You  gave  us  a flat  figure  of  17,000  acres  for  Randall. 

Mr.  Pearl.  Rounded  out,  yes ; at  Fort  Randall. 

Mr.  Thomas.  What  does  that  cost  per  acre  ? 

Colonel  Vivian.  Roughly  $50  per  acre  on  the  direct  cost. 

Mr.  Pearl.  In  connection  with  Fort  Randall  I have  a little  break- 
down here,  Mr.  Chairman. 

Mr.  Thomas.  Let  me  get  the  figure  in  the  record.  The  Fort  Randall 
1 and  cost  you  about  $40  an  acre  ? Is  that  grazing  land  ? 

Colonel  Vivian.  It  is  a little  closer  to  $50  than  $40.  That  is  correct. 

Mr.  Thomas.  Is  that  grazing  land  ? 

Mr.  Pearl.  This  land  consists  of  cropland,  meadows,  and  some 
open  pasture  and  some  grazing  land. 

Mr.  Thomas.  How  much  cropland  do  you  have  ? 

Mr.  Pearl.  This  is  in  the  F ort  Randall  17,000  acres  total. 

Mr.  Thomas.  How  many  acres  of  farming  land?  It  is  under  dry 
farming  or  irrigated  ? How  many  acres  to  the  steer,  30,  40,  or  50  ? 

Mr.  Pearl.  They  have  not  broken  it  down  on  a per  animal  unit 
basis.  They  indicate  on  a review  of  the  appraisal 

Mr.  Thomas.  You  are  an  old  landman  and  an  old  cowhand,  are  you 
not  ? 

Mr.  Pearl.  Cropland  averages  approximately  $50  per  acre. 
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Mr.  Thomas.  Dry  or  wet,  irrigated  or  dry?  How  far  away  is  it 
from  the  nearest  county  seat,  and  how  big  is  the  county  seat  town? 
What  is  the  name  of  it  ? 

Mr.  Pearl.  Apparently  it  is  dry. 

Mr.  Thomas.  At  $60  an  acre  ? 

Mr.  Pearl.  $50  for  the  cropland;  and  the  meadow  land  runs  on  an 
average  from  $34  to  $80  per  acre,  and  the  open  pasture  around  $22 
per  acre. 

Mr.  Kirwan.  How  are  they  coming  along  on  the  Eandall  Dam  ? I 
was  out  there  2 years  ago. 

Colonel  Vivian.  It  is  coming  along  quite  well.  With  the  appro- 
priations to  date  we  should  be  about  97  percent  complete. 

Mr.  Thomas.  Thank  you  very  much. 


Tuesday,  March  3, 1959. 

Construction  of  Power  Systems,  Kyukyu  Islands 

WITNESSES 

MAJ.  GEN.  C.  K.  GAILEY,  CHIEF,  CIVIL  AFFAIRS  AND  MILITARY 
GOVERNMENT 

EDWARD  W.  O’FLAHERTY,  CHIEF,  ECONOMICS  DIVISION,  OCAMG 
EDWARD  j.  McLaughlin,  chief,  program  management 
BRANCH,  ECONOMICS  DIVISION,  OCAMG 
HENRY  WOHL,  CHIEF,  ECONOMIC  AFFAIRS  BRANCH,  ECONOMICS 
DIVISION,  OCAMG 

W.  E.  NOWELL,  BUDGET  OFFICER,  OCAMG 

MAJ.  GEN.  DAVID  W.  TRAUB,  DIRECTOR  OF  ARMY  BUDGET 
STUART  H.  D.  FREED,  BUDGET  ANALYST,  OFFICE,  DIRECTOR  OF 
ARMY  BUDGET 


Program  and  financing 


Actual,  1958 

Estimate, 

1959 

Estimate, 

1960 

Pr^jgram  by  activities:  Construction  of  powerplant,  with  2 
20. 000-kw.  units  and  necessary  appurtenances  with  structure 

for  ^ irnits 

$200, 000 

$7, 400, 000 

Total  obligations 

200, 000 

7;  400, 000 

-9, 800,  000 
2,  400, 000 

Financing: . 

Unobligated  balance  brought  forward.  _ _ _ 

Unobligated  balance  carried  forward  _ __  _ _ _ 

9, 800,  000 

Proposed  supplementarj’  appropriation  _ _ 

10, 000,  000 

Ohject  classification 


Actual,  1958 

Estimate, 

1959 

Estimate, 

1960 

10.  Land  and  structures  _ _ - - _ 

$200, 000 

$7, 400, 000 

Total  obligations  . - 

200, 000 

7, 400, 000 
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Mr.  Thomas.  We  will  now  tiike  up  the  construction  of  power  sys- 
tems, Ryukyu  Islands. 

General  GrAinEY.  First  I want  to  express  my  appreciation  for  the 
opportunity  of  coming  up  here  and  discussing  this  with  you. 

Mr.  T HOMAS.  We  are  delighted  to  have  you. 

GENERAL  STATEMENT 

General  Gailey.  Mr.  Chairman  and  gentlemen,  I appreciate  this 
opportunity  to  discuss  the  Ryukyu  Islands,  and  the  interests  and 
resi)onsibilities  of  the  United  States  in  that  area. 

Since  the  end  of  World  War  II,  Okinawa,  the  largest  island  in  the 
arcliipelago,  has  come  to  occupy  a key  position  in  the  global  base 
complex  which  is  the  foundation  of  the  defense  of  the  United  States 
and  the  free  world.  The  magnitude  of  the  U.S.  investment  in  mili- 
tary construction  in  the  island  is  a tangible  manifestation  and  recog- 
nition of  its  military  and  strategic  significance.  Dollarwise  the  figure 
is  in  the  neighborhood  of  one-half  billion  dollars.  If  land  rentals, 
temporary  construction,  GARIOA,  and  postwar  emergency  relief  were 
added,  the  total  would  rise  to  about  $1  billion. 

Currently  all  four  services  maintain  forces  in  the  Ryukyus,  with 
a total  military  population  of  about  28,000.  They  utilize  about  one- 
fourth  of  the  land  area  of  Okinawa  and  their  installations  are  scat- 
tered from  one  end  of  the  island  to  the  other.  There  is  real  justifica- 
tion then  for  the  comment,  “The  United  States  does  not  have  a military 
base  on  Okinawa ; Okinawa  is  a base.”  In  my  opinion,  the  presence 
the  U.S.  forces  in  the  Ryukyus  symbolizes  for  our  allies,  as  well  as 
for  our  enemies,  the  firmness  of  the  U.S.  intentions  and  capabilities 
to  combat  threats  to  free  world  security  in  the  Far  East. 

Because  of  this  overriding  national  security  consideration — and  this 
alone — the  United  States  has  recognized  that  it  is  essential  to  retain 
full  administrative  control  of  the  islands.  This  requirement  is  met 
by  article  3 of  the  treaty  of  peace  with  Japan  which  provides  the 
United  States  with  the  right — 

* * * to  exercise  all  and  any  powers  of  administration,  legislation,  and  juris- 
diction over  the  Territory  and  inhabitants  of  these  islands  * * *. 

These  two  fundamental  requirements  of  the  United  States,  that 
is,  maintenance  of  an  effective  military  base  in  the  Ryukyu  Islands 
and  flexibility  and  freedom  in  their  administration,  are  inextricably 
interwoven.  A wide  varity  of  operations  and  programs  are  fully 
integrated  and  would  be  difficult  to  separate — roads,  electric  power, 
water,  ports,  communications,  public  safety,  and  public  health,  to 
mention  a few. 

In  recognition  of  the  intermingling  of  local  economy  and  military 
requirements  for  electric  power,  the  Machinate  powerplant  and  trans- 
mission facilities  were  originally  constructed  in  Okinawa  with  Gov- 
ernment and  relief  in  occupied  areas — GARIOA — funds,  to  serve 
the  needs  of  both  elements.  We  are  here  today  because  an  immediate 
and  urgent  requirement  exists  for  expansion  of  these  electric  power 
generating  facilities  to  meet  sharply  increasing  local  economy  and 
military  power  demands. 

The  fiscal  year  1J59  budget  request  for  “Construction  of  power 
systems,  Ryukyu  Islands”  was  disapproved  by  tlie  Committee  on 
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Appropriations,  until  such  time  as  it  could  make  a thorough  study 
of  the  necessity  for  the  project.  Congressman  Passman  has  visited 
Okinawa  and  learned  the  situation  msthand,  and  ]Mr.  Rightmyer 
and  !Mr.  Baker  of  the  Appropriations  Committee  staff  have  conducted 
an  on-the-ground  investigation  of  power  r^uirements. 

In  the  light  of  the  urgency  of  these  requirements  (and  the  long 
leadtime  for  new  construction)  the  executive  department  has  ap- 
proved a supplemental  appropriation  request  for  fiscal  year  1959  in 
the  amount  of  $10  million  for  construction  of  a new  generating  plant. 
This  amount  can  be  supplemented  with  $3.5  million  of  locally  gen- 
erated funds.  Together,  this  would  permit  bringing  an  additional 
40,000  kilowatts  on  to  the  line  as  of  January  1,  1962.  I am  firmly 
convinced  that  the  urgency  of  this  requii’ement  cannot  be  over- 
emphasized. 

I wish  to  express  my  appreciation,  ^Ir.  Chairman  and  gentlemen, 
for  the  opportunity  to  present  this  statement  to  this  committee  of 
the  House  of  Representatives.  Members  of  my  staff  are  here  at  your 
disposal  for  any  further  information  you  may  desire  on  this  subject, 
and  we  have  prepared  a short  briefing  of  the  project  for  you  gentle- 
men which  Mr.  Henry  TT ohl  of  my  office  will  present. 

]\Ir.  Thovias.  That  was  a nice  statement. 

General  Gailet.  IVe  have  a briefing,  sir,  that  Mr.  Henry  TVohl  of 
my  office  will  present. 

JUSTIFICATIOX  OF  THE  ESTIMATE 

Mr.  Thomas.  Let  us  make  the  record  here.  We  will  insert  pages 
2 through  8 of  the  justifications  in  the  record  at  this  point. 

(The  pages  follow :) 

Justification  of  Sutplementai.  Estimates,  Fiscal  Teas  1959,  Ryuktu  Islands 

“For  necessary  expe-nses  of  eonsirnetion,  installation,  and  equipment  of  electric 
power  systems  in  the  Ryuhyu  Islands,  which  shall  he  operated  hy  the  Ryukyu 
Electric  Poioer  Corporation,  an  instrumentality  of  the  United  S^tates  Civil  Admin- 
istration of  the  Ryukyu  Islands;  services  as  authorised  hy  section  15  of  the  Act 
of  August  2,  19Jf6  (5  U.S.C.  55a) ; and,  hire  of  passenger  motor  vehicles  and  air- 
craft; $10  million,  to  remain  available  until  expended,  without  regard  to  sections 
855  and  373 of  the  Revised  Statutes,  as  amended,  and  title  10,  United  States 
Code,  section  4774” 

Supplemental  estimate,  fiscal  year  1959,  $10  million. 

LANGUAGE  EXPLANATION 

To  provide  for  new  appropriation  item.  Funds  for  tMs  purpose  were  not 
granted  under  the  annual  fiscal  year  1959  appropriation. 

STATEMENT  EELATING  APPBOPEIATION  ESTIMATE  TO  QUERENT  APPBOPEIATTON 

Date  supplemental  is  needed:  For  obligation  April  1,  1959;  for  expenditure 
June  1,  1959. 

1958  appropriation  (including  supplementals) $1,513,000 

1959  budget  estimates  (including  amendments  and  supplementals 

submitted  to  Congress)—. 5,  359,  000 

1959  appropriation  in  annual  act 0 

1959  supplemental  request  for  fiscal  year  1959 10,  000, 000 

Total  new  obligational  authority  for  1959 10, 000,  000 
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Aililit  inns  : 

For  const  ruction  of  iKiwerplant,  with  two  20,000-kilowatt  units 
jind  necessary  appurtenances  with  structure  for  4 20,000- 

kilowatt  units 10,000,000 

'I’otal  supi)leniental  estimate  for  fiscal  year  1959 10,000,000 

Ai)pro])riatecl,  fiscal  year  1958 $1,  513,  000 

Api)roi)riated,  fiscal  year  1959 

Sni)j)leinental  recpiest,  fiscal  year  1959 10,  000,  000 

A.  REQUIREMENTS  : POL-FUELED  STEAM  POWERPLANT 

( 1 ) Mooring  facilities $816,  400 

(2)  POL  storage,  three  80,000-barrel  tanks,  pipes,  and  pumps 594,  200 

(3)  Communication  facilities,  plant  to  plant 163,300 

(4)  Utilities:  Water,  roads,  sewer,  electrical,  water  storage  tanks, 

fencing 163,  300 

(5)  Idant  consisting  of  two  20,0C0-kilowatt  units  with  structure  for 

4 units : 

(a)  Architectural  and  structure,  including  intake  and  dis- 
charge tunnel 1,  699,  490 

( & )  Steam  generators  (210,000  pounds  per  hour)  (2  each)  _ 1,  019,  400 

(c)  Draft  equipment 161,800 

id)  Feed  water  equipment 258,800 

(e)  Fuel  oil  equipment 262,000 

if)  Water  supply  and  purification  system 45,  800 

(g)  Boiler  instruments  and  controls 252,400 

(h)  Boiler  and  turbine  plant  piping  and  insulation 269,800 

(i)  Turbine  generator  units,  20,000  kilowatts  (2  each) 3, 172,  (KX> 

U)  Condensing  and  cooling  water  system 513,  800 

(Jc)  General  plant  equipment 227,400 

(1)  Electrical  including  substation  equipment 880,800 


Construction,  direct  cost 10,  500,  000 

(6)  Contingency  1,  383,  570 


Total  direct  cost 11,  884,  260 

(7)  Engineering  141,  080 

(8)  Architect-engineer  344,950 

(9)  Inspection  and  supervision 619,730 

(10)  Overhead  509,  980 


Total  project  cost  for  2 generating  units,  20,000  kilowatts 

each,  with  structure  for  4 units 13,  500,  000 


Location. — The  proposed  plant  is  planned  for  location  in  central  Okinawa  near 
Kin  Beach.  It  has  a protected  inlet  for  ships,  free  of  heavy  seas,  and  provides 
sea  water  for  cooling  the  turbine  condensers.  There  are  no  airbases  in  proximity 
and  its  location  permits  utilization  of  nonarable  land. 


Summary  financial  data 

Estimated  Federal  costs $10,000,  000 

Estimated  non-Federal  costs 3,500,000 


Total  estimated  project  cost 13,  5(X),  000 

Appropriation  requested  for  fiscal  year  1959  supplemental 10,  000,  000 


B.  justiftcation 

It  is  necessary  to  achieve  a 40,000  kilowatt  increase  in  the  generating  capacity 
of  the  power  system  in  Okinawa  by  January  1962.  In  addition  to  the  basic  power 
generation,  modification  to  existing  electrical  system,  new  mooring  facilities,  and 
adequate  fuel  storage  are  required.  It  is  planned  to  construct  a POL-fileled 
steamplant  with  two  generators  of  20,000  kilowatt  capacity.  Phased  construc- 
tion of  the  new  generating  capacity  will  make  available,  as  of  January  1962,  the 
chassis  for  4 units  (20,000  kilowatt  units  will  ultimately  be  installed),  the  ancil- 
lary facilities,  and  two  20,000  kilowatt  units.  It  is  requested  that  $10  million  of 
appropriated  funds  be  provided  for  this  purpose,  to  be  supplemented  by  $3.5 
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million  from  the  Ryukyu  Electric  Power  Corporation  during  fiscal  year  1959-62. 
The  $1,513,000  appropriated  in  fiscal  year  1958  provided  for  the  extension  of 
power  transmission  facilities  from  Kadena  to  the  vicinity  of  the  Marine  Camp 
Schwab,  near  Henoko.  Necessary  lines,  transformers,  and  substations  were 
provided  over  a distance  of  25.5  miles. 

At  the  present  time,  the  only  economical  and  reliable  generating  facilities  in 
the  Ryukyus  are  the  Machinato  steam  powerplant  located  near  Naha  and  the 
military  barge  Impedance.  The  Machinato  plant  consists  of  four  generators  of 
11,500  kilowatt  capacity  each  and  the  Impedance  has  one  generator  of  30,000 
kilowatt  capacity.  The  firm  capacity  of  these  facilities  is  calculated  at  34,500 
kilowatts.  (In  calculating  firm  capacity  in  the  Ryukyus,  the  capability  of  the  two 
largest  units  is  excluded  since  this  is  a uniquely  isolated  system,  both  operation- 
ally and  supplywise,  where  a breakdown  of  one  imit  is  very  apt  to  occur  during 
scheduled  maintenance  on  other  unit.)  Against  this  firm  reliable  and  economical 
capacity  of  34,500  kilowatts,  a system  peak  U.S.  Forces  and  Ryukyuan  demand 
of  63,376  kilowatts  was  reached  on  January  17,  1959.  Within  the  time  required 
to  construct  additional  generating  facilities,  it  is  estimated  that  demand  will 
increase  to  96,870  kilowatts  by  the  beginning  of  1962,  with  an  annual  increase 
thereafter  somewhat  in  excess  of  3%  percent.  Thus,  by  1962,  estimated  demand 
will  be  almost  three  times  as  great  as  existing  firm  economical  and  reliable 
generating  capacity. 

There  is,  at  present,  available  to  supplement  the  Machinato  plant  and  the 
Impedance,  16,150  kilowatts  of  generating  capacity  from  various  war-salvaged 
diesel-powered  generators  scattered  among  six  different  locations  and  20,000 
kilowatts  from  the  military  power  barge  Jacona.  Neither  the  diesel-powered 
generating  units  nor  the  Jacona  is  included  in  determining  the  economical  and 
reliable  capacity  of  the  system  for  the  reasons  that : 

( 1 ) They  are  aged,  unreliable  military  assets ; there  is  considerable  difficulty 
in  maintaining  them  and  in  obtaining  replacement  parts  because  of  their  present 
old  age  and  this  becomes  more  acute  each  year  ; 

(2)  They  are  inefficient  and  expensive  to  operate  (production  cost  per  kilo- 
watt is  1.15  cents  for  the  Jacona  and  4.5  cents  for  the  diesels  compared  to  0.80 
cents  average  for  the  Machinato  plant  and  Impedanee)  ; 

(3)  The  Jacona  is  intended  as  an  interim  power  source  only,  until  i)ermanent 
generating  plants  can  be  constructed,  and,  accordingly,  must  be  retained  pending 
such  construction  regardless  of  its  uneconomical  and  unreliable  nature ; 

(4)  The  diesels  are  intended  as  standby  only  for  POL  and  water  pumping 
plants  and  for  other  critical  tactical  requirements. 

The  addition  of  the  plant  herein  requested  will  increase  the  firm  economical 
and  reliable  generating  capacity  to  66,(>00  kilowatts.  The  permanent  system  will 
then  consist  of  the  Machinato  plant  which  will  provide  46,000  kilowatts,  the 
Impedance,  with  30,000  kilowatts  capacity  and  the  new  plant  which  will  generate 
40,000  kilowatts.  (The  two  largest  units  in  the  permanent  system,  namely 
the  Imped ance  and  one  unit  of  the  new  plant,  must  be  considered  reserve  in  cal- 
culating the  fiiun  capacity  of  66,000  kilowatts  of  the  economical  and  reliable  sys- 
tem.) As  indicated,  the  anticipated  demand  on  the  system,  by  1962,  is  96,870  kilo- 
watts. This  will  require  the  retention  of  overage,  inefficient,  temporary  generat- 
ing plant  within  the  system  for  the  time  being.  It  is  estimated  that  the  excess 
cost  of  required  operation  of  such  plant  {Jacona  and  diesels)  in  the  period  fiscal 
year  1959  through  fiscal  year  1962  is  $1,879,000. 

Mr.  Thomas.  You  say  in  your  justifications : 

The  proposed  plant  is  planned  for  location  in  central  Okinawa  near  Kin  Beach. 
It  has  a protected  inlet  for  ships,  free  of  heavy  seas,  and  provides  sea  water  for 
cooling  the  turbine  condensers.  There  are  no  air  bases  in  proximity  and  its 
location  permits  utilization  of  nonarable  land. 

You  are  seeking  a supplemental  appropriation  of  $10  million.  You 
set  up  here  estimated  non-Federal  costs,  $3,500,000,  making  a total 
of  $13,500,000.  Your  plant  costs  exactly  $13,500,000  ? 

General  GAmET.  Yes. 
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ACCURACY  OF  ESTIMATES 

Mr.  Thomas.  How  much  guesswork  is  in  your  estimates? 

General  Gailey.  Those  estimates  were  made  by  the  Engineers  out 
in  the  l^ukyus  and  studied  by  us. 

Mr.  Thomas.  And  you  think  they  are  within  10  to  15  percent  cor- 
rect? 

General  Gaiijey.  I would  say  “Yes.” 

Mr.  Thomas.  Could  you  do  this  job  for  $1  million  or  $1,500,000  less 
than  this  $13,500,000? 

General  Gailey.  No  ; I do  not  think  so.  I think  this  is  the  rock- 
bottom.  ^ 

Mr.  Thomas.  You  have  an  architect-engineer,  $344,950;  inspection 
and  supervision,  $619,730. 

General  Gailey.  Yes. 

]\Ir.  Thomas.  Engineering,  $141,080.  We  are  going  to  do  that  our- 
selves, are  we  not? 

General  Gailey.  They  have  to  have  engineering  assistance. 

Mr.  Thomas.  You  have  to  bring  some  talent  to  shore  then  ? 

General  Gailey.  Yes. 

Mr.  WoHL.  This  is  to  be  by  bid  construction,  sir.  It  will  be  under 
the  general  supervision  of  the  Corps  of  Engineers,  but  it  will  be  actu- 
ally undertaken  by  contracting  outfits  under  open  bid. 

Mr.  Thomas.  Do  you  think  this  is  a really  urgent  matter.  General  ? 

General  Gailey.  Yes,  sir. 

Mr.  Thomas.  You  have  built  25.5  miles  of  line  and  you  have  two 
little  inefficient  stations.  One  is  a ship,  a powerplant  and  a ship,  and 
the  other  is  a little  local  turbine  ? 

General  Gailey.  Yes. 

Mr.  Thomas.  40  kw. 

General  Gailey.  It  is  very  uneconomical  and  we  are  losing  money 
every  day  that  we  use  it. 

Mr.  Thomas.  In  the  last  sentence  on  page  8 you  say  that  you  are 
losing  $1,879,000  a year. 

General  Gailey.  $1,879,000  is  the  estimated  excess  of  running  the 
inefficient  Jacona  and  diesels  in  the  period  fiscal  year  1959  through 
fiscal  year  1962. 

INCREASE  OF  CAPACITY  BY  ADDITIONAL  PLANT 

Mr.  Thomas.  You  say : 

The  addition  of  the  plant  herein  requested  will  increase  the  firm  economical 
and  reliable  generating  capacity  to  66,000  kilowatts. 

I believe  that  you  said  some  place  in  there  that  that  would  take  care 
of  your  anticipated  needs  and  growth  through  1960.  How  many  kilo- 
watt-hours do  you  anticipate  you  will  grow  between  now  and  1962? 
What  is  the  average  consumed  on  the  island  now  ? / 

Mr.  Wohl.  In  kilowatts  rather  than  kilowatt-hours,  the  present 
consumption  peak  was  63,360  kilowatts  as  of  the  first  month  of  this 
year. 

Mr.  Thomas.  Is  that  the  top  capacity  of  your  existing  facilities? 

Mr.  Wohl.  No,  sir.  I can  show  you  a few  charts  here  that  will 
show  you  the  existing  facilities  capacity  and  also  the  demand. 
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This  chaa?t  [indicating]  shows  the  existing  transmission  facilities. 

Here  on  this  chart  [indicating]  we  show  the  actual  experience— 
and  these  are  megawatts,  thousands  of  kilowatts — the  demand  from 
the  Ryukyu  Island  power  system  which  includes  the  Machinato  plant, 
the  Impedance,  and  these  inefficient  plants,  all  of  which  are  run  by 
the  Army  on  an  integrated  basis.  And  during  1958  we  got  up  to 
59,000  kw.  and  in  the  first  month  of  this  year  we  got  up  to  63,000  kw. 
During  this  year  we  will  get  up  as  high  as  73,000  kw.  and  this  bold 
line  [indicating]  marks  the  anticipated  minimum  increase  in  our  re- 
quirements for  the  military  and  local  economy  through  1970. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Thomas.  Do  you  anticipate  the  figure  will  be  increased  any 
time  soon  ? 

Mr.  O’Flaherty.  The  number  of  installations  requiring  electricity 
will  be  more. 

Mr.  WoHL.  We  have  recently  transferred  from  Japan  to  Okinawa 
the  3d  Marine  Division  and  camps  are  being  constructed  now  for  the 
Marine  division.  These  are  one  of  the  largest  single  elements  which 
bring  about  the  sharp  increase  in  power  requirements. 

Mr.  Thomas.  Has  this  matter  been  discussed  with  the  Department 
of  State,  whether  we  stay  on  there  or  get  off?  That  is  going  to  be 
a decision  made  by  the  Department  of  State,  is  it  not  ? 

General  Gailey.  There  was  a public  statement  by  the  President 
after  Mr.  Kishi’s  visit  from  J apan  that  as  long  as  the  present  condi- 
tions of  unrest  exist  in  the  F ar  East  we  will  be  there. 

Mr.  O’Flaherty.  And  it  is  reiterated  in  the  President’s  budget 
document. 


EXTENSION  OF  TRANSMISSION  LINES 


Mr.  Thomas.  Have  you  let  any  contracts  for  the  construction  of 
this  plant? 

Mr.  WoHL.  No,  because  we  have  as  yet  no  funds  for  construction. 
We  received  $1,513,000  in  the  fiscal  year  1958  which  was  only  for  the 
extension  of  transmission  lines  northward. 

Mr.  Thomas.  Have  you  let  any  contracts  on  architect-engineering  ? 

Mr.  WoHL.  None.  We  have  no  authorization. 

Mr.  Thomas.  You  have  spent  your  money  for  25.2  miles  of  high 
line? 

Mr.  Wohl.  That  is  correct. 

Mr.  Thomas.  That  is  all  completed  ? 

Mr.  Wohl.  That  is  correct.  It  will  be  completed  in  July  of  this 
year. 

Mr.  Thomas.  Who'  did  that  job  for  you? 

Mr.  Wohl.  That  was  under  the  Engineers. 

Mr.  Thomas.  Force  account? 

Mr.  Wohl.  I do  not  know  specifically  whether  the  Engineers  did 
it  themselves,  or  whether  it  was  under  contract.  I know  that  it  was 
under  the  Engineers’  supervision. 


Mr.  Rooney.  I do  not  believe  that  I have  any  questions, 
to  testimony  on  this  previously. 

Mr.  Thomas.  W as  this  matter  submitted  to  you  ? 

Mr.  Rooney.  It  was. 


I listened 
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M r.  ]^ow.  Wliat  did  the  report  of  Congressman  Passman  in- 
rliciite  ? I liave  not  seen  liis  report. 

Mr.  Koonkv.  It  was  a deferral. 

(i(*nei*al  Gailey.  He  went  ont  in  September  and  then  there  were 
I wo  gentlemen  from  the  Appropriations  Committee  staff  who  made 
an  independent  visit  out  there.  They  w'ere  out  there  in  January. 

liave  not  seen  their  report,  but  out  there  they  made  several  sug- 
•iest  ions  to  the  people  on  the  ground  as  to  how  they  should  change. 

Ml-,  d iioMAs.  Cannot  this  matter  wait  30  or  40  days?  You  have 
waited  since  1945.  Another  30  to  60  days  will  not  hurt  you,  will  it? 

( leneral  Gailey.  We  would  like  to  get  started,  sir.  We  tried  to  get 
it  in  1958  and  1959.  We  want  to  start  on  this  contractual  business, 
the  design  contract,  and  the  ability  to>  get  started  is  the  reason  we 
put  in  for  it  early.  We  want  to>  get  started  as  soon  as  we  can. 

Mr.  Bow.  Is  the  weather  a factor  in  getting  started  ? 

General  Gailey.  No,  sir.  We  just  want  to  get  started. 

Mr.  WoHL.  The  basic  requirements  is  that  as  of  1959  the  require- 
ments as  shown  here  exceed  the  firm  capacity  of  all  the  available 
facilities,  including  the  inefficient  Jacona  and  diesels.  We  are  faced 
with  a 3-year  timelag  from  the  time  we  had  an  authorization  and  an 
appropriation  of  funds  until  we  have  the  completion  of  the  project. 
In  other  words,  we  cannot  look  for  the  project  to  put  new  facilities  bn 
the  line  until  January  1,  1962,  assuming  we  had  the  money  to  start  as 
of  May  1959.  It  is  for  this  reason  that  the  executive  department  felt 
we  should  come  in  with  a supplemental  request  so  that  we  could  cut 
to  the  utmost  any  delay  involved. 

COST  TO  PRODUCE  POWER 

Mr.  Bow.  What  is  it  going  to  cost  you  to  produce  this  power  ? 

Mr.  WoHL.  The  cost  will  run  at  about  what  we  get  now  from  the 
Machinato  plant  and  the  Impedance  plant,  the  efficient  units  of  the  sys- 
tem, which  runs  roughly  1.4  cents  per  kilowatt-hour,  which  is  at  or 
below  the  average  the  Army  pays  for  power  stateside. 

Mr.  Bow.  What  are  these  plants  ? Are  they  steamplants  or  diesel  ? 

Mr.  WoHL.  These  are  steamplants,  POL-fired  steamplants.  The 
POL  is  brought  in  from  the  Persian  Gulf.  There  is  no  hydro  capacity 
or  coal  on  Okinawa.  We  have  to  run  everything  on  oil  out  there. 

USE  OF  POWER  GENERATED 

Mr.  Bow.  Does  this  provide  for  the  generation  of  power  for  the 
use  of  others  than  the  Armed  Forces  and  their  dependents? 

Mr.  WoHL.  Yes.  This  covers  the  requirement  of  both  the  local 
economy  and  the  military,  both  of  which  are  now  taken  care  of  out 
of  the  integrated  system,  and  this  would  be  an  add-on  to  the  inte- 
grated system. 

Mr.  Bow.  What  do  you  get  for  the  power  sold  to  the  local  economy  ? 

Mr.  WoHL.  The  power  that  goes  to  the  local  economy  is  wholesaled 
by  the  Eyukyu  Electric  Power  Corp.,  and  the  retail  distributors  get 
an  average  of  4.85  cents  per  kilowatt-hour  for  both  lighting  and  power. 
That  runs  about  5.4  cents  for  lights  and  about  3.75  for  power. 

Mr.  Bow.  Is  that  return  sufficient  to  amortize  this  plant? 
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Mr.  WoHL.  This  is  in  terms  of  what  the  local  distributors  get  from 
the  consumei*s. 

Mr.  Bow.  How  about  what  we  get  from  the  local  distributors  ? 

Mr.  WoHL.  We  have,  as  an  aim,  to  turn  over  the  power  from  the 
Hyukyu  Electric  Power  Gorp.  to  the  distributoi*s  at  just  about  the  cost 
in  order  to  bring  down  as  far  as  possible  the  exceedingly  liigh  cost 
of  power  which  we  have  in  Okinawa  because  of  the  fact  that  we  have 
to  run  a POL- fired  system.  The  power  costs  in  Okinawa  rmi  roughly 
twice  those  in  Japan.  In  order  to  carry  out  our  responsibility  in  the 
area  and  attract  the  utmost  in  private  entrepreneur al  money  out  there 
in  order  to  develop  the  economy  and  reduce  the  drain  on  the  United 
States,  we  are  attempting  to  get  the  power  costs  down. 

Mr.  Bow.  What  is  the  population  there  in  excess  of  our  40,000 
American  troops  and  dependents  ? 

Mr.  AVohl.  The  population  on  Okinawa,  the  indigenous  population, 
is  700,000. 

Mr.  Bow.  Will  we  be  furnishing  power  to  all  of  that  population? 

Mr.  WoHL.  We  presently  seiwe  out  of  the  system  64  percent  of  the 
population. 

Mr.  Bow.  On  the  new  system,  what  would  you  serve? 

Mr.  WoHL.  Up  to  about  75  percent. 

POWER  RATES 

Mr.  Bow.  The  local  distributor  would  be  making  a profit  from  the 
resale  of  the  generated  power ; am  I corect  in  that  ? 

Mr.  WoHL.  That  is  correct.  They  are  on  a private  enterprise 
basis  and  they  could  recover  their  costs,  plus  a moderate  return. 

Mr.  Bow.  Is  there  any  control  on  what  the  private  distributors 
can  charge  to  those  people,  other  than  for  the  power  they  sell  ? 

Mr.  WoHL.  I do  not  think  that  there  is  any  such  thing  as  a price 
control  or  a power  commission. 

Mr.  Bow.  Or  a public  utilities  control  ? 

Mr.  WoHL.  Or  a public  utilities  control. 

^Ii\  Bow.  In  other  words,  they  can  set  the  rate  at  whatever  they 
desire  ? 

Mr.  WoHL.  Y es,  but  we  see  to  it  that  the  rate  is  kept  as  low  as 
possible.  We  are  attempting,  as  I say,  to  bring  the  rates  down  by 
bringing  down  the  charge  to  the  power  distributors. 

Mr.  Bow.  How  much  of  tliis  is  high  lines  ? 

Mr.  WoHL.  So  far  as  the  distribution  is  concerned? 

Mr.  Bow.  Yes. 

Mr.  WoHL.  Practically  all  high  lines.  There  is  only  10  miles  of 
underground  line. 

MAIXTEXAXCE 

Mr.  Bow.  What  is  your  maintenance  going  to  be  after  you  have 
constructed  this  line  ? 

Mr.  WoHL.  The  cost  of  maintenance  I cannot  speak  to,  sir.  These 
are  handled  by  the  Army,  which  maintains  the  entire  operation, 
including  the  Machinato  plant,  the  proposed  new  plant,  and  the  diesels 
and  the  barges. 

Mr.  Bow.  Your  maintenance  there  is  considerably  higher,  is  it  not, 
than  stateside? 
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Mv.  W OH  I..  I liave  cliecked  with  the  Engineers  and  they  say  that 
they  consider  tlie  operation  to  be  quite  an  economical  one  and  that 
tlio  ultimate  cost  of  power,  considering  maintenance  and  the  abnor- 
mally high  cost  of  fuel,  which  has  to  brought  in  there,  still  runs  the 
total  (tost  of  power  to  the  military  at  no  higher  than  the  average  they 
pay  stateside. 

Mr.  Bow.  That  does  not  take  into  consideration  the  maintenance 
after  the  plant  is  built  and  in  operation? 

Mr.  WoHL.  That  includes  the  maintenance. 

Mr.  Bow.  You  cannot  give  us  anything  on  maintenance;  is  that 
correct  ? 

Ml'.  AYohl.  I have  no  breakout  figure;  yes,  sir.  I know  that  at  the 
present  time  the  total  operation  costs  in  fiscal  year  1958  were  $4.6 
million,  of  which  $2.5  million  was  for  fuel. 

Mr.  Bow.  The  island  of  Okinawa  was,  and  is,  hard  hit,  practically 
every  year,  by  typhoons.  What  has  happeneci  to  your  powerlines 
in  the  past  in  some  of  these  areas? 

Mr.  WoHL.  They  have  stood  up  pretty  well.  We  built  steel  tower 
high-line  construction  and  I am  told  that  the  main  damage  that  is 
caused  is  from  the  flying  salt  water  in  the  area,  which  brings  about 
a high  rate  of  corrosion.  The  lines  have  stood  up  remarkably  well 

Mr.  Bow.  Climatically,  and  because  of  the  typhoons  your  cost  of 
maintenance  would  be  higher  than  statewide,  would  they  not? 

Mr.  WoHL.  That  is  correct. 

Mr.  Bow.  That  is  all. 

Mr.  Thomas.  Mr.  Jonas? 

COST  OF  NEW  PLANT  PER  KILOWATT 

Mr.  Jonas.  What  will  be  the  cost  of  the  new  plant  per  kilowatt? 

Mr.  WoHL.  $13.5  million  for  40,000  kilowatts,  which  would  run 
about  $90  per  kilowatt. 

Mr.  Jonas.  It  would  be  much  more  than  that,  would  it  not?  About 
$350,  would  it  not  ? 

Mr.  WoHL.  That  is  correct,  sir. 

Mr.  Jonas.  Is  that  not  pretty  high  ? 

Mr.  WoHL.  No,  sir ; these  are  costs  which  were  derived  by  the  Corps 
of  Engineers  and  the  only  thing  that  is  abnormal  is  that  you  haev  to 
get  your  large  items  stateside  and  transport  them  out  there. 

Mr.  Jonas.  How  does  that  compare  with  construction  in  this 
country? 

Mr.  WoHL.  I understand  that  it  is  on  a par. 

Mr.  Jonas.  Plus  only  the  transportation  costs? 

Mr.  WoHL.  That  is  correct. 

Mr.  Jonas.  Did  I understand  you  to  say  that  the  present  power 
system  is  a free  enterprise  oj)erated  system  ? 

Mr.  WoHL.  The  distribution  is  on  a 

Mr.  Jonas.  The  generation  of  the  power  is  by  an  instrumentality 
of  the  Government,  is  it  not  ? 

Mr.  WoHL.  That  is  correct.  The  distribution  to  the  local  economy 
is  by  private  entrepreneurs,  entrepreneur  distributors  who  purchase 
from  the  instrumentality  generating  that  power.  The  generation  is 
all  governmentally  operated.  , ^ 
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FUNDS  TO  BE  DERIVED  FROM  GENERATING  INSTRUMENTALITY 

Mr.  Jonas.  The  $3.5  million  you  propose  to  get,  does  that  come  from 
the  Government  instrumentality  ? 

Mr.  WoHL.  That  comes  from  the  Government  instrumentality. 

Mr.  Jonas.  That  represents  profit? 

Mr.  WoHL.  This  comes  from  the  rental  which  the  corporation  re- 
ceives for  the  Machinate  plant  which  is  leased  to  the  Army  and  is 
run  by  the  Army.  It  is  part  of  the  integrated  system. 

Mr.  Jonas.  Does  that  represent  profits  by  the  system  over  the  course 
of  time  ? 

Mr.  WoHL.  It  represents,  actually,  reserves  of  the  corporation 
which  include  both  the  return  on  the  original  investment  and  their 
depreciation  reserves. 

Mr.  Jonas.  Will  that  absorb  all  of  their  reserves  ? 

Mr.  WoHL.  Essentially. 

Mr.  Jonas.  Ultimately  how  are  these  reserves  disposed  of  ? 

Mr.  WoHL.  The  reserves  are  intended,  of  course,  for  the  deprecia- 
tion and  ultimate  replacement  of  the  initial  plant  which  was  built 
in  1954.  They  are  also  used  for  the  extension  of  the  transmission  sys- 
tem so  as  to  bring  the  power  generated  within  the  system  to  all  areas 
in  the  local  economy.  At  the  present  time  the  transmission  system 
only  rmis  as  far  north  as  Henoko.  It  is  intended  to  extend  it  still 
farther  north. 

USE  OF  INCREASED  CAPACITY 

Mr.  Jonas.  Is  not  the  increase  capacity  you  are  providing  for  here 
dependent  upon  future  congressional  action  to  a large  degree,  future 
military  installations  planned  but  not  yet  authorized  or  appropriated 
for? 

Mr.  WoHL.  This  bold  line  on  this  chart  reflects  only  the  power  re- 
quirements out  of  existing  facilities  and  construction  which  has  al- 
ready been  authorized  and  funded.  Over  and  above  the  bold  line 
shown  at  the  bottom  I have  two  additional  lines  at  considerably 
higher  levels. 

The  second  line  represents  construction  which  has  been  authorized 
but  not  yet  funded.  ' ' 

The  third  represents  where  neither  authorization  nor  funding  has 
yet  been  requested,  but  where  construction  is  programed  under  our 
long-term  plans. 

Mr.  Jonas.  Will  the  new  capacity,  assuming  that  you  get  it  and 
complete  it,  is  it  designed  to  take  care  of  the  upper  line,  the  total  re- 
quirements, or  what  ? 

Mr.  WoHL.  No,  sir;  the  new  capacity  as  shown  would  bring  in 
40,000  kilowatts. 

That  is  scheduled  for  January  1,  1962,  which  would  bring  us  up  to 
this  point  here,  120  megawatts. 

We  consider  that  we  have  an  ultimate  requirement  for  two  addi- 
tional units.  Wliat  is  requested  here  is  a chassis  to  hold  four  units  on 
which  two  units  would  be  initially  installed.  This  would  bring  us 
up  to  this  point  [indicating] . 

However,  this  includes  the  inefficient,  overage  units  in  the  system. 

The  Jacona  and  the  diesels  are  not  calculated  to  be  usable  beyond 
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Janimry  1,  1904,  and  at  that  time  these  are  dropped  out  of  the  system 
and  tlien  you  would  liave  facilities  which  would  take  care  of  our 
re([uireinents,  as  we  see  them,  through  1967. 

Afi-.  r iio.>rAS.  'Diank  you,  gentlemen. 

M r.  How.  Mr.  Chairman,  I have  one  other  question  off  the  record.. 
( I )iscussion  off  the  record.) 

Mr.  Ti  lOMAs.  We  enjoyed  having  you  with  us,  gentlemen. 


Tuesday,  March  3,  1959. 
KAILKOAD  RETIREMENT  BOARD 
Salaries  and  Expenses 

WITNESSES 

HOWARD  W.  HABERMEYER,  CHAIRMAN 
HORACE  W.  HARPER,  LABOR  MEMBER 
THOMAS  M.  HEALY,  MANAGEMENT  MEMBER 

MICHAEL  RUDISIN,  DIRECTOR  OF  BUDGET  AND  FISCAL  OPERA- 
TIONS 

Program  and  financing, 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 

Program  by  activities: 

1.  Maintenance  of  earnings  accounts  _ 

2 Processing  claims  _ _ 

$435, 388 
6,  555,  688 
1,  039,  527 
52,  541 
164,  230 
907,  626 
-21, 008 
-705,  000 

$435, 830 
6,  786, 261 
1, 129,  532 
52,  541 
164, 230 
908,  606 
-21, 008 

$442 
230,  573 
90, 005 

3.  Maintenance  of  beneficiary  rolls.-  . 

4.  Hearings  and  appeals  

5.  Actuarial  services 

6.  Administration  

980 

7.  1958  obligations  for  1959  program _ 

Supplemental  required  for  pay  increases 

Total  obligations  - 

705, 000 

8,  428,  992 
21,  008 

9,  455, 992 
21, 008 

1, 027, 000 

Financing;  1959  appropriation  available  in  1958 

New  obligational  authority 

8,  450,  000 

9,  477, 000 

1, 027, 000 
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Object  classification 


1959 

presently 


1959 


revised 


1959  increase 


available 


estimate 


Total  munber  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  ninnber  of  all  employees 

Numl^r  of  employees  at  end  of  year 


1,423 
27 
1, 327 
1,  382 


1,423 

27 

1,342 

1,382 
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01  Personal  services: 

. Permanent  positions 

Positions  other  than  permanent 
Other  personal  services 


$6,  783, 180 
110,  621 
182,  905 


$6,  861,  480 
110,  621 
286.  875 


$78, 300 
i03,*970 


Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

Penalty  mail  costs 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies — 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 
1958  obligations  for  1959  program 

Total  obligations 


7,  076,  706 
223,  554 
13,  587 
54,  091 
331,000 
501,  971 
61. 269 
156, 158 
118,  720 
122,  344 
47, 056 
442, 365 
3,  683 
2,496 
-705, 000 
-21, 008 


7,  258,  976 
223,  554 
13,  737 
54,  091 
434,600 
508,  571 
62,  019 
171,  088 
118,  720 
131,  544 
47,  056 
446,  865 
3,683 
2,496 


-21, 008 


182, 270 


150 


103,600 
6,600 
750 
14,  930 


9, 200 


4,  500 


705,  000 


8,  428,  992 


9, 455,  992 


1, 027, 000 


Mr.  Thomas.  We  have  with  us  this  afternoon  the  officials  of  the 
Railroad  Retirement  Board. 

Gentlemen,  I have  the  privilege  and  pleasure  of  introducing  to  you 
my  old  hometown  friend,  and  compatriot  of  many  years  standing, 
the  Honorable  Horace  W.  Harper,  the  labor  member  of  this  board, 
from  Houston,  Tex. 

Rice  to  have  you  with  us,  gentlemen. 

Ho  you  have  a statement  ? 

If  you  do,  we  will  be  glad  to  listen  to  you  and  if  you  care  to  later, 
you  may  revise  or  extend  your  remarks. 

Do  it  any  way  you  like. 


GEXERAL  STATEMEXT 

Mr.  Habermeyer.  Mr.  Chainnan  and  members  of  the  committee, 
the  Railroad  Retirement  Board  administers  the  Railroad  Retirement 
Act  and  the  Railroad  Unemployment  Insurance  Act.  One  act  pro- 
vides a retirement  system  for  the  payment  of  annuites  to  railroad 
employees  retiring  because  of  age  or  disability,  annuities  to  wives  and 
dependent  husbands,  and  annuities  and  other  benefits  to  their  sur- 
vivors. The  other  act  provides  an  unemployment  and  sickness  insur- 
ance system  for  paying  unemployment,  sickness,  and  maternity  bene- 
fits to  qualified  railroad  workers,  and  for  placing  unemployment  ben- 
efit claimants  in  jobs. 

In  our  appearance  in  support  of  our  regular  appropriation  request 
for  the  fiscal  year  1959,  we  described  the  composition  of  the  Board 
which  consists  of  a labor  member,  a management  member,  and  the 
ChaiiTuan  who  represents  neither  railroad  management  nor  labor. 
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and  doscribod  briefly  the  general  activities  of  the  Board.  We  ex- 
f)lained  that  the  railroad  retirement  system  is  financed  by  taxes  paid 
in  e(jual  shares  by  railroad  employees  and  railroad  employers  to  cover 
both  the  ])ayment  of  benefits  and  administrative  expenses. 

Our  in-esence  here  today  is  for  the  purpose  of  supporting  a sup- 
plemental appropriation  request  for  the  fiscal  year  1959  of  $1,027,000. 
It  is  thought  appropriate  at  this  time  to  point  out  that  this  request 
is  not  a recjuest  for  an  appropriation  from  general  funds  of  the  Treas- 
ury. Bather  it  is  a request  to  transfer  money  from  one  trust  fund  to 
another,  and,  as  such  will  have  no  effect  on  the  total  amount  of  the 
Federal  budget. 

Idle  supplemental  appropriation  is  required  to  meet  costs  of  in- 
creased pay  rates,  costs  of  increased  postal  rates,  and  costs  of  han- 
dling additional  workloads  created  by  the  1958  amendments  to  the 
Social  Security  Act,  which  were  not  provided  for  in  the  1959  regular 
appropriation.  Actually  the  total  of  these  cost  increases  amounts  to 
$1,168,000,  but  a supplemental  appropriation  in  the  lesser  amount  is 
being  requested  because  we  plan  to  absorb  $41,000  of  the  costs  through 
an  expected  increase  in  efficiency  in  regular  operations.  The  amounts 
attributable  to  each  of  these  new  cost  factors  are  as  follows : 


Cost  of  increases  in  pay  rates $705,  000 

Cost  of  increases  in  postage  rates 98,  000 

Cost  of  handling  additional  workloads  created  by  the  1958  amend- 
ments to  the  Social  Security  Act 365,  000 


Total  cost  increases 1, 168,  000 

Less  savings  in  regular  appropriations  through  expected  increase  in 
efficiency 141,  000 


Net  supplemental  appropriation  requirements 1,  027,  000 


The  Federal  Employees  Salary  Increase  Act  of  1958,  which  in- 
creased salaries  by  10  percent,  and  the  Postal  Policy  Act  of  1958, 
which  increased  our  postage  costs  by  approximately  one-third,  ac- 
count for  $803,000  of  these  added  costs.  The  remaining  cost  in- 
crease arises  from  the  1958  Amendments  to  the  Social  Security  Act, 
which  created  additional  workloads  for  the  Eailroad  Betirement 
Board  in  several  ways. 

The  Bailroad  Betirement  Act  provides  that  the  maximum  amount 
to  be  paid  a wife  eligible  for  benefits  under  our  system  is  the  maxi- 
mum provided  by  the  Social  Security  Act.  Wlien  the  social  security 
maximum  was  increased  by  the  1958  amendments,  it  became  necessary 
to  provide  related  increases  to  80,000  wives  receiving  benefits  under 
the  railroad  retirement  system. 

Our  act  also  guarantees  that  in  no  case  will  a retired  railroad  em- 
ployee or  his  dependents  or  survivors  get  less  than  they  would  have 
received  if  they  had  been  covered  by  the  social  security  system.  The 
new  social  security  rates  made  it  necessary  to  increase  the  benefits  for 
175,000  individuals  on  our  rolls,  mostly  survivor  beneficiaries,  who 
were  being  paid  under  this  minimum  guarantee  formula. 
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It  also  became  necessary  to  review  162,000  cases  of  beneficiaries 
being  paid  under  the  regular  railroad  retirement  formula  to  deter- 
mine whether  benefits  could  be  increased  under  the  guarantee  provi- 
sion. In  these  cases  the  benefit  under  the  regular  formula  was  some- 
what higher  than  would  have  been  provided  under  the  guarantee 
provision  when  the  old  social  security  rates  were  in  effect.  However, 
by  using  the  new  social  security  rates,  benefits  would  be  increased 
under  the  guarantee  provision  for  a limited  number  of  the  bene- 
ficiaries in  this  group. 

In  addition,  it  is  necessary  to  review  59,000  disability  retirement 
cases  as  a result  of  the  amendments.  This  review  is  for  determining 
whether  the  minimum  guarantee  formula  will  produce  higher  benefits 
by  using  the  new  social  security  rates ; taking  into  consideration  the 
family  of  the  disability  annuitant  now  that  the  Social  Security  Act 
provides  benefits  to  family  members  under  certain  conditions;',, and 
establishing  disability  freeze  periods  where  possible  since  such  action 
will  make  either  the  disability  annuitant  or  his  survivors  eligible  for 
increased  benefits  in  many  cases. 

A careful  review  of  the  Board’s  current  budgetary  situation  em- 
phasizes the  need  for  the  amount  of  our  supplemental  request,  in  that 
workloads  of  large  proportions  remain  for  disposition  between  now 
and  the  close  of  the  year. 

Even  in  a normal  year,  the  regular  operations  of  the  Board  are  sub- 
ject to  seasonal  increases  in  the  latter  part  of  the  fiscal  year.  The 
increase  in  the  last  4 months  of  this  fiscal  year  will  be  much  greater 
than  normal  because  of  the  large  backlog  of  regular  claims  work  that 
has  accumulated  and  the  large  amounts  of  nonrecurring  amendment 
work  that  remain  for  processing.  Some  of  the  significant  workload 
increases  in  the  latter  part  of  the  year  are  as  follows : 

1.  Year-end  wage  processes  relating  to  the  establishment  of  wage 
and  service  records  for  all  railroad  employees,  which  start  late  in 
February  and  conclude  early  in  June,  entail  multiple-shift  operations, 
additional  personnel,  and  overtime  work. 

2.  Year-end  policing  of  170,000  beneficiaries,  representing  all  cases 
to  be  policed,  except  disability  cases  which  are  policed  throughout  the 
year  at  the  rate  of  approximately  5,000  cases  a month,  starts  in  March 
and  continues  through  June. 

3.  The  reexamination  of  disability  annuity  cases  including  the  estab- 
lishment of  disability  freeze  periods  is  of  such  formidable  proportions 
that  only  a portion  of  the  work  can  be  handled  by  June  30, 1959. 

4.  In  addition  to  the  seasonal  increase  in  regular  claims  receipts 
that  normally  can  be  expected  in  the  latter  part  of  the  fiscal  year,  there 
is  the  need  to  reduce  backlogs  of  claims  that  have  developed  since  the 
start  of  the  fiscal  year.  The  pending  claims  load  of  16,600  at  the  start 
of  the  fiscal  year  has  increased  to  20,900  at  the  close  of  January. 

It  is  urgent  that  this  work  be  handled  without  delay,  for  the  post- 
ponement of  it  would  adversely  affect  the  immediate  welfare  of  rail- 
road employees,  their  families  or  survivors. 

Mr.  Thomas.  We  are  certainly  delighted  to  have  that  statement. 


37458—59 


■47 


736 


JUSTIFICATION  OF  THE  ESTIMATE 

Let  US  put  in  the  record  pages  2,  7,  8 and  9 of  the  justifications. 
(The  pages  referred  to  follow :) 

Salaries  and  Expenses,  Railroad  Retirement  Board  (Trust  Fund), 

Fiscal  Year  1959 


Request  for  1%  months  from  May  15,  1959^ $1,027,000 

Appropriation  to  date $8,  450,  000 

Ol)liKations  to  Dec.  31,  1958 $4,  580,  535 

Exi>eiiditures  to  Dec.  31,  1958 $3,  798, 317 

Budget  estimate  next  fiscal  year ’ $9,  460,  000 

Employment : 

Average  number,  current  appropriation 1,  327 

Average  number,  involved  this  estimate 15 

Actual  employment  Dec.  31,  1958 1, 314 

Obligations : 

1st  quarter  (actual) $2,256,893 

2d  quarter  (actual) 2,323,642 

3d  quarter  (estimated) 2,481,457 

4th  quarter  (estimated) 2,394,000 


Total  actual  and  estimated  obligations 9, 455, 992 

Current  appropriation  available $8,  450,  000 

1959  program  obligated  in  1958 —21,  008 

Net  amount  available 8,  428,  992 


Estimated  supplemental  required $1, 027,  OOO 


1 Represents  date  present  appropriations  are  anticipated  to  be  fully  obligated. 

These  justifications  cover  a supplemental  appropriation  request  of  $1,027,000 
for  salaries  and  expenses.  Railroad  Retirement  Board  (trust  fund)  for  the 
fiscal  year  1959.  Subsequent  to  the  transmittal  to  the  Congress  of  the  estimates 
for  the  1959  appropriation,  the  Congress  enacted  legislation  amending  the  Social 
Security  Act,  increasing  the  pay  of  Federal  employees,  and  increasing  postal 
rates.  The  Social  Security  Act  amendments  created  an  emergency  involving 
the  immediate  welfare  of  individuals  to  whom  benefits  are  required  to  be  paid 
in  accordance  with  formulas  prescribed  by  law.  The  increase  in  pay  for  Federal 
employees  and  in  postal  rates  requires  expenditures  which  are  also  beyond  ad- 
ministrative control.  Although  total  costs  resulting  from  these  various  enact- 
ments amount  to  $1,168,000,  we  are  requesting  a supplemental  appropriation 
of  only  $1,027,000  because  we  plan  to  absorb  $141,000  of  the  costs  through  savings 
in  the  regular  appropriation  resulting  from  increased  efficiency.  We  expect  to 
achieve  these  savings  even  though  regular  workloads  are  at  levels  higher  than 
those  on  which  the  appropriation  was  based. 

The  supplemental  appropriation  request  covers  the  following  increases  in 
costs. 

1.  Cost  of  handling  additonal  workloads  created  by  1958  amendments 


to  the  Social  Security  Act : 

Adjustment  of  maximum  spouse  benefits  and  overall  minimum 

benefits $49,  559 

Manual  examination  of  retirement,  spouse,  and  survivor  cases 

for  possible  application  of  overall  minimum 121,  400 

Manual  examination  of  disability  cases  for  possible  applica- 
tion of  overall  minimum 178,  559 

Effect  on  regular  administrative  operations 15, 500 


Subtotal 365,  000 

2.  Cost  of  increases  in  pay  rates  resulting  from  the  Federal  Em- 
ployees Salary  Increase  Act  of  1958 705,  009 
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3.  Cost  of  increased  postal  rates  resulting  from  the  Postal  Policy 

Act  of  1958 98, 000 

Total  supplemental  appropriation  requirements 1, 168,  000 

Lfess  savings  in  regular  appropriations  through  improved  efficiency 141,  000 

Net  supplemental  appropriation  requirements 1, 027,  000 

1.  Cost  of  social  security  amendment  work 


The  1958  amendments  to  the  Social  Security  Act  created  additional  workloads 
for  the  Railroad  Retirement  Board  because  the  maximum  si>ouse  benefit  under 
the  Railroad  Retirement  Act  may  not  exceed  the  maximum  wife’s  benefit  under 
the  Social  Security  Act,  and  because  the  Railroad  Retirement  Act  guarantees 
that  in  no  case  will  a retired  employee  or  his  dependents  or  survivors  get  less 
than  they  would  have  received  if  his  railroad  service  had  been  covered  by  the 
Social  Security  Act.  Since  the  1958  amendments  to  the  Social  Security  Act 
increased  benefits  and  changed  the  conditions  under  which  benefits  are  paid 
under  that  Act,  it  was  necessary  to  review  and  adjust  the  payments  in  force 
under  the  Railroad  Retirement  Act. 

Changes  made  by  the  1958  amendments  to  the  Social  Security  Act  included 
increases  in  benefit  rates  and  provided  for  the  first  time  for  benefits  for  the 
dependents  of  disabled  workers  who  are  receiving  disability  benefits.  The  amend- 
ments also  removed  the  restriction  on  the  receipt  of  disability  benefits  where 
the  disabled  worker  is  receiving  certain  other  disability  payments ; they  ex- 
tended to  June  30,  1961,  the  deadline  for  retroactive  filing  of  disability  freeze 
applications;  they  provided  for  payment  of  benefits  retroactively  for  as  many 
as  12  months  before  the  disability  freeze  application  is  filed ; they  made  less 
restrictive  the  insured  status  requirements  for  disability  freeze  purposes  in 
that  a currently  insured  status  is  no  longer  required ; they  provided  that  wages 
up  to  $4,800  annually  are  creditable  beginning  with  the  1959  calendar  year ; and 
they  provided  other  changes  such  as  in  the  circumstances  under  which  benefits 
are  payable.  The  amendments  are  effective  on  enactment  or  on  specified  dates, 
with  benefit  increases  generally  becoming  effective  January  1,  1959. 

The  major  workloads  created  by  the  1958  social  security  amendments  include 
adjustment  as  of  January  1,  1959,  of  benefit  amounts  being  paid  under  the 
overall  minimum  or  as  maximum  spouse  annuities  to  255,000  beneficiaries  on  the 
rolls,  the  manual  examination  of  221,000  retirement,  spouse,  disability,  and 
survivor  cases  for  possible  increases,  and  where  appropriate  recertifying  such 
cases  to  put  increased  payments  into  effect.  These  workloads  and  the  provisions 
for  handling  them  are  described  in  the  following  subsections. 

Adjustment  of  maximum  spouse  benefits  and  overall  minimum  l)enefits. — The 
amendments  to  the  Social  Security  Act  provide  a general  increase  in  benefits 
effective  January  1,  1959.  Under  the  guarantee  provision  of  the  Railroad  Retire- 
ment Act,  benefits  being  paid  under  the  overall  minimum  in  175,000  cases  must  be 
increased  in  line  with  social  security  increases  on  January  1,  1959.  Also,  since 
a spouse  annuity  under  the  Railroad  Retirement  Act  is  limited  to  one-half  her 
husband’s  retirement  annuity  or  the  maximum  wife’s  benefit  payable  under  the 
Social  Security  Act,  whichever  is  less,  some  80,000  spouse  annuities  being  paid 
under  the  maximum  wife’s  benefit  limitation  must  be  increased  as  of  January  1, 
1959,  in  line  with  the  increase  in  the  maximum  wife’s  benefit  under  the  Social 
Security  Act. 

The  requirements  of  the  various  bureaus  and  offices  involved  in  making  these 
adjustments  of  payments  in  force  are  as  follows : 


Estimate,  1959 

Man-years 

Amoimt 

Office  of  Budget  and  Fiscal  Operations 

3.9 

2.0 

.4 

1.1 

$21,  lOO 
8, 800 
3,  750 
15,900 

Office  of  Supply  and  Service..* 

Office  of  Director  of  Research 

Bureau  of  Wage  and  Service  Records 

Total! 

7.4 

49,  550 
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The  3.9  man-years  required  by  the  Office  of  Budget  and  Fiscal  Operations 
cover  the  i)reparation  and  verification  in  the  integrated  disbursing  installation 
of  new  addressograph  plates  for  255,000  cases  in  payment  status  to  reflect  the 
incr(‘as(‘(l  rates  payal)le  in  January  1959  and  to  establish  and  verify  new  control 
risjords.  The  allowance  also  provides  for  the  use  of  the  checkwriting  facilities 
in  addressing  and  releasing  questionnaires  required  in  developing  information 
on  which  to  adjust  benefit  payments,  and  in  releasing  explanatory  information  to 
beneficiaries  as  adjustments  are  reflected  in  their  benefit  checks. 

The  2 man-years  provided  for  the  Office  of  Supply  and  Service  cover  the  han- 
dling of  claims  files  required  in  the  adjustment  operation  and  the  insertion  in 
claim  folders  of  cards  reflecting  the  new  benefit  rates.  ' 

The  0.4  man-year  provided  for  the  Office  of  Director  of  Research  cover  pre- 
paratory work  in  connection  with  the  use  of  card  files  of  that  Office  in  identify- 
ing the  cases  to  be  adjusted. 

The  1.1  man-years  provided  for  the  Bureau  of  Wage  and  Service  Records  cover 
the  machine  work  involved  in  reproducing  working  cards  from  research  files, 
identifying  and  listing  cases  to  be  adjusted,  computing  adjustments,  establish- 
ing machine  control  records,  collating  new  control  pay  cards  established  from 
new  addressograph  plates  of  the  Office  of  Budget  and  Fiscal  Operations  against 
control  cards,  preparing  informational  cards  for  insertion  in  claim  folders  for 
the  cases  adjusted,  and  related  machine  work. 

Mr.  Thomas.  May  I summarize  briefly  ? 

You  are  looking  for  an  estimated  deficiency  of  $1,027,000  to  be  de- 
rived from  the  railroad  retirement  fund.  In  truth  and  in  fact,  this 
is  a lifting  of  certain  limitations  to  the  extent ; is  it  not  % 

Mr.  Habermeyer.  Yes,  sir. 

Mr.  Thomas.  This  item  of  $1,027,000  is  made  up  principally  of 
two  items.  You  have  the  pay  increase  here  in  the  amount  of  $705,000 
and  then  you  have  your  mail  increase  at  $98,000. 

T^at  is  this  item  of  $365,000  ? 

Mr.  Habermeyer.  Those  are  increased  costs  caused  by  the  amend- 
ment of  the  Social  Security  Act. 

Mr.  Thomas.  Give  us  a breakdown  of  the  $365,000  and  give  me  the 
green  sheets  for  that. 

Manual  examination  of  retirement  and  so  forth.  Break  it  down  in 
terms  of  employment.  What  page  is  that  on  in  your  green  sheets  ? Is 
it  an  increase  of  15  regular  jobs  ? 

Mr.  Rudisin.  We  propose  to  have  15  jobs  filled  that  are  now  vacant. 

Mr.  Thomas.  Your  increase  in  workload  is  covered  by  $365,000? 
Your  increase  in  pay  is  $705,000  and  then  your  increase  in  mail  is 
$98,000. 

That  gives  you  a total  of  $1,168,000  and  you  are  making  a saving 
of  $141,000. 

Then  your  increase  in  15  jobs  costs  you  what  ? 

Mr.  Rudisin.  We  propose  to  fill  15  jobs  we  would  otherwise  not 
have  filled.  In  addition  we  propose  to  work  some  overtime.  Our 
overtime  plus  the  filling  of  15  jobs  accounts  for  the  $365,000.  Our 
workload  is  of  such  proportion  that  we  cannot  handle  it  with  the 
regular  employees,  so  we  will  have  to  resort  to  overtime  because  there 
is  a matter  of  using  experienced  claims  examiners.  We  could  not  hope 
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to  recruit  and  train  claims  examiners  in  sufficient  time  to  dispose  of 
much  of  this  work. 

Mr.  Thomas.  Wlien  was  this  act  passed,  last  year?  Was  it  last 
July  ? 

Mr.  Habermeyer.  September,  I believe. 

Mr.  Thomas.  Became  effective  when?  I believe  it  passed  at  the 
very  end  of  the  session  and  you  did  not  have  an  opportunity  to  work 
with  it. 

Percentagewise,  how  much  did  it  increase  the  workload  over  your 
present  workload? 

Mr.  Etjdisin'.  This  workload  that  the  amendments  of  the  act  cre- 
ated is  of  a different  type  than  what  we  normally  have.  We  do  have 
regular  applications  for  retirement,  but  the  Social  Security  Act  makes 
it  necessary  for  us  to  increase  the  benefit  rates  for  80,000  wives  of 
beneficiaries  on  our  rolls.  It  made  it  necessary  for  us  also  to  increase 
the  benefits  for  another  175,000  beneficiaries. 

Mr.  Thomas.  It  is  generally  estimated  that  under  the  Old-Age  and 
Survivors  Insurance  Bureau  that  those  changes  increased  the  work- 
load 20  percent. 

Mr.  Habermeyer.  It  would  be  to  a lesser  extent  for  us. 

Mr.  Thomas.  How  much  less  ? 

Mr.  Habermeyer.  Between  5 and  10  percent. 

Mr.  Thomas.  It  is  quite  sizable  ? 

Mr.  Habermeyer.  Yes. 

Mr.  Thomas.  What  was  the  total  cost  of  your  pay  act  increase, 
$705,000? 

Mr.  Eudisin.  Yes,  sir. 

Mr.  Thomas.  You  absorbed  $145,000  out  of  “Other  objects”? 

Mr.  Eudisin.  Yes. 

Mr.  Harper.  Mr.  Chairman,  may  I say  this:  I have  said  tliis  so 
often  it  is  becoming  trite,  but  this  money  comes  out  of  the  trust  fund 
and  it  does  not  represent  any  change  in  the  general  funds  of  the 
Treasury  at  all.  I want  to  give  emphasis  to  the  fact  that  while  we 
do  not  object  to  surveillance,  we  like  it  and  we  think  it  is  good  and 
wholesome,  but  we  do  have  our  own  savings  because  we  are  saving 
our  own  money.  Our  board  being  constituted  as  it  is,  representative 
of  management  and  labor,  represents  both  impartially.  It  is  our  job 
to  do  this  as  efficiently  as  we  can  and  I say  that  for  the  record  so  that  ‘ 
yoii  will  know  that  we  are  saving  our  own  money  on  this, 

Mr.  Thomas.  Thank  you,  gentlemen. 

Mr.  Jonas.  One  question,  Mr.  Chairman. 

How  much  money  is  in  the  trust  fund  ? 

Mr.  Habermeyer.  $3,600  million. 

Mr.  Jonas.  In  both  funds? 

Mr.  Habermeyer.  No;  in  the  railroad  retirement  trust  fund. 

Mr.  Thomas.  Thank  you,  gentlemen. 
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Salaries  and  Expenses 


Program  and  financing 


1959 

presently 

available 


1959 

revised 

estimate 


1959  Increase 


Program  by  activities: 

1.  Improving  State  labor  legislation... 

2.  Improving  conditions  of  migratory  workers 

3.  Reducing  industrial  accidents 

4.  Protecting  young  workers  and  advancing  their  employ- 

ment opportunities 

5.  Promoting  employment  of  the  physically  handicapped.  . 

6.  Registration  of  labor  union  data 

7.  Registration  and  disclosure  of  welfare  and  pension  plan 

data 

8.  Executive  direction  and  management  services 

9.  1959  program  obligated  in  1958.. 

Supplemental  required  for  pay  increases 


$178, 900 

64. 100 
412,300 

93,300 
214, 700 

30. 100 


94, 600 
-6, 148 
-84,000 


$178, 900 

64.100 
652,300 

93, 300 
214, 700 

30.100 


450, 000 
94, 600 
-6, 148 


$240,000 


450,000 


84,000 


Total  obligations 

Financing: 

1959  appropriation  available  in  1958... 

New  obligational  authority 

New  obligational  authority: 

Appropriation. 

Proposed  supplemental  appropriation. 


997,852 


1, 771,852 


6, 148 
1, 004, 000 


6, 148 
1, 778,000 


1, 004, 000 


1,004,000 
774, 000 


774,000 


774,000 


774,000 
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Object  classification 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 

Total  number  of  permanent  positions 

110 

271 

161 

Full-time  equivalent  of  all  other  positions 

2 

27 

25 

Average  number  of  all  employees 

109 

167 

58 

Number  of  employees  at  end  of  year 

109 

375 

266 

01  Personal  services: 

Permanent  positions 

$723,  600 
9,000 
2, 900 

$1, 092, 200 
110, 900 
6, 600 

$368, 600 

Positions  other  than  permanent 

101, 900 
3,700 

Other  personal  services 

Total  personal  services  

735, 500 
61, 800 
6,800 
23,400 

1, 209, 700 
82, 800 

7.300 

46. 100 
9,900 

179, 600 

3. 300 
67, 200 
39,  700 
59, 300 

70. 100 
3, 000 

-6, 148 

474,  200 
21, 000 

02  Travel 

03  Transportation  of  things 

'500 

04  Communication  services 

22,  700 
9, 900 
93, 600 
1,200 
49, 900 
20, 200 
53,  500 
24, 800 
2,500 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

86, 000 
2, 100 

17. 300 
19,  500 

5,800 

45. 300 
500 

07  Other  contractual  services 

Services  performed  by  other  agencies 

08  Supplies  and  materials  

09  Equipment 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

1958  obligations  for  1959  program 

-6, 148 

Total  obligations.  

997, 852 

1, 771,852 

774,000 

Mr.  Thomas.  Gentlemen,  we  have  with  us  this  afternoon  the  De- 
partment of  Labor,  Bureau  of  Labor  Standards. 

You  do  us  a great  honor,  gentlemen.  Does  anybody  want  to  talk 
to  us  ? Do  you  have  a little  statement  here  ? 

Mr.  Dodson".  Mr.  Bortz  will  be  the  principal  witness,  Mr.  Chairman. 

Mr.  Thomas.  Tell  us  what  you  have  on  your  mind. 

General  Statement 

Mr.  Bortz.  Thank  you  very  much,  Mr.  Chairman  and  members  of 
the  committee. 

I have  a brief  prepared  statement  which  I will  leave  for  the  recoid, 
if  it  pleases  you. 

Mr.  Thomas.  Put  it  in  the  record  and  then  tell  us  what  is  in  it,  will 
you? 

(The  statement  follows :) 

The  supplemental  budget  of  $774,000  submitted  for  your  consideration  requests 
funds  for  two  operating  programs  and  for  pay  increases  under  Public  I^aw 
85-^62. 

REDUCING  INDUSTRIAL  ACCIDENTS 

One  request,  for  $240,000,  is  made  to  implement  section  41  of  the  Long- 
shoremen’s and  Harbor  Workers’  Compensation  Act,  as  amended,  which  author- 
izes the  Secretary  of  Labor  to  formulate  and  enforce  safety  regulations  reason- 
ably necessary  to  protect  the  life,  health,  and  safety  of  such  employees.  Amended 
section  41  of  this  act  requires  every  employer  covered  by  the  act  to  furnish  and 
maintain  employment  and  places  of  employment  which  shall  be  reasonably  safe 
for  his  employees.  Covered  employers  are  principally  those  engaged  in  the 
stevedoring  and  ship-repair  industries. 

The  Secretary,  in  enforcing  and  administering  the  provisions  of  this  section, 
is  authorized  to  make  studies  and  investigations  with  respect  to  safety  pro- 
visions ; to  make  recommendations  to  Congress  as  to  the  best  means  of  prevent- 
ing such  injuries ; to  utilize  the  service  of  any  agency  of  the  United  States,  or 
any  State  agency;  to  promote  uniformity  in  safety  standards  in  employments 
covered  by  this  act  through  cooperative  action  with  any  Federal  or  State  agency ; 
and  to  provide  programs  for  the  education  and  training  of  employers  and  em- 
ployees in  safe  practices  and  safe  working  conditions  in  these  industries.  The 
Secretary  has  assigned  these  responsibilities  to  the  Bureau  of  Labor  Standards. 
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''I'lio  scnj)o  of  tlie  oni  ploy  merit  covered  by  this  act  includes  some  220,000  workers 
in  s!>  iH)rts  fhrouKhout  the  United  States,  Alaska,  and  Hawaii.  Longshoring 
nctivitios  cover  approximately  00,000  workers  employed  by  some  500  companies 
in  tlics(‘  sp  pr)rfs.  Shipbuilding  and  ship-repair  activities  cover  about  130,000 
worK'(*rs  employed  by  about  750  companies.  The  injury-frequency  rate  (number 
of  disabling  injurio.s  per  million  man-hours  worked)  for  longshoring  operations 
is  currently  about  8.S.  The  injury-frequency  rate  for  manufacturing  in  1957  was 
only  1 1 .4. 

I’he  Bureau  has  developed  a tentative  ship-repair  code,  after  consultation 
will)  inl('rested  management  and  labor  representatives,  insurance  companies, 
St.'ite  otficials,  the  U.S.  Coast  Guard,  and  other  Government  and  private  agencies, 
wbicb  is  being  circulated  for  comment  before  formal  hearings  are  held  prior 
to  the  code’s  adojition.  A stevedore  code  is  expected  to  be  ready  in  March. 
Lik(‘  the  ship-repair  code,  it  will  be  discussed  with  interested  persons  and 
agencies — first  in  informal  discussions  and  then  in  formal  hearings. 

These  codes  have  been  developed  by  the  small  staff  which  the  Bureau  has  had 
assigned  to  do  promotional  and  educational  work  in  this  area  for  several  years. 
Now  that  the  initial  phase  of  this  work  is  nearing  completion,  we  need  to  estab- 
lish a field  staff  at  the  earliest  possible  time  to  bring  effective  forces  to  bear 
on  the  problems  and  to  attempt  to  achieve  a significant  breakthrough  in  lowering 
the  injury-frequency  rates  in  these  industries,  which  have  the  highest  rates  of  all 
indnstrios  in  the  United  States  today.  The  work  on  the  informal  discussions 
and  formal  hearings  on  the  proposed  codes,  the  formulation  of  related  regula- 
tions, material,  and  procedures  development  for  promotional,  training,  and  in- 
vestigatory activities  requires  added  staff.  Likewise,  the  promulgation  of  the 
cofies  and  regulations,  the  implementation  and  application  of  the  procedures, 
snecial  studies  with  respect  to  safety  problems  to  improve  the  work  of  this  func- 
tion and  to  report  and  make  recommendations  to  Congress,  calls  for  a consider- 
able increase  in  personal  services  and  other  costs.  This  program  has  been 
planned  to  permit  an  orderly  assimilation  of  new  personnel  and  a gradual 
buildup  of  onerations  beginning  in  the  third  quarter  of  the  current  fiscal  year  or 
as  soon  as  funds  are  available.  It  is  contemplated  that  complete  staffing  and 
full-scale  operation  will  be  effected  by  the  end  of  the  fiscal  yearl 

Th's  request  involves  a total  of  71  new  positions,  including  staff  for  field 
offices  covering  the  major  geographic  areas  of.  port  activity  and  17  major  ports. 
The  17  ports  selected  are  on  the  basis  of  percentages  of  disabling  injuries  and 
together  represent  the  locations  of  88  percent  of  such  injuries  in  the  last 
reno’-ted  vear. 

The  field  staff  will  consist  largely  of  qualified  safety  consultants  who  will  be 
seiectpd  and  assigned  to  the  17  major  ports  where  the  88  percent  of  all  disabling 
injuries  to  ship  repairmen  and  longshoremen  occur.  This  staff  will  be  required 
to  exercise  sevf^ral  functions  in  administering  the  act.  Safety  inspections  will 
be  made  of  loading  and  unloading  operation  aboard  vessels  docked  at  the  various 
U.S.  ports  and  of  operations  at  ship-repair  installations.  Promotional  contacts 
will  be  made  with  officials  of  stevedoring  and  ship-repair  companies  to  encour- 
age the  sei^ting  up  of  safety  programs  within  their  organizations.  Safety  train- 
ing will  be  providf^d  for  employers  and  employees.  Safety  promotional,  educa- 
tional, and  technical  publications  and  materials  will  be  developed  for  control 
of  general  and  specific  hazards  and  safety  problems. 

EEGISTRATION  AND  DISCLOSURE  OF  WELFARE  AND  PENSION  PLAN  DATA 

The  second  request  for  funds,  in  the  amount  of  $450,000,  provides  for  estab- 
lishment of  a new  division  in  the  Bureau  to  perform  functions  newly  assigned 
by  the  Secretary  under  the  Welfare  and  Pension  Plans  Disclosure  Act.  This 
law  requires  the  Administrator  of  each  welfare  or  pension  benefit  plan  subject 
to  the  act’s  reporting  requirements  to  publish  and  make  available  a description 
of  the  T)lan  and  an  annual  report.  Two  copies  of  each  renort  must  also  be  filed 
with  the  Secretary,  who  must  make  such  reports  available  for  examination  in 
a nublic  documents  room.  The  law  also  requires  the  Secretary  to  prepare  and 
make  available  for  use  by  plan  Administrators,  forms  for  the  plan  descriptions 
and  tTia  annual  renorts.  Estimates  of  the  number  of  plans  vary  from  250.000 
to  1.250,000,  but  this  estimate  has  been  prepared  on  the  basis  of  the  smaller 
number. 

The  law  requires  plan  administrators  to  publish  and  file  with  the  Secretary 
the  required  dpscriutions  of  the  plans  not  later  than  April  1,  1959,  for  plans 
already  established  as  of  January  1,  1959.  Therefore  much  planning  and  work 
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has  already  had  to  be  done  in  order  that  forms  would  be  available  to  plan  admin- 
istrators, and  to  have  personnel,  space,  equipment,  procedures,  and  other  facili- 
ties ready  to  receive  and  begin  to  process  the  estimated  minimum  of  250,000 
filings  which  are  due  by  April  1.  The  resultant  cost  of  this  has  been  financed  by 
accelerated  obligation  of  existing  funds,  by  virtue  of  a deficiency  apportionment 
.approved  by  the  Bureau  of  the  Budget  and  reported  by  that  agency  to  the 
Congress  in  accordance  with  law. 

Forms  for  use  by  plan  administrators  were  developed  after  consultation  with 
management,  labor,  and  representatives  of  the  six  States  having  similar  legisla- 
tion. Form  D-1 : Description  of  Plan,  was  received  from  the  printer  in  December, 
and  about  450,000  pamphlets  containing  reporting  forms  and  instructions  have 
been  distributed.  Form  D-2  : Annual  Report,  which  must  be  filed  within  120  days 
after  the  close  of  each  plan’s  calendar,  fiscal,  or  policy  year,  became  available  for 
distribution  late  in  February. 

In  addition  to  the  development  and  distribution  of  the  forms,  the  Bureau  will 
(1)  receive,  identify,  and  file  a minimum  of  250,000  plan  descriptions  and  a simi- 
lar number  of  annual  reports,  together  with  attachments;  (2)  maintain  a public 
documents  room,  where  material  filed  may  be  inspected;  (3)  answer  inquiries 
concerning  the  law’s  applicability;  and  (4)  make  a preliminary  tabulation  of 
information  received  for  administrative  purposes  and  for  reports  which  may 
be  requested  by  Congress. 

This  request  involves  a total  of  90  permanent  positions,  augmented  by  provi- 
sion for  temporary  employment  during  peak  wmrkload  periods,  and  the  usual  re- 
lated nonlabor  costs.  The  staff  necessary  for  this  operation  will  be  largely  of  a 
clerical  nature  suited  to  the  volume  processing  and  filing  operation  which  will 
comprise  a major  share  of  the  new  functions.  Administrative,  management, 
technical,  and  supporting  staff  make  up  only  11  of  the  90  positions.  Employment 
of  the  maximum  number  of  persons  is  contemplated  by  April  1, 1959. 

PAY  INCREASES 

This  estimate  also  includes  $84,000  for  pay  increases  under  Public  Law  85-462 
for  the  Bureau’s  current  appropriation — $70,900  for  the  Bureau  of  Labor  Stand- 
ards and  $13,100  for  the  President’s  Committee  on  Employment  of  the  Physically 
Handicapped. 

Mr.  Bortz.  I will  be  delighted  to  summarize  it  briefly,  Mr.  Chair- 
man. 

We  are  appearing  with  the  request  for  $774,000  for  the  present 
fiscal  year,  which  is  made  up  of  three  separate  items. 

Two  hundred  and  forty  thousand  dollars  for  reducing  industrial 
accidents  in  longshore  and  ship-repairing  activities  under  Federal 
jurisdiction;  $450,000  to  administer  the  Welfare  and  Pension  Plans 
Disclosure  Act;  and  a smaller  item  of  $84,000  for  pay  increases  for 
the  current  fiscal  year. 

Mr.  Chairman,  each  of  these  requests  arise  out  of  legislation  which 
the  85th  Congress  enacted  and  which  the  Labor  Department  was 
authorized  to  administer. 

In  two  of  the  three  requests ; namely,  the  Welfare  and  Pension  Plans 
Disclosure  Act 

Mr.  Thomas.  That  is  new  legislation  ? 

Mr.  Bortz.  That  is  new  legislation ; yes,  sir.  That  act  and  the  em- 
ployee pay  increase  bill  have  made  it  necessary,  because  of  the  re- 
sponsibilities placed  on  us,  to  expend  some  funds  to  carry  on  current 
operations. 

In  the  third  instance,  namely,  the  funds  requested  to  administer 
safety  codes  in  longshoring  and  ship  repair,  we  have  not  added  any 
staff  for  this  new  operation  as  yet,  but,  as  you  will  have  noted,  there 
is  a request. 

Mr.  Thomas.  You  have  three  items  there:  reduce  industrial  acci- 
dents, $240,000 ; registration  and  disclosure  of  welfare  and  pension  plan 
data,  $450,000 ; pay  act,  $84,000. 
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That  gives  you  a total  of  $774,000;  those  are  the  three  items? 

Mr.  Hortz.  Yes,  sir. 

Mr.  Tiio^eas.  Are  they  firm  items  or  can  they  be  reduced  or  added 
to  ? AVliat  is  the  situation  ? 

Mr.  Bortz.  The  situation  is  that  the  larger  item,  on  “Pension  and 
welfare  disclosure,”  the  law  became  effective  on  January  1,  and  the 
$450,000  is  necessary  to  meet  this  year’s  responsibilities. 

Mr.  T iiOMAS.  You  have  two  new  acts? 

Mr.  Bortz.  The  longshore  amendments  to  the  Longshore  and 
Harbor  IVorkers  Act  is  new  legislation,  also. 

lu  connection  with  the  “Longshore  and  ship  repair”  item,  the  estab- 
lishment of  safety  standards  for  these  two  industries,  the  Secretary 
of  Labor,  as  I indicated  in  my  statement,  has  certain  specific  responsi- 
bilities and  obligations  to  perform;  primarily,  the  development  of 
safety  codes  for  the  protection  of  workers  in  these  two  industries  that 
are  under  Federal  jurisdiction. 

!Mr.  Chairman,  we  have  proceeded  with  the  initial  drafting  of  codes 
so  that  we  could  get  the  codes  out  for  comment  to  the  interested 
parties,  employers,  and  union  people. 

Mr.  Thomas.  May  I interrupt  you  just  a minute  ? 

NEW  POSITIONS  REQUESTED 

Mr.  Thomas.  You  are  looking  for  an  increase  of  266  positions  with 
your  $774,000  at  a total  cost  of  personal  services  at  $474,200;  is  that 
correct? 

Mr.  Bortz.  I believe  that  is  correct. 

Mr.  Thomas.  How  are  you  going  to  break  down  your  266  jobs? 
Where  are  you  going  to  put  them  and  what  are  they  going  to  do  ? 

Mr.  Bortz.  There  are  90  permanent  positions  provided  for  in  the 
“Welfare  disclosure”  and  71  positions  in  the  “Longshore  and  ship 
repair  activities.” 

Mr.  Thomas.  How  many  ? 

Mr.  Bortz.  Seventy-one  in  the  “Longshore  and  ship  repair  safety 
codes”  and  90  in  the  “Pension”  item. 

Mr.  Thomas.  That  is  161,  and  then  what  are  you  going  to  do  with 
the  other  55  or  60  ? 

Mr.  Bortz.  The  remainder  are  temporary  positions  to  meet  our 
peak  loads  in  the  welfare  and  pension  disclosure  administration. 
They  are  not  permanent  positions. 

We  have  a situation  where  the  law  requires  every  administrator  to 
report  by  not  later  than  April  1,  so  that  we  have  an  anticipated  work- 
load that  may  range  from  a minimum  of  approximately  250,000  up 
to  500,000  or  more. 

Mr.  Thomas.  You  have  about  55  or  60  jobs  there  to  play  on,  do  you 
not? 

Mr.  Bortz.  We  have,  in  the  sense  of  temporary  employment.  That 
would  be  for  relatively  short  periods  of  time. 

Mr.  Thomas.  Do  you  think  the  figure  ought  to  be  reduced  here  by 
about  25  or  30  percent  on  your  employment  ? 

Mr.  Bortz.  For  the  welfare  and  pension,  sir  ? 

Mr.  Thomas.  Your  general  increase  here  of  total  employment  under 
the  supplemental,  instead  of  having  266  jobs,  you  could  get  by  with 
200,  could  you  not  ? 
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Mr.  Bortz.  I am  afraid  that  that  would  throw  over  on  our  work- 
load for  fiscal  year  1960  quite  a number  of  the  welfare  and  pension 
reports  that  are  coming  in  this  spring. 

Mr.  Thomas.  You  think  that  you  need  those  temporary  employees? 

Mr.  Bortz.  That  is  our  current  thinking,  Mr.  Chairman. 

Mr.  Dodson.  Mr.  Chairman,  I think  the  first  question  you  asked  is 
directed  more  toward  the  staffing  of  the  longshore  and  harbor  workers 
activity.  When  we  originally  prepared  our  estimate  we  had  a staffing 
schedule  that  called  for  people  to  be  coming  on  about  the  end  of  Feb- 
ruary. Our  revised  staffing  schedule  now  calls  for  people  coming  on 
the  1st  of  April. 

There  is  some  little  leeway  in  the  estimate  for  longshore  and  harbor 
workers. 

Mr.  Bortz.  If  that  was  the  direction  of  your  question,  Mr.  Chair- 
man, as  Mr.  Dodson  pointed  out,  our  estimates  on  the  maritime  safety 
program  were  developed  early  in  the  winter — and  we  know  your  com- 
mittee is  busy  with  all  of  the  requests  that  you  have — and  it  probably 
would  be  hazarding  an  estimate  in  the  sense  that  in  a month  from  now 
or  so  that  money  would  be  available 

JUSTIFICATION  DATA 

Mr.  Thomas.  Let  us  put  pages  13  and  14  in  the  record. 

Go  ahead. 

(The  pages  follow :) 


Odligutions  ty  ol)jects 


1959  enacted 
appropriation 

Revised 

estimate 

Change 

Total  nnTnbpi*  positions  _ . . . 

110 

271 

■fl61 

-1-58 

nnmhfir  of  ftll  pmplnyp.fts,  , „ .... . 

109 

167 

01  Personal  services — 

02  Travel  _ . 

$735, 500 
61,800 
6,800 
23, 400 

$1, 209, 700 
82, 800 
7, 300 

46. 100 
9, 900 

179, 600 
70,  500 
39,  700 
59, 300 

70. 100 
3, 000 

-i-$474, 200 
+21,000 
+500 
+22,  700 
+9, 900 
+93, 600 
+51, 100 
+20, 200 
+53,  500 
+24, 800 
+2,  500 

03  Transportation  of  things 

04  noTTiTTmnination  services 

05  "Rents  a.nri  utility  services  - 

06  Printing  and  reproduction 

86, 000 
19,400 
19,  500 

07  Other  contractual  services  

08  Supplies  and  inaterials,  . . 

no  Equipment  . _ __  

5;  800 

45,  300 
500 

il  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Total  obligations 

1, 004, 000 

1, 778,000 

+774,000 

Summary  of  changes 

Enacted  appropriation $1,  004,  000 

Revised  estimate 1,  778,  000 


Summary  of  changes 

Enacted  appropriation $1,  004,  000 

Revised  estimate 1,  778,  000 


Supplemental  estimate 774,  000 


Mandatory  items : Pay  increases  under  Public  Law  85-462 84,  000 

Program  increase  items  (new  or  expanded)  : 


To  provide  staff  for  expanded  safety  activities  under  amend- 
ments to  sec.  41  of  the  Longshoremen’s  and  Harbor  Workers’ 
Compensation  Act  (Public  Law  85-742)  (71  positions,  $134,- 

000;  nonlabor,  $106,000) 240,000 

To  provide  staff  for  receiving,  identifying,  examining,  processing, 
tabulating,  receipting,  and  filing  a minimum  of  250,000  plan 
descriptions  under  the  Welfare  and  Pension  Plans  Disclosure 
Act  (Public  Law  85-836)  (90  positions,  $264,000;  nonlabor, 

$185,000) 


450,  000 
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Mr.  lioHTz.  Our  staffing  plan,  as  Mr.  Dodson  indicated,  will  have 
to  be  moved  back  although  we  still  feel  we  should  staff  this  program 
so  that  wo  will  be  fully  operating  by  the  end  of  the  fiscal  year. 

PAY  INCREASES 

Af  r.  T I roMAS.  What  was  your  total  personnel  Pay  Act  cost  ? 

Mr.  Bortz.  $84,000. 

Afr.  Thomas.  You  were  not  able  to  absorb  any  of  that  ? 

Mr.  Bortz.  No,  sir.  We  had  these  two  new  programs  assigned  to 
us. 

Mr.  Thomas.  Mr.  Rooney  ? 

IMI’LEZUENTATION  OE  SECTION  41  OF  THE  LONGSHOREMEN  AND  HARBOR 

WORKERS  ACT 

Mr.  Rooney.  With  regard  to  the  first  of  these  three  items,  $240,000 
for  implementation  of  section  41  of  the  Longshoremen  and  Harbor 
Workers  Act,  it  is  the  fact  that  the  people  engaged  in  these  occupa- 
tions are  in  the  most  hazardous  occupations  in  the  United  States,  are 
they  not? 

Mr.  Bortz.  That  is  correct. 

FREQUENCY  OF  ACCIDENTS 

Mr.  Rooney.  Do  you  have  figures  with  regard  to  the  frequency  of 
accidents  in  connection  with  longshoremen  and  shipyard  workers  ? 

Mr.  Bortz.  Yes,  sir. 

In  the  case  of  the  longshore  industry,  the  latest  data  which  the  De- 
partment of  Labor  has  on  frequency  rates  indicates  a frequency  rate 
of  approximately  88  as  contrasted  with  the  frequency  rate  for  all  manu- 
facturing industries  combined  of  11.4. 

In  that  particular  year  the  accident  rate  in  stevedoring  was  almost 
eight  times  that  in  manufacturing. 

Mr.  Rooney.  Is  this  the  first  time  it  has  been  proposed  that  some- 
thing be  done  about  this  and  make  an  investigation  with  regard  to  pro- 
moting safety  in  these  fields  ? 

Mr.  Bortz.  No,  sir ; it  is  not. 

My  recollection  is  that  back  in  1951  or  1952  Congress  considered  leg- 
islation but  it  was  not  enacted  at  that  time.  Then  there  were  extensive 
hearings  last  year  and  Congress  did  enact  amendments  to  section  41. 

Mr.  Rooney.  Will  you  tell  us  briefly  what  you  propose  to  do  under 
this  program  and  section  41  ? 

Mr.  Bortz.  I would  be  very  glad  to. 

Under  the  law  which  Congress  adopted  last  year,  the  Secretary  of 
Labor  is  authorized,  first,  to  prepare  and  promulgate  safety  codes  for 
the  protection  of  workers  and  employers  in  the  longshore  and  ship 
repair  industry.  This  requires  two  separate  codes  because  the  type  of 
work  is  quite  different  in  handling  cargo  on  the  docks  and  repair  of 
ships. 
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In  addition  to  that,  the  Secretary  is  authorized  to  make  investiga- 
tions of  accidents  and  studies  of  high  hazard  localities  to  see  what  can 
be  done  to  reduce  the  frequency  of  accidents.  The  Congress  felt  that 
there  was  much  merit  in  a program  consulting  with  employers  and 
educating  workers  in  safety  practices  and  training  them  in  good  safety 
practices. 

Mr.  Rooney.  This  will  all  eventually  lead,  one  would  expect,  to 
legislation  which  would  bring  down  this  terrific  frequency  in  acci- 
dents in  this  field ; is  that  right  ? ^ , 

Mr.  Bortz.  Certainly,  I am  sure  that  that  was  the  intent  of  Con- 
gress and  is  our  intent  to  see  if  we  can  accomplish  that.  It  may  take 
several  years  but  we  are  hopeful  that  once  our  program  is  underway 
we  can  contribute  to  a reduction  of  the  accident  rate  here. 

CONSULTANTS 

Mr.  Rooney.  In  the  instant  budget  mention  is  made  of  your  hiring 
safety  consultants.  Where  would  you  get  them  ? 

Mr.  Bortz.  We  use  the  term  “consultant”  in  a fairly  broad  sense, 
in  a \yay  to  distinguish  it  from  strictly  an  inspector-type  of  job.  By 
safety  consultant  or  safety  engineer  we  are  thinking  of  someone  who 
not  only  is  equipped  to  make  a routine  inspection  of  the  stevedoring 
operation  or  ship  repair  work,  but  someone  who  is  in  a position  to 
technically  advise  the  employer  and  to  work  with  the  labor  organiza- 
tions. For  example,  in  educational  or  safety  training  courses,  so 
that  the  broader  aspects  of  safety  prevention  will  be  accomplished. 

Mr.  Rooney.  How  many  of  them  would  be  provided  in  the  instant 
budget? 

Mr.  Bortz.  We  have  them  set  up  in  terms  of  the  GS-12  and  GS-11 
grades;  about  31  in  the  operating  areas.  It  would  be  around  30  or 
31  positions.  ^ 

grades  of  new  positions  requested 

Mr.  Rooney.  Is  there  contained  in  the  justifications  a schedule  show- 
ing the  grades  and  amounts  ? 

Mr.  Bortz.  Yes,  sir. 

Mr.  Rooney.  The  new  employees  you  propose  ? 

Mr.  Bortz.  Yes,  sir. 

Mr.  Rooney.  Wfiat  page  ? 

Mr.  Bortz.  Page  24  of  the  budget  contains  a breakdown  of  the 
personal  services  for  our  requested  increase  of  $240,000  for  the  mari- 
time program.  ' 

Mr.  Rooney.  Mr.  Chairman,  I ask  that  page  24  of  the  justifications 
be  inserted  at  this  poin  in  the  record. 

Mr.  Thomas.  Yes,  and  page  23  along  with  it. 

Mr.  Rooney.  Very  well. 
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(The  pages  referred  to  follow :) 


Proposed  staffing  pattern 


QS  grade— 

Total 

15 

14 

13 

12 

11 

7 

6 

5 

4 

3 

Departmental 

1 

2 

3 

3 

1 

1 

5 

4 

20 

Field: 

Area  I: 

New  York 

1 

1 

6 

1 

2 

1 

11 

3 

Boston 

1 

1 

1 

Philadelphia.. 

1 

1 

1 

3 

Chicago 

1 

1 

1 

3 

Cleveland 

1 

(0 

1 

1 

Area  II: 

Baltimore.. 

1 

1 

1 

1 

5 

Norfolk, 

1 

0) 

(0 

(0 

1 

1 

Jacksonville 

1 

1 

Savannah 

1 

1 

Area  III: 

New  Orleans 

1 

1 

1 

1 

5 

Mobile 

1 

(0 

1 

1 

Galveston.. 

1 

1 

3 

Houston 

2 

1 

3 

Area  IV: 

San  Francisco 

1 

1 

1 

1 

1 

5 

Los  Angeles 

1 

(0 

1 

1 

Seattle 

1 

1 

3 

Portland 

1 

(0 

1 

Total,  field 

4 

12 

19 

4 

11 

1 

61 

Grand  total 

1 

6 

3 

15 

19 

1 

1 

9 

15 

1 

71 

Number 


Amount 


Personal  services: 

QS-15  Safety  engineer 

QS-14  Safety  engineer 

QS-14  Area  supervisor 

GS-13  Code  development  and  training  specialist 

QS-13  Information  specialist 

QS-12  Technical  writer ..J 

QS-12  Statistician 

QS-12  Safety  inspector 

QS-11  Safety  inspector 

GS-7  Management  services  assistant 

QS-6  Editorial  clerk 

QS-5  Statistical  clerk 

QS-5  Secretary 

GS-4  Stenographer 

QS-3  Clerk 

Total  permanent— 

Deduct  lapses 

Net  permanent—- 

Part-time  employment 

Regular '.pay  above  '5^week  base - 

AH  personal  services— — 


1 

$12,771 

2 

22, 714 

4 

45, 428 

2 

19, 802 

1 

9, 901 

2 

16,682 

1 

8, 341 

12 

100, 092 

19 

133, 570 

1 

4,992 

1 

4,493 

1 

4, 056 

8 

32,448 

15 

66, 476 

1 

3, 496 

71 

475,260 

49 

344, 060 

22 

131,200 

1,000 

1,800 

134,000 


Nonlabor  costs: 


Travel 


20,000 


Transportation  of  things 


200 


Communication  services 

Rents  and  utility  services 

Printing  and  reproduction 

Other  contractual  services 

Supplies  and  materials 

Equipment 

Grants,  subsidies,  and  contributions. 

Total  nonlabor  costs 

Total  obligations 


6,000 
9,900 
18, 000 
23,700 
4,000 
16,  600 
8,700 


106,000 


240,000 


4 


1 Part-time  employment. 


749 


Mr.  Bortz.  If  I may,  I would  like  to  say  that  page  23  indicates  the 
areas  where  we  will  have  our  safety  people  stationed  to  operate  the 
program. 

Mr.  Rooney.  That  is  all  at  this  time. 

Mr.  Jonas.  This  is  not  your  first  experience  in  the  area  of  reduc- 
ing industrial  accidents,  is  it  ? You  have  been  engaged  in  that  opera- 
tion for  some  time,  have  you  not  ? 

Mr.  Bortz.  Yes,  sir.  The  Bureau  of  Labor  Standards,  historically 
has,  as  one  of  its  major  concerns,  the  reduction  of  industrial  injuries 
and  occupational  injuries. 

Mr.  Jonas.  Is  there  anything  fundamentally  different  in  this  pro- 
gram than  in  the  programs  you  have  heretofore  followed  that  would 
require  a complete  new  staff  ? 

Mr.  Bortz.  Yes,  sir;  two  things. 

One,  heretofore  our  responsibilities  have  been  of  a voluntary  char- 
acter in  assisting  primarily  State  labor  departments  and  State  safety 
people  in  undertaking  safety  programs;  two,  we  have  not  operated 
under  specific  legislation  authorizing  safety  codes  and  the  enforce- 
ment of  safety  codes. 

This  is  an  extension  of  our  present  work  by  specific  legislation  in  a 
specific  area. 

Mr.  Jonas.  You  had  $412,300  available  for  this  program  in  your 
regular  bill  and  you  are  asking  in  this  particular  item  to  increase  that 
by  $240,000 ; is  that  correct  ? 

Mr.  Bortz.  Yes,  sir.  In  our  regular  safety  program  we  also  are 
charged  with  assisting  Federal  agencies  and  the  Federal  Government 
in  the  encouragement  of  safer  work  practices  in  the  Federal  agencies. 

FREQUENCY  OF  ACCIDENTS 

Mr.  Jonas.  What  is  the  incidence  of  accidents  in  this  field  ? It  has 
been  stated  here  today  that  the  rate  of  frequency  of  accidents  is  much 
greater  in  this  area  than  in  any  other  industrial  area  in  our  country. 

Mr.  Bortz.  Yes,  sir. 

Mr.  Jonas.  That  is  not  definite  enough  for  me.  What  is  the  rate  of 
accidents  ? 

Mr.  Bortz.  Let  me  explain  it  this  way : There  are  statistics  main- 
tained by  companies  and  by  the  Department  of  Labor  in  terms  of 
the  frequency  of  accidents,  disabling  injuries  to  workers  per  1 million 
man-hours  of  employment.  For  every  1 million  man-hours  of  employ- 
ment in  the  manufacturing  industries,  11.4  workers  were  injured ; that 
is,  a disabling  injury,  and  by  contrast  in  stevedoring  operations,  88 
workers  were  injured  for  each  million  man-hours  worked  in  that 
industry. 

^ You  have  other  high  hazard  industries  but  none  recently  has  had  as 
high  a rate  as  stevedoring.  Logging  has  traditionally  been  a high 
hazard  industry. 

Mr.  Jonas.  What  principal  type  of  accidents  occur  in  the  longshore 
activities?  I cannot  understand  why  it  would  be  so  hazardous. 

Mr.  Bortz.  The  accidents  breakdown  in  several  broad  categories. 
There  are  some  accidents  which  occur  through  faults  in  machinery, 
breakage  of  a cable  or  winch,  something  attributable  to  the  machinery. 
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There  is  another  substantial  group  of  accidents  that  arise  from 
falling  objects,  such  as  a cargo  box  or  packing  box  dropping  on  the  leg 
of  a worker,  or  something  of  that  sort. 

Then  there  is  another  category  which  I think  in  safety  language  is 
called  slips  and  falls,  where  the  worker,  because  of  possibly  an  uneven 
w()i-Uing  surface,  or  if  he  is  loading  aboard  ship,  may  be  due  to  the 
listing  or  shifting  of  the  boat,  or  for  some  other  reason,  slips  and 
talk  and  injures  himself.  You  have  categories  of  that  sort. 

Mr.  Jonas.  What  are  you  asking  for  in  your  next  year’s  budget 
for  this  activity? 

Mr.  Bortz.  a total  of  $657,000. 

Mr.  Jonas.  That  is  all. 

Mr.  Thomas.  Thank  you  very  much,  gentleman. 


Tuesday,  March  3, 1959. 
Bureau  of  Employment  Security 

WITNESSES 

ROBERT  C.  GOODWIN,  DIRECTOR 

WILLIAM  A.  MURPHY,  CHIEF,  DIVISION  OF  FEDERAL  UNEMPLOY- 
MENT INSURANCE  PROGRAMS 

EUGENE  LOVE,  CHIEF,  DIVISION  OF  BUDGETS  AND  FISCAL  OPERA- 
TIONS 

HERBERT  A.  MEYER,  CHIEF,  BRANCH  OF  ESTIMATES  AND  EXPENDI- 
TURES 

JAMES  E.  DODSON,  ADMINISTRATIVE  ASSISTANT  SECRETARY,  DE- 
PARTMENT OF  LABOR 

V.  S.  HUDSON,  DEPUTY  ADMINISTRATIVE  ASSISTANT  SECRETARY, 
DEPARTMENT  OF  LABOR 

Unemployment  Compensation  for  Veterans  and  Federal 

Employees 


Program  and.  financing. 


i 

1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de- 
crease (— ) • 

Program  by  activities: 

1.  Unemployment  compensation  payments  for  Federal 
employees  ____  __  

$64,100,000 

$63, 000, 000 

55. 000.  000 

44. 000.  000 

r 

-$1,  IQO,  000 
+55, 000,  000 
-12,700,000 

2.  Unemployment  compensation  payments  for  ex'-service- 
nien  - --  - 

3.  Unemployment  compensation  payments  for  Korean 
veterans  _ - - - ^ ■ 

56,  700,'  000 

Total  obligations.  _ . _ 

Financing: 

Appropriation  available  from  subsequent  year.. 
Appropriation  available  from  prior  year...  . 

New  obligational  authority. ..  

120,  800, 000 

-9,  246, 932 
9,  246,  932 

162, 000,  000 

-9,  246,  932 
9,  246, 932 

+41,200, 000 

120,800,000 

162, 000,  000 

+41,  200, 000 

OBJECT  OLASSIFICATION 

11  Grants,  subsidies,  and  contributions . 

120,  800, 000 

162, 000, 000 

+41, 200,  o:o 
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Mr.  Thomas.  The  next  item  for  the  consideration  of  the  committee 
is  the  request  by  the  Bureau  of  Employment  Security. 

We  are  glad  to  have  with  us  at  this  time  Mr.  Robert  C.  Goodwin, 
Director. 

Mr.  Goodwin,  will  you  please  give  us  a little  help  in  connection 
with  this  request?  You  have  two  items  which  are  listed.  Do  you 
have  a general  statement  which  you  would  like  to  make  at  this  time  ? 

Mr.  Goodwin.  Mr.  Chairman,  we  have  a statement  on  the  two  ap- 
propriations that  are  asked  here ; one  on  salaries  and  expenses  and  one 
on  benefit  payments. 

Mr.  Goodwin.  Mr.  Chairman,  we  are  requesting  an  additional  $41,- 
200,000  for  Federal  unemployment  compensation  payments  in  1959. 
The  Congress  initially  appropriated  $120,800,000  for  payments  to 
Korean  veterans  and  Federal  employees.  Subsequently,  it  made  these 
funds  available  for  payments  to  ex-servicemen  also.  With  the  amount 
now  requested,  a total  of  $162  million  will  be  available  for  1959. 

These  unemployment  compensation  payments  are  made  through  the 
State  employment  security  agencies  under  agreements  with  the  Secre- 
tary of  Labor.  Eligibility  of  ex-servicemen  and  Federal  employees 
for  benefits  and  the  amount  of  benefits  due  are  determined  generally 
by  applying  the  State  unemployment  insurance  laws.  However,  the 
maximum  benefit  amount  of  $26  for  a full  week  of  unemployment 
and  the  maximum  number  of  weeks  for  which  benefits  can  be  paid  to 
Korean  veterans  are  fixed  by  F ederal  law. 

In  the  first  7 months  of  1959  it  is  estimated  that  $80,706,000  was 
paid  out  through  the  State  employment  security  agencies  to  workers 
eligible  for  these  Federal  unemployment  benefits.  We  estimate  that 
$81,294,000  will  be  spent  for  these  purposes  in  the  5-month  period 
February- June,  1959.  An  average  expenditure  of  $16.3  million  per 
month  is  expected  for  the  last  5 months  of  this  year  as  compared  to 
the  experienced  average  of  $11.5  million  per  month  for  the  first  7 
months. 

The  increase  in  the  monthly  average  of  benefit  payments  is  the 
result  of  the  operation  of  the  program  for  ex-servicemen  during  all  of 
the  5 remaining  months,  in  contrast  to  the  earlier  period  where  pay- 
ments were  made  in  only  3 of  the  7 months.  Payments  under  that 
program  began  in  November  of  1958. 

It  is  expected  that  a total  of  $55  million  will  be  needed  for  unem- 
ployment payments  to  ex-servicemen  for  the  8 months  of  1959  in  which 
this  program  is  in  operation.  However,  of  the  $55  million  only 
$41,200,000  additional  is  being  requested  because  of  anticipated  savings 
of  $13,800,000  in  the  programs  for  Korean  veterans  and  Federal  em- 
ployees. 

The  estimate  of  $162  million  for  all  three  programs  is  our  best  esti- 
mate at  this  time.  The  committee  should  be  aware  that  we  have  only 
the  first  3 months  of  experience  with  the  new  program  for  unemploy- 
ment compensation  for  ex-servicemen  to  use  as  a basis  for  making  esti- 
mates. This  limited  experience  makes  estimating  the  total  amount  of 
funds  needed  difficult.  F urther  experience  may  indicate  the  necessity 
for  a revision  in  the  estimate. 
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Tho  $41,200,000  requested  will  be  needed  for  obligation  purposes  by 
March  15,1959. 

Mr.  T iio^FAS.  You  are  requesting  $41,200,000  for  compensation  bene- 
fits for  veterans  and  Federal  employees. 

M 1*.  Goodwin.  Ten  additional  positions. 

JUSTIFICATION  OF  THE  ESTIMATE 

Afr.  Ti  lOAiAS.  At  this  point  in  the  record  we  shall  insert  pages  5,  6, 
12,  and  17  of  the  justifications. 

( Tlie  pages  referred  to  follow : ) 

Summary  of  changes 


Enacted  appropriation $120,  800,  000 

Revised  estimates  for  fiscal  year  1959 162,  000,000 


Change +41,200,000 

Unemployment  compensation  for  Korean  veterans —12,  700,  000 


Improved  economic  conditions  in  1959  are  expected  to  reduce  by 
about  16,600  the  number  of  new  claims  filed  by  unemployed  Ko- 
rean veterans,  and  to  reduce  slightly  the  average  number  of  weeks 
of  unemployment  claimed.  In  addition,  about  16,100  Korean  vet- 
erans are  expected  to  file  claims  under  the  new  ex-servicemen’s 
program  instead  of  the  Korean  veterans’  program.  The  percent- 
age of  weeks  compensated  has  been  reduced  from  95  to  92  percent 
based  on  1958  experience. 

Unemployment  compensation  for  Federal  employees —1, 100,  000 

Based  on  1958  experience  the  estimate  of  initial  claims  has  been 
decreased  from  210,000  to  202,000,  and  the  percentage  of  weeks 
compensated  has  been  raised  from  92,5  to  94.5  percent. 

Unemployment  compensation  payments  to  ex-servicemen  under 
the  new  program  enacted  on  August  28,  1958  (Public  Law  85- 
848) +55,000,000 


Net  change +41,  200,  000 

Revised  Budget  Request  for  Unemployment  Compensation  foe  Veterans 

AND  Federal  Employees 

GENERAL  STATEMENT 

Public  Law  848  of  the  85th  Congress,  approved  August  28,  1958,  amended 
title  XV  of  the  Social  Security  Act.  This  law  provided  for  a new  permanent 
program  of  unemployment  compensation  for  ex-servicemen  similar  to  the  cur- 
rent program  of  unemployment  compensation  for  civilian  employees  of  the  Fed- 
eral Government.  To  provide  initial  funds  for  the  • new  progranj,  ^app^^ 
tions  already  enacted  for  the  current  fiscal  year  for  unemployment  compensation 
for  veterans  and  unemployment  compensation  for  Federal  employees  were 
merged  into  a single  appropriation  account  by  an  amendment  to  the  Independent 
OflSces  Appropriation  Act  (Public  Law  844,  85th  Cong.,  approved  August  28, 
1958).  This  amendment  provided  for  the  use  of  available  funds  to  finance  the 
new  program  until  the  Congress  could  act  on  a supplemental  request. 

For  1959  the  Congress  appropriated  $56.7  million  for  the  unemployment  com- 
pensation for  veterans  program  and  $64.1  million  for  the  unemployment  com- 
pensation for  Federal  employees  program  for  a total  of  $120.8  million.  Based 
on  recent  experience,  it  is  now  estimated  that  only  $44  million  will  be  required 
for  the  unemployment  compensation  for  veterans  benefits  and  $63  million  for  the 
unemployment  compensation  for  Federal  employees  benefits,  a reduction  of 
$13.8  million  which  is  available  for  the  new  program. 

It  is  estimated  that  $55  million  will  be  required  to  pay  benefits  under  the 
new  program.  However,  since  $13.8  million  is  available  from  currently  appro- 
priated funds  only  $41.2  million  in  additional  funds  is  needed  for  1959. 
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Under  the  new  program  benefits  are  paid  eligible  ex-servicemen  on  the  basis 
of  cash  and  equivalent  wages  earned  while  serving  in  the  Armed  Forces  in 
accordance  with  the  terms  and  conditions  of  the  applicable  State  unemploy- 
ment insurance  law.  These  benefits  are  paid  by  State  employment  security 
agencies  under  agreement  with  the  Secretary  of  Labor. 

Ex-servicemen  who  entered  the  Armed  Forces  after  January  31,  1955  (also 
those  with  earlier  service  whose  latest  separation  from  active  duty  occurs  after 
October  27,  1958)  are  eligible  for  benefits  if  they  meet  the  requirements  of  the 
applicable  State  unemployment  insurance  law.  The  law  also  specifies  that 
the  ex-serviceman  must  have  served  for  at  least  90  continuous  days  and  be 
separated  for  reasons  other  than  for  bad  conduct  or  under  conditions  other 
than  dishonorable  in  order  to  be  eligible  for  unemployment  compensation. 

Ex-servicemen  whose  periods  of  service  include  service  covered  by  the  unem- 
ployment compensation  provisions  of  the  Veterans’  Readjustment  Assistance 
Act  of  1952  (periods  of  service  entered  into  prior  to  February  1,  1955)  but  are 
separated  after  October  27,  1958  are  eligible  for  unemployment  compensation 
under  the  new  program  of  unemployment  compensation  for  ex-servicemen. 
However,  ex-servicemen  who  were  separated  prior  to  October  28,  1958,  and 
who  were  eligible  and  filed  a claim  for  unemployment  compensation  under  the 
provisions  of  the  Veterans’  Readjustment  Assistance  Act  of  1952  will  continue 
to  draw  benefits  under  that  law. 

This  program  is  administered  in  substantially  the  same  manner  as  the  unem- 
ployment compensation  program  for  Federal  civilian  employees.  The  latter 
program  is  also  administered  by  the  States  under  agreements  with  the  Federal 
Government.  A claim  by  an  ex-serviceman  is  processed  under  the  unemploy- 
ment insurance  law  of  the  State  in  which  he  first  files  his  claim  after  his  most 
recent  release  from  active  service.  The  amount  of  wages  ui>on  which  an  ex- 
serviceman’s  benefits  are  computed,  are  determined  by  the  State  from  schedules 
issued  by  the  Secretary  of  Labor  specifying  the  remuneration  for  each  pay  grade. 
Such  wages  refiect  representative  amounts  for  appropriate  elements  of  military 
pay  whether  in  cash  or  in  kind.  Duplication  of  benefits  is  prevented  by  the  law 
by  prohibiting  payments  for  any  period  covered  by  mustering-out  pay  or  other 
terminal-leave  payments,  or  by  an  education,  training  or  subsistence  allowance. 


Activity  2.  Estimate  of  unemployment  compensation  for  ex-servicemen  benefit  costs 

for  fiscal  year  1959 


' 

Fiscal  year 
1959 

Remarks 

1,  Estimated  number  of  new 
claims  filed  by  peacetime 
and  Korean  veterans. 

236, 000 

See  p.  13, 

2.  Estimated  average  number 
of  weeks  claimed  by  each 
claimant. 

8.6 

Based  on  fiscal  year  1958  experience  of  14.9  weeks  in  the 
Korean  veterans’  program,  adjusted  for  (1)  lack  of  usual 
carryover  of  claims  from  previous  year  because  ex-service- 
men’s  program  is  new,  (2)  program  in  effect  for  only  8 
months  in  fiscal  year  1959,  (3)  average  waiting  period  of 
1 week,  (4)  shorter  duration  under  State  unemployment 
insurance  laws,  (5)  change  in  the  State  insured  unem- 
ployment rate  from  5.5  percent  in  1958  to  b.4  percent  in 
1959. 

3.  Estimated  number  of  weeks 
claimed. 

2, 030, 000 

Line  1 X line  2. 

4.  Estimated  percent  of  claims 
that  will  be  compensated. 

90 

Based  on  fiscal  year  1958  State  imemployment  insurance 
experience  of  87.1  percent  adjusted  because  ex-servicemen 
generally  are  not  subject  to  disqualification  for  reasons 
associated  with  termination  of  employment. 

5.  Estimated  total  number  of 
weeks  that  will  be  com- 
pensated. 

1, 827,  000 

Line  3 X line  4. 

6.  Esfiinaated  weekly  benefit 
rate. 

$30 

Based  on  1958  experience  in  the  unemployment  compensa- 
tion for  Federal  employees  program. 

7.  Estimated  total  benefits, 
rounded. 

$55, 000, 000 

Line  5 X line  6. 
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Activity  3.  Revised  estimate  of  unemployment  compensation  for  Korean  veterans  for 

fiscal  year  1959 


Previous, 
fiscal  year 
1959  esti- 
mate 

Revised, 
fiscal  year 
1959  esti- 
mate 

Difference 

Remarks 

1.  K St  1 mated  new 
cluLrnants. 

167, 400 

134, 700 

-32, 700 

See  p.  18. 

2.  Estimated  num- 
ber of  weeks 
claimed  by  each 
claimant. 

15.5 

15.4 

-.1 

Based  on  1958  experience  of  14.9  weeks 
adjusted  to  reflect  expected  change 
in  economic  conditions.  Previous 
estimate  based  on  State  insured  un^ 
employment  rate  of  7.3  percent  in 
1959;  the  rate  is  now^^estimated  at 
6.4  percent. 

3.  Estimated  num- 
ber of  weeks 
claimed. 

2, 593, 900 

2, 074, 000 

-519, 900 

Line  1 X line  2. 

4.  Estimated  per- 
cent of  claims 
that  will  be 
compensated. 

95 

92 

-3 

Based  on  1958  experience.  See  table 
on  p.  19. 

6.  Estimated  total 
number  of 
weeks  that  will 
be  compen- 
sated. 

2, 464, 200 

1, 908, 000 

-556, 200 

Line  3 X line  4. 

6.  Estimated  weekly 
benefit  rate. 

$23 

$23 

Based  on  1958  experience.  See  table 
on  p.  20. 

7.  Estimated  total 
benefits. 

$56,  700, 000 

$44, 000, 000 

-$12,  700, 000 

Line  5 X line  6. 

!Mr.  Thomas.  This  is  a cash  item  you  are  seeking.  It  is  not  a lim- 
itation. Is  that  correct  ? 

Mr.  Goodwin.  That  is  right. 

Mr.  Thomas.  The  Congress  has  not  yet  appropriated  funds  specifi- 
cally for  this  purpose  ? 

Mr.  Goodwin.  Yes,  sir. 

MERGER  OF  UNEMPLOYMENT  COMPENSATION  FOR  VETERANS  AND  FEDERAL 

EMPLOYEES  APPROPRIATIONS 

Mr.  Thomas.  In  order  to  provide  interim  financing  for  these  addi- 
tional benefit  costs,  the  Congress  in  the  Independent  Offices  Appro- 
priation Act  of  1959  provided  for  the  merger  of  the  appropriations  for 
unemployment  compensation  for  veterans  and  unemployment  com- 
pensation for  Federal  employees.  The  additional  funds  are  needed 
for  unemployment  compensation  payments  to  unemployed  ex-service- 
men. 

What  is  the  rate  and  for  what  period  of  time  does  it  cover  under 
the  new  act? 

Mr.  Goodwin.  Well,  this  covers  the  period  of  time  from  November 
until  the  end  of  the  fiscal  year.  The  Congress  passed  this  law  last 
August,  and  then  they  merged  the  “Unemployment  compensation  for 
veterans”  appropriation  and  the  “Unemployment  compensation  for 
Federal  employees”  appropriation. 

We  have  been  meeting  the  cost  of  unemployment  compensation  for 
ex-servicemen  out  of  that  joint  appropriation  since  it  started. 

Mr.  Thomas.  What  about  the  Korean  veterans?  Where  has  that 
been  coming  from  ? 

Mr.  Goodavin.  That  was  appropriated 

Mr.  Thomas.  Is  that  entitlement  exhausted  now  ? 

Mr.  Goodwin.  No,  sir.  It  was  merged.  The  picture  is  this,  Mr. 
Chairman : We  had  a total  of  $56,700,000  in  the  unemployment  com- 
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pensation  for  veterans  appropriation  and  we  had  $64,100,000  for  un- 
employment compensation  for  Federal  employees.  Those  two  appro- 
priations were  merged  by  the  Congress  last  summer.  They  gave  us 
a total  of  $120,800,000. 

Mr.  Thomas.  $120,800,000 ; is  that  correct? 

Mr.  GooDwm.  Yes,  sir. 

Mr.  Thomas.  I note  you  set  that  out  on  page  5 of  the  justifications 
which  we  have  previously  inserted  into  the  record. 

You  may  proceed. 

Mr.  Goodwin.  We  have  estimated  that  we  can  get  through  the  year 
with  slightly  lower  amounts  for  both  the  unemployment  compensa- 
tion for  veterans  and  Federal  employees  programs.  We  have  esti- 
mated that  instead  of  $56,700,000  we  can  get  by  on  $44  million  for  un- 
employment compensation  for  veterans.  For  unemployment  com- 
pensation for  Federal  employees,  instead  of  $64,100,000,  we  can 
get  by  on  $63  million.  That  gives  us  a savings  in  those  two  programs 
of  $1^8  million.  Our  estimates  on  the  amount  of  money  that  we  will 
need  in  the  unemployment  compensation  for  ex-servicemen — the  new 
program — is  $55  million.  If  we  take  $13.8  million  away  from  that, 
it  leaves  $41.2  million  which  is  what  we  are  requesting. 

Mr.  Thomas.  That  checks  out  all  right,  then ; does  it  not  ? 

Mr.  Goodwin.  Yes,  sir. 

PAYMENTS  MADE  ACCORDING  TO  STATE  LAW 

Mr.  Thomas.  The  law  provides  for  a new  permanent  program  of  un- 
employment compensation  for  ex-servicemen  similar  to  the  current 
program  for  unemployment  compensation  for  civilian  employees  of 
the  Federal  Government. 

This  is  for  how  many  weeks,  and  at  what  rate  ? 

Mr.  Goodwin.  In  both  cases  it  follows  the  State  law.  The  benefit 
payments  that  are  made  are  paid  according  to  the  provisions  of  the 
State  law. 

Mr.  Thomas.  In  other  words,  the  States  call  the  signals  ? 

Mr.  Goodwin.  Yes,  sir ; the  State  laws  control. 

Mr.  Thomas.  The  State  laws  are  controlling  in  both  the  amounts 
and  in  the  number  of  weeks  ? 

Mr.  Goodwin.  Amount,  duration,  disqualification,  and  so  forth. 
The  features  of  the  State  law  control. 

Now,  there  is  one  exception  to  that,  and  that  is  the  unemployment 
compensation  for  veterans  which  was  passed  by  the  Congress  in  1952. 
In  that  program  the  Congress  provided  a uniform  payment  of  $26 
per  week  for  not  to  exceed  26  weeks.  That  program  is  rapidly  expir- 
ing, and  will  go  out  of  existence  entirely  next  January  31,  and  will  be 
replaced  with  the  unemployment  compensation  program  for  ex-service- 
men. 

Mr.  Thomas.  And  then  that  will  be  relegated  back  to  the  States? 

Mr.  Goodwin.  Well,  these  people  are  really  backed  up  by  unemploy- 
ment compensation  for  ex-servicemen,  the  program  that  was  passed  by 
the  Congress  last  August. 

Mr.  Thomas.  How  do  you  arrive  at  your  figure  here  of  $41.2  mil- 
lion? You  have  just  gone  through  that,  and  explained  it  a while 
ago.  These  figures  were  estimated  some  time,  I presume,  in  October 
or  November;  were  they  not? 
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ACCURACY  OF  SUPPLEMENTAL  ESTIMATE 


When  did  you  make  vour  calculations? 

>fr.  Goodwin.  No ; these  were  made  in  December. 

Mr.  Thomas.  Has  anything  happened  in  the  last  30  or  60  days 
which  causes  you  to  cast  any  doubt  on  the  validity  of  your  figure  of 
$41.2  million  ? 

Mr.  Goodwin.  No;  we  think  that  that  figure  is  still  a good  figure,. 
Mr.  Chairman. 

Mr,  Thomas.  It  is  a good  figure? 

Mr.  Goodwin.  Yes,  sir;  there  may  be  some  fluctuations  as  between 
these  programs,  but  we  have  just  gone  over  the  figures  very  carefully 
and  our  conclusion  is  that  in  total  we  will  come  out  about  the  same 
as  we  have  estimated. 


Salaries  and  Expenses 


Program  and  financing 


Program  by  activities: 

1.  Veterans’  placement  service. 

2.  Farm  placement  service.. 

3.  Collection  and  interpretation  of  labor  market  informa- 

tion  

4.  Assistance  in  maintaining  public  employment  services.. 

5.  Unemployment  insurance  service 

6.  Field  guidance,  financing,  and  auditing  of  State  opera- 

tions  

7.  Executive  direction  and  management. 

8.  Central  administrative  services 

Supplemental  required  for  pay  increases 

Total  obligations.. 

Financing:  Appropriation 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 

$1, 246, 400 

278. 600 

807, 900 

928. 600 
958, 000 

2, 269, 000 
230, 400 
377,100 
-577, 000 

$1, 246, 400 

278. 600 

815. 600 

928. 600 
1,003, 800 

2,  269, 000 
230, 400 
377, 100 

$7,700 

45,800 

577,000 

6,  519, 000 
6,  519, 000 

7, 149,  500 
7, 149,  500 

630, 500 
630,500 

Ohject  classification 


Total  number  of  permanent  positions 

Average  number  of  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positi'^ns  other  than  permanent 

Other  personal  services 

Total  personal  services — 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies. 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Total  obligations 


1959 

1959 

presently 

revised 

1959  increase 

available 

estimate 

831 

841 

10 

795 

801 

6 

831 

841 

10 

$5,  794, 300 

$5, 831,  500 

$37, 200 

4, 000 

4, 000 

42,  700 

42,  800 

100 

5, 841, 000 

5, 878, 300 

37, 300 

432,  500 

443,  300 

10, 800 

9,700 

9,700 

125, 000 

125,  500 

500 

900 

900 

142,  200 

144,  200 

2,000 

48,  200 

48, 300 

100 

61,  700 

61,  700 

47, 100 

47,  600 

500 

17, 000 

17, 000 

368,  900 

371,  200 

2,300 

1,800 

1,800 

-577, 000 

577,000 

6,  519,  000 

7, 149,  500 

630,500 
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Mr.  Thomas.  The  next  item  is  “Salaries  and  expenses.” 

Mr.  Goodwin.  Mr.  Chairman,  for  salaries  and  expenses  of  the 
Bureau  of  Employment  Security  we  are  requesting  an  additional 
$630,500.  With  this  amount  the  total  available  for  1959  will  be 
$7,256,500. 

Of  the  $630,500  requested,  $53,500  is  for  10  additional  positions 
resulting  from  increased  workloads  because  of  the  expansion  of  cover- 
age of  the  Federal  unemployment  insurance  programs  under  Public 
Law  85-848  approved  August  28,  1958,  and  $577,000  is  for  increased 
pay  costs  of  the  Bureau. 

To  finance  these  added  costs  until  an  appropriation  can  be  secured, 
the  Bureau  of  the  Budget  has  apportioned  our  salaries  and  expenses 
appropriation  on  a deficiency  basis.  The  Congress  was  advised  of 
this  by  the  Director  of  the  Bureau  of  the  Budget  on  December  30, 
1958. 

To  carry  out  the  Bureau’s  responsibilities  in  administering  the  new 
unemployment  compensation  for  ex-servicemen  program  we  are  using 
16  employees,  8 of  whom  are  clerical.  Of  these  16  employees,  6 have 
been  transferred  from  the  unemployment  compensation  for  veterans’ 
program  as  the  workload  in  that  program  declined  and  the  workload 
in  the  new  program  increased.  Therefore,  we  have  added  only  10 
new  employees,  4 of  them  clerical.  For  these  10  new  employees  we 
are  requesting  $53,500  for  1959. 

Of  the  16  employees  being  used  on  this  program,  5 are  engaged  in 
the  general  supervision  of  the  program,  evaluating  State  operations 
and  procedures  to  assure  that  benefits  are  being  paid  properly  and 
maintaining  liaison  with  Federal  agencies. 

In  addition,  nine  employees  are  being  used  for  the  operation  of 
the  wage  assignment  control  file  which  is  an  indispensable  device  for 
protcting  Federal  funds.  Because  payments  are  made  on  the  basis 
of  records  given  to  the  ex-servicemen  when  discharged,  it  is  possible  to 
claim  benefits  in  more  than  one  Sate.  This  file  is  used  to  prevent 
the  payment  of  benefits  in  more  than  one  State.  It  also  prevents 
the  payment  of  benefits  more  than  once  for  the  same  service. 

Also,  one  professional  and  one  clerical  employee  are  being  used 
to  assist  the  States  with  the  reporting  of  data  on  the  program,  to  com- 
pile and  analyze  such  data  and  to  make  reports  on  this  program. 

We  have  not  been  able  to  absorb  any  of  the  $577,000  cost  of  the  pay 
raise  in  this  appropriation  because  of  the  very  heavy  workload  now 
being  carried  by  the  Bureau.  Obligations  for  the  July  1958 — Jan- 
uary 1959  period  totaled  $4,338,046  and  averaged  $619,720  per  month. 
For  the  balance  of  1959  obligations  are  expected  to  total  $2,918,454. 
Therefore,  obligations  must  be  reduced  to  an  average  of  $583,691  per 
month. 

Mr.  Thomas.  What  were  your  total  pay  act  increases?  You  have 
it  set  out  here  as  $577,000.  Is  that  your  total  ? 

Mr.  Goodwin.  That  is  the  total. 

Mr.  Thomas.  Were  you  able  to  absorb  any  of  it  ? 

Mr.  Goodwin.  No,  sir;  we  were  not,  because  we  have  had  a terrific 
load  on  the  Bureau  this  last  year  arising  out  of  the  increased  unem- 
ployment. As  a matter  of  fact,  the  Congress  gave  us  some  additional 
money  for  this  year,  and  the  Bureau  of  the  Budget  agreed  with  us 
that  it  was  not  possible  for  us 
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Mr.  T iiOMAS.  Put  your  finger  on  that  item  of  $53,500.  I have  a 
not  at  ion  here  to  see  page  BES-7.  Is  that  right? 

Ml*,  r^ovi:.  Page  BES-7,  which  follows  the  green  sheets;  that  is 
correct. 

JUSTIFICATION  DATA 

r.  Thomas.  IVe  will  insert  at  this  point  in  the  record  page  BES-7 
of  the  justifications. 

( The  page  referred  to  follows :) 


Salnric.fi  and  expenses,  supplemental  request  fiscal  year  1959 — Distribution  of  esti- 
mated obligations  by  major  organizational  unit  activity  and  object  classification 


Object  classification 

Office  of 
program 
review  and 
analysis 

Unemploy- 

ment 

insurance 

service 

- Total 

Positions - - 

Annual  rate ___ 

Deduct  lapses  (41  percent) -- 

2 

$10,  545 
$3,  545 

8 

$53, 040 
$22, 840 
$100 

10 

$63,  585 
$26, 385 
$100 

Extra  day 

01  Personal  services 

$7, 000 

$30, 300 
10, 800 
400 
2, 000 
100 
400 
1,800 

$37, 300 
10, 800 
500 
2, 000 
100 
500 
2, 300 

02  Travel.  _ . _ _ _ 

04  Communication  services . __ 

100 

06  Printing  and  reproduction.. 

07  Other  contractual  services _ _ . . . 

08  Supplies  and  materials _. 

100 

500 

11  Grants,  subsidies,  and  contributions..  .... . 

Total  unemployment  compensation  for  ex-servicemen... 
Supplemental  required  for  pay  increases 

7,700 

45,  800 

53,  500 
577, 000 

Grand  total  obligations 

630,  500 

Activity: 

3.  Collection  and  interpretation  of  labor  market  informa- 
tion   -.  - . . 

7,700 

7,700 

45,800 

5.  Unemployment  insurance  service 

45, 800 

Total  unemployment  compensation  for  ex-servicemen. 
Supplemental  required  for  pay  increases 

7,700 

45, 800 

53,  500 
577, 000 

Grand  total  obligations 

630,  500 

UNEMPLOYMENT  COMPENSATION  FOR  EX-SERVICEMEN 

Mr.  Thomas.  This  page  breaks  out  your  $53,500  item  ? 

Mr.  Goodwin.  Yes,  sir. 

Mr.  Thomas.  How  many  additional  employees  do  you  have  to  have 
as  a result  of  this  increase  ? 

Mr.  Goodwin.  10.  f 

The  estimate  is  that  we  will  need  a total  of  16  people  to  run  this  new 
program  and  6 of  those  are  being  transferred  from  the  unemployment 
compensation  for  veterans  program  because  that  program  is  contract- 
ing, and  we  can  transfer  6 of  the  8 people  we  have  in  the  Korean  vet- 
erans program  now  to  this  new  program. 

IMr.  Thomas.  What  is  your  personal  services  going  to  cost  ? Is  that 
figure  $37,300  right  ? 

Mr.  Goodwin.  Yes,  sir;  on  the  10  positions. 

Mr.  Thomas.  And,  you  have  travel  at  $10,800,  printing  and  bind- 
ing, $2,000,  and  supplies  and  materials,  $500,  and  grants,  subsidies,  and 
contributions,  at  $2,300,  and  communication  services  at  $500,  which 
comes  out  to  the  total  figure  of  $53,500  ? 
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Mr.  Goodwin.  Yes,  sir. 

Mr.  Thomas.  At  this  point  in  the  record  we  shall  insert  page  BES-8 
of  the  justifications,  as  well  as  page  9. 

(The  pages  referred  to  follow : ) 

Salaries  and  Expenses,  Bureau  of  Employment  Security — Explanation  of 

Funds  Required  for  Unemployment  Compensation  for  Ex-Servicemen 

UNEMPLOYMENT  INSURANCE  SERVICE 

Public  Law  848,  85th  Congress,  approved  August  28,  1958,  amended  title  XV 
of  the  Social  Security  Act.  This  law  provided  for  a new  permanent  program 
of  unemployment  compensation  for  ex-servicemen.  The  Congress  adjourned 
before  making  any  funds  available  for  administering  this  new  program.  The 
Bureau  of  the  Budget  approved  a reapportionment  of  the  1959  appropriation 
on  a deficiency  basis  in  the  amount  of  $53,500.  This  deficiency  reapportionment 
was  reported  to  the  Congress  as  required  by  subsection  (a)  (1)  (B)  of  title  31, 
United  States  Code,  section  665,  as  amended. 

The  new  program  of  unemployment  compensation  for  ex-servicemen  covers 
beneficiaries  who  are  not  covered  by  the  unemployment  compensation  for  vet- 
erans’ program.  The  two  programs  differ  as  to  program  and  procedural  require- 
ments. It  is,  therefore,  necessary  to  operate  the  two  programs  separately,  since 
one  is  not  an  extension  of  the  other. 

At  the  present  time,  16  employees,  8 professional  and  8 clerical,  are  working 
on  the  new  program.  Of  these  16  employees,  6 were  transferred  from  the  UCV 
program  because  of  the  decrease  of  these  activities.  This  transfer  reduces  to 
10  the  number  of  positions  requested  in  this  supplemental. 

The  unemployment  compensation  for  ex-servicemen  program  will  involve  the 
payment  of  about  $55  million  in  benefits  during  fiscal  year  1959  and  about 
$4.3  million  for  administrative  expenses  by  the  State  agencies  which  will  operate 
the  program  under  agreements  entered  into  with  the  Secretary  of  Labor. 

This  program  can  operate  efiiciently  only  if  the  processing  and  supplying  of 
information  and  other  data  by  the  Armed  Forces  is  geared  into  the  operating 
program  requirements  of  the  State  agencies.  This  meshing  of  Federal  military 
data  processing  with  State  unemployment  compensation  requirements  is  compli- 
cated by  the  great  variations  among  the  States  in  both  State  law  provisions  and 
procedures. 

The  Bureau  responsibilities  are : 

1.  Armed  Forces 

(a)  Continuous  work  with  various  defense  agencies  on  determining  rates  of 
remuneration  for  each  grade  of  ex-serviceman. 

(&)  Securing  terminal-leave  data  for  each  ex-serviceman  leaving  the  service 
and  claiming  benefits. 

(c)  Securing  dates  of  days  of  “lost  time”  covering  period  of  service  of  each 
ex-serviceman  claimant. 

(d)  Completing  and  following  up  on  arrangements  with  separation  centers  of 
each  of  the  armed  services  to  provide  information  to  ex-servicemen  as  to  their 
rights  under  this  law. 

2.  V eterans'  Administration 

(a)  Consummating  agreements  with  the  Veterans’  Administration  for  the 
adjudication  of  ex-servicemen’s  claims  as  to  the  reasons  for  separation ; for  the 
checking  of  claims  for  concurrent  payments  under  education  and  training  allow- 
ance programs ; and  for  providing  other  services. 

S.  U.8.  Department  of  Justice 

Negotiating  and  obtaining  agreement  with  the  Department  of  Justice  on  the 
criteria  governing  the  prosecution  of  cases  of  alleged  fraud  detected  by  the 
State  agencies. 

Regulations  and  procedures 

{a)  Issuing  rules  and  regulations  interpreting  the  law,  governing  not  only 
the  provisions  of  the  agreements  with  the  Secretary  but  also  the  operations  of 
Federal  and  State  agencies. 
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(h)  Developing,  issuing,  and  following  up  on  operating  procedures  governing 
the  determination  of  benefits  payable,  accounting  for  Federal  funds,  program 
r(‘porting,  and  relations  of  State  agencies  to  Federal  military  and  Veterans’ 
Administration  establishments  and  the  Department  of  Justice. 

5.  Installation  of  program  and  training 

(a)  After  develoianent  of  regulations,  procedures  and  the  agreements,  the 
installation  of  the  new  program  will  be  accomijlished  by — 

( 1 ) Regional  meetings  throughout  the  country  involving  the  attendance  of 
about  300  people ; 

(2)  Assistance  to  the  States  in  development  of  training  materials,  pro- 
cedures, forms,  etc. 

(3)  Participation,  where  needed,  with  States  in  the  actual  training  of 
the  more  than  20,000  State  staff  members  who  will  be  involved  in  carrying 
out  the  program ; 

(4)  Participation,  where  needed,  in  conferences  conducted  by  military  and 
Veterans’  Administration  establishments  in  the  installation  of  their  phases 
of  the  program. 

6.  Day-to-day  operations 

( a ) Review  and  evaluation : 

(1)  Review  State  procedures  and  forms  to  insure  conformity  with  Fed- 
eral law,  regulations.  State  agreements,  and  Federal  procedures.  Recom- 
mend remediail  action  to  obtain  conformity  and,  where  needed,  provide  as- 
sistance in  the  field  in  the  revision  and  installation  of  State  procedures. 

(2)  Conduct  field  evaluations  of  operations  in  each  State  shortly  after 
the  beginning  of  the  program  and  periodically  thereafter  to  insure  operating 
efficiency  and  conformity  with  approved  procedures.  Where  necessary,  this 
will  be  followed  by  fieldwork  to  obtain  remedial  action  with  regard  to  State, 
central,  and  local  office  operations  and  relations  with  military  and  Veterans’ 
Administration  establishments  and  the  Department  of  Justice. 

(3)  Intercede  for  State  agencies  with  military  establishments  and  the 
Veterans’  Administration  in  connection  with  operational  problems,  and  with 
Department  of  Justice  on  matters  involving  fraud  and  prosecution. 

( b ) Central  control  file : To  prevent  duplicate  filing  of  claims  by  the  same  ex- 
servicemen  in  more  than  one  State  and  to  prevent  filing  of  claims  under  both 
the  UCV  program  and  the  new  program,  it  is  essential  to  maintain  a central 
control  file  in  the  Bureau.  This  file  will  receive  a record  of  each  initial  UCX 
claim,  review  it,  and  interfile  it  with  all  other  UCV  and  UCX  records.  All  con- 
trol cards,  as  received,  must  be  scanned  for  completeness,  conformity  of  service 
serial  number  to  branch  of  service  in  the  Armed  Forces,  legibility  and  date  of 
separation  from  active  service  for  possible  omissions  or  errors.  Furthermore, 
it  will  be  necessary  to  make  date  comparisons  to  insure  that  claimants  do  not 
exhaust  UCX  benefits  and  again  claim  under  UCV.  Other  comparisons  also  will 
be  necessary  that  have  not  been  necessary  in  the  past,  thus  complicating  the 
filing  opertion  as  well  as  increasing  correspondence. 

Under  the  UCV  program  prior  to  July  26,  1958,  it  was  necessary  to  check 
control  cards  only  for  completeness  and  possible  duplication.  After  July  26, 
1958,  UCV  control  cards  must  be  checked  also  for  possible  expiration  of  the  3- 
year  limitation. 

Under  the  UCX  program,  control  cards  must  be  checked  for  completen^s, 
possible  duplication,  and  to  assure  that  the  service  fell  within  the  base  period 
of  the  State  involved  and  that  UCV  benefits  have  not  been  paid  based  on  the 
same  period  of  service.  Thus,  the  maintenance  of  the  control  file  is  an  evalua- 
tion device  in  addition  to  being  a check  on  duplication.  Due  to  those  additional 
items,  the  time  required  for  checking  and  filing  each  card  is  increased  over 
previous  experience. 

UNEMPLOYMENT  COMPENSATION  FOR  FEDERAL  EMPLOYEES 

Mr.  Thomas.  Are  there  any  questions,  gentlemen? 

Jensen.  With  reference  to  coinpensation  for  unemployed  Fed- 
eral employees,  will  you  briefly  explain  that? 

Mr.  Goodwin.  The  Federal  law  provides  that  Federal  workers  who 
are  separated  involuntarily  are  eligible  for  unemployment  compensa- 
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tion  payments  in  the  same  way  as  industrial  workers  are  entitled  to 
rmemplo^^ment  compensation  payments. 

The  law  further  provides  that  those  payments  shall  be  made  by 
the  State  where  the  person  resides  and  they  shall  be  made  subject 
to  the  provisions  of  the  State  law. 

The  Federal  Government  then  reimburses  the  State  for  the  bene- 
fits that  are  paid  out  by  it. 

Mr.  Jexsejs"-.  If  they  are  separated  involuntarily,  did  you  say  ? 

Mr.  Goodwin.  Yes,  sir. 

Mr.  Jensen.  Well  now,  they  would  need  to  be  separated  for  cause; 
would  they  not? 

Mr.  Goodwin.  Yot  necessarily.  There  are  a good  many  Federal 
installations  where  the  workload  goes  up  and  down,  and  a good  many 
I'ederal  employees  are  separated  because  of  the  lack  of  work. 

Mr.  Jensen.  They  are  civil  service  employees;  are  they  not? 

Mr.  Goodwin.  Xot  all  of  them.  It  includes  the  civil  service  em- 
ployees, but  it  also  includes  some  of  the  other  groups  that  do  not  come 
under  the  Civil  Service  Commission. 

Mr.  Jensen.  Now,  with  reference  to  a civil  service  employee,  the 
minute  his  agency  finds  that  he  is  not  needed  any  more,  he  still  retains 
his  civil  service  status  and  can  apply  for  another  job  in  some  other 
agency  ? 

Mr.  Goodwin.  Yes,  sir. 

Mr.  Jensen.  Does  this  law  provide  that  in  the  event  he  cannot  find 
employment  in  another  agency,  that  he  shall  receive  this  unemploy- 
ment compensation? 

]Mr.  Goodwin.  If  he  meets  the  provisions  of  the  State  law.  I think, 
Mr.  Jensen,  maybe  I can  get  at  your  question 

Mr.  Jensen.  I am  frank  to  say  that  this  is  all  new  to  me.  I have 
never  served  on  a committee  that  had  this  program  to  deal  with 
before. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Jensen.  Is  not  this  law  abused  to  some  degree  ? Are  there  not 
Federal  employees  that  are  separated  from  their  employment  volun- 
tarily who  will  purposely  not  seek  work? 

Is  there  a provision  in  the  law  which  requires  that  they  must  seek 
employment  in  other  agencies? 

Mr.  Goodwin.  Oh,  yes.  They  must  be  available  for  work,  they 
must  register  for  work,  and  they  must  on  their  own  effort  undertake 
to  get  work  or  seek  work. 

Mr.  Jensen.  Does  he  have  the  privilege  of  turning  down  employ- 
ment with  the  Government? 

Mr.  Goodwin.  Not  if  it  is  suitable  employment;  no. 

Mr.  Jensen.  What  if  he  says  it  is  not  suitable  ? 

Mr.  Goodwin.  That  determination  is  made  by  the  State  employment 
security  agency  and  not  by  the  person.  There  are  certain  situations 
where  a man  obviously  is  not  suited  to  a job,  but  the  interpretation 
put  on  those  provisions  of  State  law  are  very  stringent,  I would  say. 

Mr.  Jonas.  That  is  the  same  provision  that  is  applicable  in  the 
State  ? 

Mr.  Goodwin.  Pardon? 

!Mr.  Jonas.  That  same  provision  is  in  the  State  plan? 
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M r.  Gf)omvix.  Y es,  sir ; and  that  is  what  controls  in  this  case.  There 
is  no  Federal  law  on  this  point.  The  provisions  of  State  law  control. 

I would  like  to  say  this  in  response  to  your  question,  Mr.  Jensen, 
and  that  is  the  re<rular  civil  service  employees — the  white-collar  type 
that  you  see  in  Washington — for  the  most  part  do  not  draw  very 
heavily  on  this  unemployment  insurance.  Most  of  the  claims  come 
from  different  types  of  work. 

1 have  here,  for  instance,  a group  of  layoffs  that  took  place  in  the 
month  of  January  and  you  might  be  interested  in  a few  of  them. 

The  first  five  of  them  here — well,  as  a matter  of  fact,  almost  the 
entire  list — are  the  armed  services,  and  a lot  of  the  functions  are  very 
close  to  industrial  types  of  work. 

Some  of  the  layoffs  are  being  made  at  isolated  installations. 

We  have  here,  for  instance,  the  San  Francisco  Naval  Shipyard, 
and  there  is  a whole  group  of  them.  There  were  93  welders  laid  off, 
25  calkers  and  chippers,  12  drillers,  12  shipfitters,  9 shop  learners,  and 
10  miscellaneous  skilled  workers. 

This  is  the  kind  of  unemployment  that  in  the  Federal  service  or  in 
industry  usually  leads  to  some  kind  of  claim  for  unemployment 
insurance. 

I do  not  know  whether  you  would  like  to  have  this  for  the  members 
to  look  over  or  not,  but  it  gives  an  indication  of  the  type  of  people 
that  do  come  in  under  the  Federal  employees’  unemployment  insurance 
program. 

Mr.  Thomas.  Are  there  any  further  questions?  If  not,  we  thank 
you  gentlemen  very  much. 

Mr.  Goodwin.  Thank  you,  Mr.  Chairman. 
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Wednesday,  March  4,  1959. 
DEPAKTMENT  OF  JUSTICE 
Salaries  and  Expenses,  General  Legal  Activities 

WITNESSES 

C.  K.  RICE,  ASSISTANT  ATTORNEY  GENERAL 
C.  G,  TADLOCK,  EXECUTIVE  ASSISTANT 

S.  A.  ANDRETTA,  ADMINISTRATIVE  ASSISTANT  ATTORNEY  GEN- 
ERAL 


E.  R.  BUTTS,  BUDGET  OFFICER 

JOHN  C.  BROWN,  ASSISTANT  BUDGET  OFFICER 


Program  and  financing 


Program  by  activities: 

1.  Conduct  of  Supreme  Court  proceedings  and  coordina- 

tion of  appellate  matters - 

2.  General  tax  matters 

3.  Criminal  matters 

4.  Claims,  customs,  and  general  civil  matters 

6.  Land  matters 

6.  Legal  opinions 

7.  Internal  security  matters 

8.  Civil  rights  matters 

9.  1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases - 

Total  costs - 

10.  Relation  of  costs  to  obligations:  Costs  financed  from 
obligations  of  other  years  (unpaid  undelivered 
orders)  net  (— ) 

Total  obligations 

Financing:  1959  appropriation  available  in  1958- - 

New  obligational  authority 


1959, 

presently 

available 


$387, 299 
2, 149, 200 

1,  579, 021 
3,  073,  575 

2,  946.  305 
429,  279 

1,  257, 939 
527,  980 
-402 
-928,  000 


11,  422, 196 


-22,  598 


11, 399,  598 
402 


11,  400,  000 


1959, 

revised 

estimate 


$387, 299 
2, 209, 200 
1, 579,  021 
3, 073, 575 
2,  946,  305 
429, 279 
1,  257, 939 
527,  980 
-402 


12,  410, 196 
-22,  598 


12, 387, 598 
402 


12, 388, 000 


1959, increase 
(+)  or  de- 
crease (— ) 


-i-$60, 000 


-f 928,  000 


-f 988, 000 


-f 988,  000 


-f 988, 000 


Object  classification 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  n umber  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions. 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services — 

02  Travel 

03  Transportation  of  things.. 

04  Communication  services... J 

06  Printing  and  reproduction.. 

07  Other  contractual  services ! 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions;  Contribution  to 

retirement  fund... 

15  Taxes  and  assessments... 

Supplemental  required  for  pay  increases. 

Total  costs 

Costs  financed  from  obligations  of  other  years,  net  (— ) 


1959, 

presently 

available 


1, 350 
15 
1, 279 
1,310 


$9, 534, 280 
110, 300 
38, 710 


9,  683, 290 
364,  700 
3, 100 
108, 750 
366, 977 
1,071,703 
56,  749 
78, 687 

607, 310 
8, 930 
-928, 000 


11, 422, 196 
-22, 598 


11, 399, 598 


1959, 

revised 

estimate 


1959, increase 
(+)  or  de- 
crease (— ) 


1, 350 
15 
1,279 
1,310 


$9, 534, 280 
110, 300 
38, 710 


9, 683,  200 
398,  700 
3, 100 
116,  750 
384, 977 
1, 071,703 
56, 749 
78, 687 


+$34, 000 


+8. 000 

,+18, 000 


607, 310 
8, 930 


12, 410, 196 
-22,  598 


12, 387, 598 


+928, 000 
+988,000  ' 


+988,000 


Total  obligations 
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Mr.  Rooney.  Tlie  committee  will  please  come  to  order. 

This  morning  we  shall  first  direct  our  attention  to  the  requests  of 
tlie  Department  of  J ustice,  which  appear  in  the  committee  print  be- 
gi lining  on  page  83.  The  first  of  a number  of  requests  is  that  for 
“Legal  activities  and  general  administration”.  Under  that  we  have 
“Salaries  and  expenses,  general  legal  activities,”  in  the  amount  of 
$988,000,  of  which  $60,000  is  set  forth  in  the  justifications  as  being  for 
increased  tax  litigation,  while  $928,000  is  for  pay  increases. 

At  this  point  in  the  record  we  shall  insert  pages  1 to  7,  inclusive. 

(The  pages  follow :) 

(H.  Doc.  58) 

Salaries  and  Expenses,  General  Legal  Activities,  1959, 


Request $988, 000 

Appropriation  to  date : $11,  400,  000 

Obligations  to  December  31,  1958 $6,  253,  693 

Expenditures  to  December  31,  1958 $5,  204,  222 

Budget  estimate  next  fiscal  year $12,  850,  000 

Employment : 

Average  number,  current  appropriation 1,  279 

Number  involved  this  estimate 

Actual  employment  December  31,  1958 1,  277 


purpose  and  need  fob  supplemental  funds 

Amount  requested 

This  supplemental  request  refiects  estimates  in  the  anaount  of  $988,000,  of 
which  $928,000  is  needed  to  cover  cost  of  the  pay  increases  as  authorized  by 
Public  Law  85-462  and  $60,000  is  for  a program  supplemental  for  the  Tax  Divi- 
sion to  cover  additional  costs  arising  from  the  steady  increase  in  the  uncontrol- 
lable workload  of  that  Division. 

Explanation  of  language  changes 

None. 

Pay  Act  supplemental,  $928,000 

A supplemental  appropriation  of  $928,000  will  be  needed  in  fiscal  year  1959 
to  meet  the  higher  salaries  and  related  increases  authorized  by  Public  Law 
85-462  approved  June  20,  1958.  The  continued  high  level  of  new  business  so 
far  this  fiscal  year  has  prevented  any  reduction  in  the  staffs  of  the  Department’s 
legal  divisions.  The  actual  caseloads  in  1958  generally  were  higher  than  in  1957 
and  new  filings  this  year  in  s^me  categories  are  ahead  of  1958.  There  is,  there- 
fore, no  reasonable  prosx)ect  that  any  substantial  savings  can  be  effected  by 
reducing  personnel  through  attrition  or  that  the  cost  of  pay  increases  can  other- 
wise be  absorbed. 

Methods  of  estimating  costs 

The  additional  costs  resulting  from  Public  Law  85-462  were  determined  by 
comparing  the  higher  salaries  and  increased  contributions  refiected  on  recent 
payrolls  with  those  paid  immediately  prior  to  the  enactment  of  the  new  salary 
act.  Roughly,  this  amounts  to  10  percent  of  the  former  annual  salaries  of  the 
personnel  subject  to  the  act,  plus  an  allowance  of  $10  for  each  employee  to  cover 
the  higher  amounts  payable  due  to  rounding  off  cents  at  hourly  rates  as  pro- 
vided in  the  act,  and  plus  the  actual  increase  in  the  average  monthly  amounts 
required  to  be  paid  into  the  retirement  and  social  security  funds  as  a result  of 
the  higher  salaries  authorized  by  the  new  law.  On  this  basis  the  total  addi- 
tional cost  of  Public  Law  85-462  amounts  to  $939,100,  of  which  we  will  try  to 
absorb  $11,100,  leaving  $928,000  to  be  met  through  a supplemental  appropriation. 
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Avei'age  number  of  employees  and  average  payrolls 

Average  employment  during  the  i>eriod  July  1 to  January  10,  1959  was  1,281. 
That  is  slightly  above  the  average  of  1,279  provided  by  the  appropriation  cur- 
rently available  and  reflects  the  need  for  the  maximum  employment  permissible 
during  1959. 

Program  supplemental  {Tax  Division),  $60,000 

Under  the  provisions  of  Bureau  of  the  Budget  Circular  No.  A-41,  revised  as  of 
September  30,  1958,  the  Tax  Division  requests  a supplemental  appropriation  of 
$60,000  for  the  current  flscal  year.  The  basic  factor  for  requesting  a supple- 
mental appropriation  is  an  uncontrollable  workload  which  is  steadily  increasing. 
The  Tax  Division  has  no  control  over  the  volume  of  tax  litigation  it  is  called  upon 
to  handle.  On  the  civil  side  (which  accounts  for  90  percent  of  the  workload), 
the  volume  depends  upon  the  number  of  suits  flled  by  taxpayers  and  the  number 
of  requests  for  legal  action  received  from  the  Internal  Revenue  Service.  The 
criminal  cases  develop  from  the  recommendations  forwarded  by  the  Revenue 
Service  for  consideration  by  the  Department  of  Justice. 

The  volume  of  work  referred  to  the  Division  has  increased  better  than  20 
percent  in  the  past  2 years  and  is  going  up  an  additional  10  percent  during 
the  current  year.^  During  this  period  the  Division  has  had  no  increase  in 
authorized  staff  and  only  token  increases  in  funds  to  cover  court  costs.  The 
average  employment  over  the  same  period  has  increased  by  about  four.  Thus, 
throughout  the  current  year  the  Division  will  be  carrying  at  least  a 30  per- 
cent greater  workload  with  no  increase  in  staff.  Unless  additional  funds  are 
made  available  this  year,  the  Division  will  not  be  able  to  meet  couht  deadlines 
and  other  commitments. 

Over  the  past  4 years  the  Division  (despite  a steady  rise  in  new  business) 
has  been  able  to  reduce  the  backlog  of  pending  work,  cut  more  than  1 year 
from  the  time  to  process  the  average  case,  and  place  the  overall  workload  on 
a reasonably  current  basis.^  During  the  same  period  the  Division  saved  or 
collected  from  delinquent  taxpayers  more  than  $235  million  compared  with 
$70  million  in  the  6-year  x>eriod,  1947-52. 

In  view  of  the  sharp  increase  in  volume,  there  is  serious  danger  that  the 
work  will  become  delinquent  if  funds  are  not  made  available  immediately. 
The  backlog  will  grow,  and,  at  a time  when  funds  are  urgently  needed  to  fi- 
nance the  costs  of  Government,  collections  and  savings  will  diminish.  The 
Tax  Division  must  be  in  a position  to  do  its  part  in  cooperation  with  the  Rev- 
enue Service  in  collecting  the  almost  $1.5  billion  now  involved  in  Federal  tax 
litigation. 

The  Tax  Division,  because  of  the  unusually  large  number  of  cases  being  set 
for  trial  or  argument  on  appeal,  has  been  required  to  continue  its  prepara- 
tion and  field  work  at  the  pace  followed  in  fiscal  1958.  During  that  year  over 
1,000  formal  court  appearances  were  made  by  the  Division’s  staff,  a 10  percent 
increase  over  1957,  an  82  percent  increase  over  1953,  and  an  increase  of  128 
percent  over  1951. 

The  following  statement  compares  funds  currently  available  with  actual  obli- 
gation in  the  past  year  and  estimates  the  supplemental  funds  required  to  han- 
dle the  increased  volume  of  tax  litigation : 


Items 

1959  available 

1958  obliga- 
tions 

Difference 

1959  require- 
ments 

Travel 

$110, 100 
18,500 
51, 800 

$131, 048 
25, 404 
64, 057 

-$20, 948 
-6, 904 
-12,  257 

$34,  OOO 
8, 000 
18,  OOO 

Communication  services 

Printing  and  reproduction 

Total 

1 -40, 109 

60,000 

1 A reference  to  standard  form  3a  reveals  that  for  the  other  items  of  expense,  the  amounts  for  the  fiscal 
years  1958  and  1959  are  approximately  the  same  except  for  the  items  for  personal  services  and  contributions 
which  are'  necessarily  increased  to  cover  the  added  costs  resulting  from  the  10  percent  congressional  pay  raise' 


1 Complete  figures  for  5 months  show  a 10-percent  increase  over  the  same  period  in  the 
past  year  and  a 15-percent  increase  over  the  comparable  period  in  the  1957  fiscal  year. 

2 In  1955  more  than  40  percent  of  the  cases  were  over  2 years  old.  At  the  beginning  of 
the  current  year  more  than  75  percent  of  the  cases  have  been  pending  less  than  2 years 
and  52  percent  less  than  1 year. 
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Tlu‘  l)ivision  requires  approximately  $40,100  additional  to  match  1958  ex- 
penditures for  travel,  communications,  and  printing  and  reproduction,  and 
$1!).!)0()  more  to  iiu'et  increased  costs  for  such  puri)oses. 

4'he  items  for  travel,  communication,  and  printing  are  self-explanatory  and 
ar(>  iieii  in  directly  with  the  increased  workload,  greater  number  of  court  ap- 
pearances, and  efforts  to  speed  up  the  litigative  process. 

Summari/.ing,  the  Tax  Division  has  no  control  over  its  workload.  It  cannot 
turn  on  or  off  the  flow  of  tax  litigation  commenced  in  the  courts.  The  volume 
of  work  is  up  sharply  and  there  is  every  indication  that  the  rise  will  continue. 
The  Division  must  be  in  a position  to  handle  property  and  expeditiously  the 
cas(‘s  rel erred  to  it.  Failure  to  be  in  this  position  because  of  a lack  of  adequate 
operating  funds  will  result,  among  other  things,  in  (1)  a slowdown  in  the  proc- 
essing and  conclusion  of  cases,  thereby  adding  to  the  already  overcrowded  and 
congested  court  dockets,  (2)  increasing  costs  to  the  Government  in  the  form 
of  interest  in  those  cases  eventually  requiring  refunds  to  taxpayers  and  reduc- 
tions in  the  financial  gain  to  the  Government  which  have  and  should  continue 
to  result  from  the  successful  and  expeditious  trial  or  settlement  of  cases,  and 
(M)  a return  to  steady  backlog  increases,  which  was  the  condition  prevalent 
during  the  10-year  period,  1946  through  1955.  It  is  believed  that  with  the  slight 
increase  requested  (amounting  to  approximately  3 percent),  the  Division  can 
maintain  the  pace  set  during  the  past  3 years  and  repeat  the  successful  record 
established  which  placed  tax  litigation  on  a current  basis.  This  prediction  is 
made  with  the  knowledge  that  the  workload  has,  and  will,  continue  to  increase. 

Salaries  and  Expenses,  General  Legal  Activities  (Supplemental  Estimate, 

Tax  Division) 

Object  classification 


01 

02 

03 

04 
06 

07 

08 
09 
11 


]959, 

presently 

available 


1959, 

revised 

estimate 


1959, increase 
(-1-)  or  de- 
crease (— ) 


Personal  services 

Travel 

Transp  rtatim  of  t’^ings 

Communic=itim  services 

Printing  and  reproduction 

Ot'  er  cmtractual  services 

Supplies  and  materials 

Equipment 

Gra'  ts,  subsidies,  and  contributions:  Contribution  to 


$1, 818, 640 
110, 100 
300 
18,  500 
51, 800 
11,600 
14,  700 
8,700 


$1, 818,  640 
144,100 
300 
26,  500 
69,  800 
11,  600 
14,  700 
8,700 


-f$34, 000 


+8,  000 
+18, 000 


retirement  fund  

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Ttalc^'sts 

Costs  financed  from  obligations  of  other  years,  net  (— ) 

Total  obligations. 


112, 860 
2,000 
-176, 220 


112, 860 

2, 000 


1,  972, 980 
-3, 400 


2, 209, 200 
-3,  400 


1, 969,  580 


2, 205.  800 


+176,  220 
+236,  220 


236, 220 


Mr.  Rooney.  Mr.  Andretta,  what  activities  of  the  Department  are 
covered  in  the  item  “Salaries  and  expenses,  general  legal  activities”? 

Mr.  Andretta.  The  items  covered  in  “Salaries  and  expenses,  gen- 
eral legal  activities,”  are  just  as  the  title  says,  the  legal  activities  of 
the  Department. 

Mr.  Rooney.  I want  you  to  tell  us  for  the  record  what  they  are. 

Mr.  Andretta.  The  Solicitor  General’s  Office,  Tax  Division,  Civil 
Division,  Criminal  Division,  Office  of  Legal  Counsel,  Internal  Secu- 
rity Division,  and  the  Civil  Rights  Division.  That  covers  all  of  the 
legal  divisions  at  the  seat  of  government  except  the  Antitrust  Division. 


767 


TAX  DWISION 

Mr.  Koonet.  With  regard  to  the  $60,000  requested  for  increased 
tax  litigation,  who  will  justify  that  ? 

Mr.  Andretta.  Mr.  Rice  was  to  be  here  on  that. 

Mr.  Rooney.  Please  go  ahead  with  it. 

Mr.  Andretta.  Mr.  Chairman,  up  until  this  year  you  know  that 
we  have  been  able  to  absorb  some  of  these  additional  costs  by  transfer 
of  funds  or  by  some  flexibility  within  this  appropriation,  but  this 
year,  because  of  heavy  expenditures  for  Lands  Division  operations 
and  also  the  Civil  Division,  we  do  not  have  any  funds  available  in 
order  to  pick  up  any  part  of  the  cost  of  the  pay  raise  and  to  see  the 
Tax  Division  through  this  year  which  is  going  to  need  $60,000  more 
to  meet,  roughly,  a 10-percent  increase  in  work  this  year  that  was 
not  anticipated.  You  know  that  the  Tax  Division  is  a service  opera- 
tion and  has  no  control  over  its  work  and  they  have  to  take  whatever 
comes  from  the  revenue  department. 

RECOVERIES  IN  1958 

Mr.  Rooney.  What  do  they  do  by  way  of  production  of  revenues  ? 
What  are  the  figures  with  regard  to  recoveries  in  the  last  full  fiscal 
year,  1958  ? 

Mr.  Andretta.  The  Tax  Division  has  saved,  or  collected  from  de- 
linquent taxpayers,  more  than  $235  million. 

Mr.  Rooney.  I do  not  want  that.  J ust  1 year. 

Mr.  Andretta.  Mr.  Chairman,  I will  have  to  put  that  in  the  record. 
I do  not  have  that  with  me. 

(The  following  material  was  later  supplied :) 

Recoveries  in  fiscal  1958 

Savings  and  collections  in  civil  tax  litigation $125,  987,  708 

Mr.  Rooney.  Is  any  part  of  this  requested  $60,000  for  personal  serv- 
ices ? 

Mr.  Andretta.  No,  sir.  It  is  all  for  general  litigation  expenses. 

Mr.  Rooney.  As  set  forth  on  page  5 of  the  justifications,  you  want 
$34,000  additional  for  travel,  $8,000  for  communication  services,  and 
$18,000  for  printing  and  reproduction ; is  that  correct? 

Mr.  Andretta.  Yes,  sir. 

Mr.  Rooney.  When  was  the  request  first  made  for  this  $60,000  ? 

Mr.  Andretta.  The  request  was  made  in  September. 

Mr.  Rooney.  In  what  amount  ? 

Mr.  Andretta.  $100,000. 

Mr.  Rooney.  Was  not  the  amount  $45,000  ? 

Mr.  Andretta.  No,  sir.  There  was  a supplemental  request  for 

$100,000. 

Mr.  Rooney.  What  was  the  amount  allocated?  What  has  been 
the  amount  allocated  by  the  Department  since  then  ? 

Mr.  Andretta.  Mr.  Chairman,  when  the  appropriation  was  made, 
we  advanced  an  additional  $5,000  a month  to  the  Tax  Division  to 
take  care  of  general  expenses  which  came  to  $45,000.  The  $60,000  is 
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on  top  of  that.  The  Tax  Division  in  1959  originally  had  allocated 
to  it. 

Ml’.  IvooxEY.  Is  there  anything  you  want  to  say  at  this  point,  Mr. 
Rice? 

Mr.  Andrei’ta.  The  chairman  asked  before  you  came  in  about  some 
current  workload  figures,  just  for  the  last  year  or  two. 

Mr.  Rice.  Mr.  Tadlock,  would  you  supply  those? 

Mr.T  ADEOCK.  Mr.  Chairman,  what  are  you  speaking  of  ? 

M r.  Rooxey.  The  matter  of  recoveries  for  fiscal  year  1958. 

Mr.  Tadlock.  Yes,  we  have  that.  I also  have  a statement  here  that 
si  lows  the  workload  for  the  last  few  years. 

M r.  Rooxey.  I did  not  ask  for  that. 

1 )o  not  give  me  something  I did  not  ask  for. 

1 )o  you  have  it  ? If  not,  supply  it  for  the  record. 

^Ir.  Tadlock.  All  right. 

(The  following  was  later  supplied :) 

Tax  Division — Recoveries  in  civil  tax  litigation 

Amount 

Fiscal  year  1958 , $125,987,708 


PAY  ACT  IXCREASES 

iMr.  Rooxey.  With  regard  to  the  requested  $928,000  for  all  of  these 
divisions  for  pay  increases,  what  was  your  total  amount  of  pay 
increases  in  this  area  ? 

Mr.  Rrowx.  $939,100. 

Mr.  Rooxey.  You  mean  that  you  absorbed  but  $11,000  ? 

Mr.  Browx.  That  is  right. 

Mr.  Rooxey.  What  would  be  the  consequences  of  a 10-,  15-,  20-,  or 
25-percent  cut  in  this  requested  amount  of  $928,000  for  pay  increases? 

Mr.  Axdretta.  We  would  have  to  furlough  everybody  engaged  in 
these  activities  for  at  least  one  pay  period.  That  would  be  for  the  last 
2 weeks  in  June,  nobody  would  get  paid.  We  would  not  be  able  to  do 
anvthing. 

„ Mr.  Rooxey.  You  would  have  to  close  up  shop  for  that  period  of 
time? 

Mr.  Axdretta.  Yes,  sir. 

IMr.  Rooxey.  The  month  of  June,  is  tliat  not  an  im])ortant  month 
in  the  activities  of  the  Attorney  General’s  Office  ? 

Mr.  Axdretta.  Yes,  sir.  That  is  wdien  the  courts  are  winding  up 
their  business  before  the  summer  recess  and  they  put  the  heat  on 
us.  It  is  when  our  expenditures  run  the  heaviest. 

Mr.  Rooxey.  Are  there  any  questions  with  regard  to  the  item  on 
page  93  of  the  committee  print,  ^‘Salaries  and  expenses,  general  legal 
activities”  ? 

(Yo  response.) 


769 


U.S.  Attorneys  and  Marshals 

WITNESSES 

S.  A.  ANDRETTA,  AJ)MINISTRATIVE  ASSISTANT  ATTORNEY  GEN^ 
ERAL 

B.  H.  CRAWFORD,  ASSISTANT  TO  THE  DEPUTY  ATTORNEY  GENERAL 

C.  W.  PALMER,  EXECUTIVE  ASSISTANT  TO  THE  DEPUTY  ATTORNEY 
GENERAL 

E.  R.  BUTTS,  BUDGET  OFFICER 

JOHN  C.  BROWN,  ASSISTANT  BUDGET  OFFICER 


Program  and  financing 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de- 
crease (— ) 

Program  by  activities: 

1.  U.S.  attorneys.  

$12,  73,0, 500 
9, 261,  500 
-75, 081 
-1,642, 000 

$12,  730, 500 
10, 161, 500 
-75, 081 

2.  U.S.  marshals..  

$900, 000 

3.  1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 

Total  costs  (obligations) 

Financing:  1959  appropriation  available  in  1958 

New  obligational  authority - 

+1, 642,  000 

20,  274,  919 
75, 081 

22, 816, 919 
75, 081 

+2, 542, 000 

20, 350,  000 

22,892,000  j +2,542,000 

Object  classification 


1959, 

presently 

available 


1959, 

revised 

estimate 


1959,  increase 
(+)  or  de- 
crease (— ) 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 


2,  673 

2,  673 

5 

118 

+113 

2,  610 

2,  723 

+113 

2, 600 

2,  650 

+50 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services. 

05  Pents  and  utUity  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Subtotal - 

Deduct  charges  for  quarters  and  subsistence 


$16, 512, 300 
83, 300 
660, 400 


$16,  512,  300 
819,  300 
560,  400 


+$736,  000 


17, 156, 000 
1, 943,  800 
26, 300 
467, 000 
10,  400 
245,  043 
878,  000 
86,  262 
276,  314 
751,700 
77,  900 
-1,  642,  000 


20,  276,  719 
1,800 


17,  892, 000 
2,  055,  800 
26,300 
475,  500 
10,  400 
245,  043 
879,  800 
101,  262 
286,  314 
751,  700 
94,  600 


22,  818,  719 
1,800 


+736,  000 

+112,  000 


+8,  500 


+1,  800 
+15,  OOO 
+10,  000 


+16,  700 
+1,642,  000 


+2,  542,  OCO 


20,  274,  919 


22,  816,  919 


+2,  642,  OCO 


Total  costs  (obligations) 
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{ 1 lio,  pa^os  follow  :) 

(H.  Doc.  58) 

Salaries  and  Expenses,  U.  S.  Attorneys  and  Marshals 


Request 

Appropriation  to  date 

01)1  illations  to  Dec.  81,  1958 

Expenditures  to  Dec.  31,  1958 

Paidjfet  estimate  next  fiscal  year. 


$2,  542,  000 
$20,  350,  000 
$11,  471,  365 
$10,  667,  917 
$22,  900,  000 


Employment : 

Average  number  current  appropriation 

Number  involved  this  estimate 

Actual  employment  Dec.  31,  1958 


2,  610 


2,  639 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 


Amount  requested 

It  is  estimated  that  $2,542,000  additional  will  be  required  under  this  appro- 
priation of  which  $1,642,000  is  needed  to  cover  Pay  Act  costs  as  authoriized  by 
Public  Law  85-462,  and  $900,000  is  a program  supplemental  for  expenses  of 
an  emergency  nature  already  incurred  or  to  be  incurred  by  certain  U.S.  marshals’ 
offices.  Included  in  this  supplemental  for  the  latter  purpose  is  an  amount  of 
$400,000  covering  obligations  already  authorized  and  a sum  of  $500,000  for 
future  emergency  requirements. 

Language  cha7iges 
None. 

General  statement 

Pay  Act  supplemental,  $1,642,000. — It  is  estimated  that  the  additional  costs 
incurred  under  Public  Law  85-462  for  salary  increases  and  related  items  will 
amount  to  $1,642,000. 

It  will  not  be  possible  to  absorb  any  part  of  the  cost  of  salary  increases 
through  savings  in  employment  or  otherwise  since  these  offices  have  been  con- 
fronted with  abnormal  expenses  in  connection  with  emergency  situations  in  this 
fiscal  year  as  a result  of  the  school  integration  problems  covered  in  part  of  this 
supplemental  estimate. 

The  estimated  cost  of  salary  increases  of  personnel  of  these  offices  as  author- 
ized by  Public  Law  S5--462,  was  established  by  determining  the  average cost 
per  employee  of  the  higher  salaries  and  related  increases,  which  amounted  to  $630. 
Also  it  was  determined  that  the  average  number  of  employees  on  the  rolls 
July  1 through  November  30,  1958,  for  the  current  fiscal  year  was  2,606. 

$630  (average  cost  per  employee)  X 2,606  (average  employment) 

equals : , $1,  642,  000 

There  were  2,639  employees  on  the  rolls  as  of  Dec.  31,  1958. 

Program  supplemental  for  U.S.  marshals 900,  000 

The  execution  of  Federal  court  orders  is  the  responsibility  of  the  marshals’ 
service.  In  recognition  of  its  enforcement  responsibilities  ih  connection  with 
various  Federal  court  orders  relating  to  the  integration  of  the  schools  in  a 
number  of  localities,  considerable  attention  was  given  for  some  time  to  an 
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analysis  of  the  general  competence  of  the  service  and  its  ability  to  meet  not 
only  its  regular  day-to-day  operations,  but  also  to  meet  emergency  situations, 
such  as  adequate  means  to  enforce  court  orders  such  as  those  in  connection  with 
school  integration  decisions  and  other  emergency  court  mandates.  In  evaluating 
the  marshals’  responsibilities  it  became  necessary  to  take  the  following  actions : 
The  establishment  and  strict  adherence  to  high  standards  of  physical  and 
mental  abilities  on  the  part  of  deputy  marshal  appointees  ; 

Periodic  physical  examinations  to  insure  a continuance  of  the  physical 
fitness  of  marshals  and  their  deputies  : 

A training  course  designed  to — - 

Provide  instructions  in  the  physical  aspects  of  the  job  of  deputy  mar- 
such  as  apprehension  and  search  of  persons  and  use  of  firearms  ; 

Provide  information  as  to  the  types  of  writs  involved  in  criminal  and 
civil  cases ; 

Outline  conduct  expected  of  marshals  and  their  deputies ; 

Stimulate  each  deputy  marshal  tow^ard  continual  self-improvement; 
and 

Conferences  of  marshals  designed  to  develop  integrated  teamwork  instead 
of  the  independent  ofiice  approach  which  most  of  the  marshals’  offices  had 
been  in  the  habit  of  pursuing. 

It  should  be  noted  that  the  marshals’  service  consists  of  94  offices  with  a total 
staff  of  1,070  positions.  Obviously  most  of  the  offices  are  quite  small  and  are  not 
normally  equipped  to  handle  emergency  problems  of  magnitude  themselves.  It 
thus  becomes  essential : (a)  to  establish  firmly  the  principle  of  cooperation  within 
the  service;  (h)  to  have  deputies  who  are  physically  and  mentally  alert  and 
adaptable ; and  (c)  to  train  them  not  only  on  the  problems  which  they  meet  from 
day  to  day,  but  to  meet  a variety  of  emergency  situations. 

With  these  principles  in  mind  the  Department,  supplementing  its  annual  re- 
gional conferences  of  marshals,  held  a conference  of  the  marshals  in  areas 
particularly  affected  early  in  August  for  the  purpose  of  discussing  their  own 
facilities  and  the  facilities  both  in  personnel  and  materials  which  would  be 
needed  to  carry  out  Federal  court  orders  which  might  be  directed  to  them  in 
connection  with  the  school  integration  problems.  An  effort  was  made  to  give 
them  a thorough  understanding  of  the  legal  questions  which  would  be  involved 
and  the  extent  of  their  responsibilities  in  connection  with  carrying  out  such 
orders.  Special  emphasis  was  placed  on  the  limitations  on  their  responsibilities 
in  relation  to  the  responsibilities  of  other  State  and  local  law  enforcement 
authorities.  Immediately  thereafter  training  classes  were  started  for  deputy 
marshals,  with  emphasis  on  defensive  tactics,  use  of  firearms  and  gas,  and  legal 
training  for  the  work  assigned  to  them.  The  first  class  consisted  of  23  deputies 
in  the  District  of  Columbia  office.  This  group,  it  was  anticipated,  would  be 
readily  available  to  the  marshals  in  nearby  States  if  their  small  staffs  could  not 
adequately  meet  problems  confronting  them  in  connection  with  the  carrying  out 
of  Federal  court  orders.  At  the  same  time  plans  were  made  to  train  in  Little 
Rock  a number  of  deputy  marshals  from  surrounding  districts  to  work  together 
as  a team  in  the  event  the  marshal  of  the  eastern  district  of  Arkansas  found  it 
necessary  to  call  for  such  assistance  if  and  when  anticipated  court  orders 
required  action  on  his  part,  thus  avoiding  the  necessity  of  calling  for  military 
assistance.  He  also  made  arrangements  to  recruit  and  deputize  citizens  within 
his  own  Federal  judicial  district  provided  such  steps  became  necessary.  The 
orientation  of  this  group  into  the  work  of  the  marshals’  service  was  also  carried 
out  at  that  time. 

As  indicated  above  emergency  conditions  did  develop  in  certain  judicial  dis- 
tricts as  a result  of  the  Supreme  Court’s  decision  on  school  integration.  In  order 
to  cope  with  unusual  situations  in  these  areas  the  Department  authorized  certain 
U.S.  marshals  to  incur  expenses  over  and  above  the  normal  operating  costs  to  the 
extent  of  approximately  $400,000. 

At  this  time  it  is  impossible  to  forecast  when  or  where  similar  conditions  may 
develop  again,  and  for  how  long  a period.  Therefore,  an  additional  $500,000  is 
requested  for  potential  use  for  the  balance  of  this  fiscal  year.  This  is  only  a 
general  approximation,  but  it  is  deemed  advisable  to  have  a contingent  fund 
readily  available,  if  the  need  arises. 
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Salaries  and  Expenses,  U.S.  Attorneys  and  Marshals 
U.S.  Attorneys — Object  classification 


01  Personal  services 

02  Travel 

oa  Transportation  of  things 

04  Communication  services 

05  Kents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  materials 

00  Equipment. 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  tissessments 

Supplemental  required  for  pay  increases. 

Total  costs  (obligations) 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de- 
crease (— ) 

$10, 574, 200 

310. 000 
17,  500 

300. 000 
6, 100 

231, 762 

545. 000 
64,  111 

215,  960 
357,  000 
73,  700 
-990, 500 

$10, 574, 200 

310. 000 
17, 500 

300. 000 
6, 100 

231, 762 

545. 000 
64,  111 
215, 960 
357,  000 

73,  700 

-f$990, 500 

11,  704,  833 

12,  695, 333 

990,500 

U.S.  marshals — Object  classification 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de 
crease  (— ) 

01  Personal  services . 

$6, 581, 800 
1, 633, 800 
8, 800 

167. 000 
4, 300 

13, 281 

333. 000 
22, 151 
60, 354 

394,  700 
4,200 
-651,  500 

$7, 317, 800 
1, 745, 800 
8, 800 
175,  500 
4, 300 
13, 281 
334, 800 
37, 151 
70, 354 
394,  700 
20,  900 

+$736,000 

+112,000 

02  Travel 

03  Transportation  of  things.  _ ..  _ 

04  Communication  services 

05  Rents  and  utility  services...  

+8,500 

06  Printing  and  reproduction . 

07  Other  contractual  services 

08  Supplies  and  materials ...  . . 

09  Equipment.  . ..  

+1,800 
+15, 000 
+10, 000 

+16, 700 
+651, 500 

11  Grants,  subsidies,  and  contributions..  . 

15  Taxes  and  assessments . ..  

Supplemental  required  for  pay  increases 

Subtotal 

8, 571, 886 
1,800 

10, 123, 386 
1, 800 

+1,551,500 

Deduct  charges  for  quarters  and  subsistence 

Total  costs  (obligations) 

8, 570, 086 

10, 121, 586 

+1, 551, 500 

Mr.  Kooney.  As  I recall,  this  was  in  connection  with  Little  Eock^ 
Mr.  Andretta.  Yes,  sir. 


EFFECT  OF  REDUCTION  IN  ESTIMATE  FOR  PAY  INCREASES 


Mr.  Eooney.  As  to  the  first  item,  what  would  be  the  consequences 
of  a cut  in  the  amount  requested,  $1,642,000  for  pay  increases  ? 

Mr.  Andretta.  Here,  again,  Mr.  Chairman,  we  would  probably, 
because  of  the  size  of  the  amount  in  the  U.S.  marshals  and  attorneys 
offices  for  pay  increases,  it  would  mean  that  we  would  have  to  close 
up  shop  for  most  of  J une,  particularly  because  our  litigation  expenses 
are  running  so  high  that  --  - 

Mr.  Eooney.  This  item  covers  the  U.S.  attorneys  in  the  various 
districts  in  the  various  States  and  their  entire  staffs,  including  the 
clerical  help,  the  lawyers  who  try  the  cases,  and  so  on ; is  that  right  ? 

Mr.  Andretta.  Yes,  sir ; in  94  judicial  districts. 


REQUEST  IN  CONNECTION  WITH  MARSHALS  AT  LITTLE  ROOK 

Mr.  Kooney.  Tell  us  about  this  $900,000  request  in  connection  with 
marshals  at  Little  Eock.  How  much  was  actually  expended?  How 
many  marshals  for  how  long  and  so  forth  ? 

Mr.  Andretta.  Mr.  Chairman,  when  this  estimate  was  put  in  the 
budget  it  was  put  in  for  $1  million  back  in  the  fall  when  things  were 
really  hot.  We  thought  later  that  we  were  going  to  need  $900,000  in 
anticipation  of  any  trouble  in  connection  with  tlie  school  segregation 
cases.  We  recruited  a corps  of  deputy  marshals  and  .had  to  bring 
them  in  there  with  others  already  on  the  rolls,  and  to  pay  their  travel 
expenses,  overtime,  and  premium  pay.  The  result  was  that  in  mar- 
shaling this  specific  task  force  we  authorized  obligations  of  some 
$390,000. 

Mr.  Eooney.  You  want  to  change  this  requested  amount  from 
$900,000  to  $390,000? 

Mr.  Andretta.  No,  sir;  that  threw  us  behind  in  some  of  our  reg- 
ular operations  and  also  the  fact  that  we  are  running  over  on  some 
of  our  litigation  expenses  in  the  U.S.  attorneys  offices. 

Mr.  Eooney,  you  know  that  we  always  come  baek  for  litigation 
costs  on  the  U.S.  attorneys  appropriation. 

Mr.  Eooney.  I understand  that,  but  did  you  not  get  this  request 
for  $900,000  approved  in  the  Bureau  of  the  Budget  on  the  basis  that 
it  was  to  meet  extraordinary  situations  arising  in  certain  districts  as 
a result  of  the  Supreme  Court  decision  on  school  integration  ? 

Mr.  Andretta.  That  is  right. 

Mr.  Eooney.  How  do  you  now  justify  any  more  than  $390,000  ? 

Mr.  Andretta.  Except  this : It  will  save  our  coming  back  for  an- 
other supplemental  appropriation. 

Mr.  Eooney.  You  are  the  best  man  on  supplemental  I know  of. 

Tell  us  about  the  $390,000.  What  are  the  details  with  regard 
thereto  ? 

Mr.  Andretta.  The  details  are  $156,000  for  personal  services.  That 

is 

Mr.  Eooney.  How  many  people  ? 

Mr.  Andretta.  For  “Personal  services” ; that  is  $280,800  for  special 
deputy  marshals. 

Mr.  Thomas.  How  many  are  you  asking  for  ? 

Mr.  Andretta.  A total  of  110  special  deputy  marshals  were  em- 
ployed. 

Mr.  Eooney.  F or  how  long  and  how  much  ? 

Mr.  Andretta.  They  were  on  per  diem  pay,  so  the  rate 

Mr.  Eooney.  Could  you  break  that  down?  Is  this  a buckshot 
approach  or  can  you  break  down  this  $390,000  ? 

Mr.  Andretta.  Yes,  sir. 

$280,800,  as  I say,  is  for  personal  services  which  were 

Mr.  Eooney.  I am  talking  about  a little  further  breakdown  than 
that,  Mr.  Andretta. 

Mr.  Brown.  Mr.  Chairman,  they  were  appointed  generally  for  a 
period  of  3 months  and  the  actual  period  of  service  varied  within  that 
3-month  period.  We  can  give  you  a breakdown  of  that. 
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Mr.  Tv(X)ney.  MHiat  else  besides  that  ? 

Mr.  AxoRi-yrTA.  $80,000  for  travel  expenses. 

Mi\  I\ooNEY.  MHiere  do  you  hire  these  people  ? 

^^r.  Andketta.  They  were  hired  in  neighboring  areas  and  some  very 
few  locally.  They  were  taken  on  by  the  marshals  in  adjacent  dis- 
tricts but  not  in  that  particular  area.  Then  others  were  brought 
in 

Afr.  Eooxey.  They  are  all  off  the  payroll  now  ? 

Mr.  Andretta.  Yes,  sir ; they  are  all  off  now. 

Mr.  Rooney.  What  else? 

Mr.  Andretta.  We  had  to  buy  special  police  equipment  and  sup- 
plies to  the  tune  of  $10,100  and  we  had  a special  communication  serv- 
ice set  up  betw'een  here  and  that  area  such  as  a special  telephone  line 
and  other  extra  communication  costs  that  we  ran  up  in  keeping  in 
touch  back  and  forth.  That  cost  $5,200. 

We  had  some  special  contractual  service;  that  is,  for  fees  and 
things  like  that,  $1,000. 

Then  we  had  the  purchase  of  ammunition  and  other  equipment, 
$7,700,  and  $5,200  in  contributions  on  social  security  payments,  which 
adds  up  to  $400,000. 

Mr.  Rooney.  $400,000  ? You  gave  me  $390,000  before. 

Mr.  Andretta.  Yes,  $390,000. 

]\Ir.  Rooney.  Wliich  is  it  ? 

]\Ir.  Andretta.  It  is  $390,000,  Mr.  Chairman. 

Mr.  Rooney.  Will  you  please  insert  at  this  point  in  the  record,  if 
you  hope  to  get  this  money,  some  real  details  as  to  the  number  of 
people,  for  how  long,  how  many  days,  what  dates,  and  where  they 
came  from,  and  so  forth  ? 

IMr.  Andretta.  Yes,  sir. 

Mr.  Rooney.  And  the  rate  of  pay  ? 

Mr.  Andretta.  Yes,  sir. 

(The  information  follows:) 

Detailed  Information  Concerning  the  School  Integration  Program 


There  were  110  special  deputies  engaged  for  the  approximate  period  from 
August  15  through  November  30,  1958.  Due  to  adverse  local  sentiment,  it  was 
necessary  to  employ  the  services  of  special  deputies  from  the  adjacent  counties 
rather  than  the  immediate  local  area.  A general  rate  of  $28  per  day  was  fixed 
for  these  deputies,  and  many  were  on  duty  18  hours  a day. 

In  addition,  52  regular  deputies  were  detailed  to  Little  Rock  during  this  period 
from  the  following  districts  : 


Alabama : 

Northern 

Middle 

Southern 

Arkansas : Eastern 
Colorado 
Georgia : 

Northern 

Middle 

Southern 

Illinois ; Southern 
Indiana : Southern 
Kansas 

Kentucky : Western 
Louisiana : 

Eastern 

Western 


Mississippi : Northern 
Missouri : 

Eastern 
Western 
Oklahoma : 

Northern 
Western 
Tennesseee : 

Eastern 
Middle 
Western 
Texas : 

Northern 

Eastern 

Southern 

Western 
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Detail  of  obligations  authorized 


Object  classification 

01  Personal  services  Amount 

Temporary  employment $265,  200 

Premium  compensation  for  deputies  from  other  districts 15,  600 


Total  personal  services 280,  800 

02  Travel 80,  000 

04  Communication  services 5,  200 

07  Other  contractual  services 1,  000 

08  Supplies  and  materials  (ammunition  mostly). 10,100 

09  Equipment  (police-type) 7,700 

15  Taxes  and  assessments  (social  security  taxes) 5,200 


Total - 390, 000 


Mr.  Rooney.  Are  there  any  questions  with  regard  to  the  item, 
‘‘Salaries  and  expenses,  U.S.  attorneys  and  marshals”? 

Mr.  Thomas.  No  questions. 


Wednesday,  March  4,  1959. 


Fees  and  Expenses 

WITNESSES 

S.  A.  ANDRETTA,  ADMINISTRATIVE  ASSISTANT  ATTORNEY  GEN- 
ERAL 

E.  R.  BUTTS,  BUDGET  OFFICER 

JOHN  C.  BROWN,  ASSISTANT  BUDGET  OFFICER 


Program  and  financing 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 
(-f)  or  de- 
crease (— ) 

Program  by  activities: 

1,  Fact  witnesses  

$1, 475, 000 
225, 000 

$1, 475, 000 
325, 000 

2.  Expert  witnesses _ 

+$100, 000 

Total  program  (obligations) 

Financing:  Appropriation 

1, 700, 000 
1, 700, 000 

1, 800, 000 
1, 800, 000 

+100, 000 
+100, 000 

Object  classification 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 
(+)  or  de- 
crease (— ) 

07  Other  contractual  services: 

Per  diem  of  witnesses.  _ . 

$358, 000 

235. 000 

790. 000 

45. 000 

47. 000 

225. 000 

$358, 000 

235. 000 

790. 000 

45. 000 

47. 000 

325. 000 

Per  diem  in  lieu  of  subsistence.  

Mileage _ . ..  

Expenses  (Government  employees) 

Mental  examinations 

Expert  witnesses 

f $1C0, 000 

Total  program  (obligations) 

1,700,000 

1,  800, 000 

+100, 000 

Mr.  Rooney.  The  next  item  is  entitled  “Fees  and  expenses  of  wit- 
nesses.” 
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It  might  be  well  if  we  inserted  at  this  point  in  the  record  pages  23 
to  25,  inclusive. 

(The  pages  follow :) 

(H.  Doc.  58) 

Fees  and  Expenses  of  Witnesses 

Keqnest $100,  000 

Appropriation  to  date 1,  700, 000 

Obligations  to  Dec.  31,  1958 799, 424 

Expenditures  to  Dec.  31,  1958 676,  647 

Budget  estimate  next  fiscal  year 1,  700,  000 

Purpose  and  Need  for  Supplemental  Funds 

AMOUNT  requested  

In  addition  to  $1,700,000  currently  available  for  the  present  fiscal  year,  it  is 
estimated  that  $100,000  more  will  be  required  for  expert  witnesses  and  inform- 
ants, making  a total  estimate  of  $1,800,000 

EXPLANATION  OF  LANGUAGE  CHANGES 

Delete : $225,000.  Add : $325,000.  , 

For  the  period  July  1 through  January  31,  1959,  obligations  incurred  against 
the  expert  witnesses  and  informants  limitation  amounted  to  $189,975.  Based 
upon  these  commitments  for  7 months  of  this  fiscal  year,  it  is  estimated  that  the 
requirements  for  this  function  will  amount  to  at  least  $325,000,  or  $100,IKX)  over 
the  present  legal  limitation. 

The  number  of  expert  witnesses  engaged  and  their  fees  continue  to  increase. 
Larger  fees  are  being  paid  to  experts  in  the  fields  of  finance,  medicine,  specialized 
sciences,  real  estate  appraisals,  etc.,  in  keeping  with  inflationary  trends  in  the 
costs  of  all  personal  services. 

GENERAL  STATEMENT 

This  appropriation  provides  funds  for  the  payment  of  fees  to  witnesses  appear- 
ing in  the  U.S.  courts,  and  also  compensation  and  expenses  to  special  witnesses 
and  informants  that  are  authorized  by  the  Attorney  General.  - 

Experience  over  the  years  shows  that  it  is  impossible  to  control  or  project 
accurately  in  advance  the  amount  of  money  needed  for  this  appropriation. 

This  supplemental  does  not  contain  funds  for  “fact  witnesses,”  since  it  is 
believed  that  the  current  availability  ($1,475,000)  will  meet  our  requirements 
for  the  current  fiscal  year. 


Comparative  statement  by  months  {July  through  January)  showing  obligations 
1959  over  1958  for  the  limitation  ^‘Expert  witnesses  and  informants” 


Month 

1958  fiscal 
year 

1959  fiscal 
year 

July -- 

$48, 576 
13, 758 
11, 803 
26, 277 
21.722 
18, 939 
21, 421 

$32, 122 
40, 898 
.30, 359 
13,  728 
19, 725 
22,011 
31, 132 

August  

September - 

October 

November 

December 

January 

Total 

162, 496 

189, 975 

XOTE.— Increase  7 months  of  1959  over  same  period  1958  is  16.9  percent. 
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Mr.  Kooney.  The  request  is  in  the  amount  of  $100,000  for  this  pur- 
pose and  there  is  also  a request  for  some  language  which  appears  be- 
ginning at  page  85  of  the  committee  print. 

What  are  the  facts  with  regard  to  this  ? 

Mr.  Andretta.  Mr.  Chairman,  as  you  know  the  witness  appropria- 
tion is  entirely  imcontrollable.  We  pay  for  fact  witnesses  and  expert 
witnesses  out  of  this  appropriation.  The  $100,000  is  to  bring  us  up 
to  the  rate  of  expenditure  that  has  been  prevailing  in  the  last  couple  of 
years. 

Mr.  Kooney.  You  might  need  the  $100,000.  This  is  all  an  expert 
guess  based  on  the  rate  of  expenditure  of  funds,  and  if  it  is  not  used  it 
reverts  to  the  Treasury  on  J une  30 ; is  that  correct  ? 

Mr.  Andretta.  That  is  correct. 

EXPERT  witnesses 

Mr.  Kooney^.  What  about  this  requested  language  ? 

Mr.  Andretta.  The  language  covers  expert  witnesses.  The  cost  of 
them  has  been  going  up  steadily  each  year,  we  have  had  to  come  back 
and  raise  that  limitation  every  time.  In  1960,  we  have  requested  that 
we  not  have  a limitation  because,  again,  we  will  face  the  inflationary 
cost  of  expert  witnesses. 

Mr.  Rooney.  You  can  get  along  between  now  and  June  30  without 
this  language,  can  you  not  ? 

Mr.  Andretta.  No,  sir.  We  have  already  committed  $180,000  in 
the  first  6 months. 

Mr.  Rooney.  For  what? 

Mr.  Andretta.  For  expert  witnesses. 

Mr.  Thomas.  Mr.  Rooney,  may  I ask  a question  ? 

Mr.  Rooney.  Yes. 

Mr.  Thomas.  Does  the  $100,000  directly  tie  into  the  limitation  ? 

Mr.  Rooney.  Yes. 

Mr.  Thomas.  You  have  to  lift  your  limitation  if  you  give  a dollar; 
am  I right  or  wrong  ? 

Mr.  Brown.  We  are  running  all  right  on  the  fact  witnesses.  The 
increase  is  entirely  in  the  expert  category.  We  have  to  get  the  limita- 
tion raised  on  the  amount  available  for  experts. 

Mr.  Thomas.  You  have  to  raise  your  limitation  if  you  give  as  much 
as$l? 

Mr.  Brown.  That  is  correct. 

Mr.  Rooney.  What  are  the  details  with  regard  to  this  ? 

Mr.  Brown.  The  obligations  for  the  first  7 months  of  this  fiscal  year, 
are  $189,975  as  compared  to  $162,500  for  the  same  period  last  year, 
which  is  almost  a 17-percent  increase.  The  increase  we  are  asking  for 
in  the  limitation  is  to  cover  that  increase  on  an  annual  basis. 

Mr.  Rooney.  Are  there  any  questions  with  regard  to  fees  and  ex- 
penses of  witnesses  ? 

Mr.  Bow.  How  much  is  the  increase  for  informants  ? 

Mr.  Andretta.  We  are  spending  less  this  year,  Mr.  Bow,  for  in- 
formants than  we  have  up  until  now. 

Mr.  Bow.  That  is  all. 


Wednesday,  March  4, 1959 
Federal  Bureau  of  Investigation 


WITNESSES 

S.  A.  ANDRETTA,  ADMINISTRATIVE  ASSISTANT  ATTORNEY  GEN- 
ERAL 

E.  R.  BUTTS,  BUDGET  OFFICER 

JOHN  C.  BROWN,  ASSISTANT  BUDGET  OFFICER 


Program  and  financing 


1959 

presently 

available 

1959 

revised 

estimate 

1959  Increase 

Program  by  activities: 

1.  Security  and  criminal  investigations: 

(n)  Coordination 

$4, 855,  668 

5,  534,  976 
77, 218,  627 
8,  095,  791 
1,  732,  227 
696, 218 
4,  230,  922 

$5, 356,222 

6,104, 451 
84, 400, 073 
8, 906,  730 
1,  886, 160 
758, 430 
4,  563, 363 

$500, 554 

569,475 
7,181,446 
810, 939 
153,  933 
62, 212 
332,  441 

(6)  Maintenance  of  investigative  records  and  com- 
munications system 

(c)  Field  investigations 

2.  Identification  bv  fingerprints . 

3.  Operation  of  criminal  and  scientific  laboratory 

4.  Training  schools  and  inspectional  services..  ... 

5.  General  administration . 

Total  program  costs ... 

102,  364,  429 
-1,  519,  625 

111,  975,  429 
-1,  519,  625 

9,611,000 

6.  Relation  of  costs  to  obligations:  Costs  financed  from 
obligations  of  other  years,  net  (— ) 

Total  obligations 

100,  844,  804 
1, 655, 196 

110,455,804 
1,  655, 196 

9,  611,  000 

Financing:  1959  appropriation  available  in  1958 

New  obligational  authority 

102,  500, 000 

112,  111,  000 

9^  611,  000 

Object  Glassification 


DIRECT  OBLIOATIONS 

Total  number  of  permanent  positions, 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel 

03  Transportation  of  things ^ 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions. 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments 

Total  program  costs 

Relation  of  costs  to  obligations:  Costs  financed  from  obliga' 
tions  of  other  years,  net  (— ) 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 

14, 075 
4 

13, 599 
13,599 

14, 075 
4 

13, 599 
13, 599 

$80,  528, 3S0 
16, 500 
5,  414,  530 

$88, 895, 240 
18, 150 
5, 954,  520 

$8,366, 860 
1, 650 
539, 990 

85, 959, 410 
3, 837, 834 
535,  508 
1,605, 216 
466, 220 
171, 990 
1, 675, 334 
1, 398,  508 
1, 905,  059 
4,473,150 
71, 000 
265, 200 

94,  867, 910 
3, 837, 834 
535,  508 
1,780,216 
466,  220 
171, 990 
1,699,334 
1, 398,  508 
1, 905, 059 
4,  954,  500 
71,  000 
287, 350 

8, 908, 500 

175, 000 

24, 000 

481,350 

22,150 

102, 364, 429 
-1,  519,025 

111,975,429 
-1,  519, 625 

9,611,000 

100, 844, 804 

110, 455, 804 

9, 611, 000 

Total  obligations 
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Mr.  Rooney.  If  there  are  no  further  questions,  we  shall  now  turn 
to  page  86  of  the  committee  print,  the  item  entitled  ‘^Federal  Bureau 
of  Investigation,  Salaries,  and  Expenses.”  . ^ ^ . 

The  request  is  in  the  amount  of  $9,611,000,  of  which  $175,000  is 
for  postage  increases  and  $9,436,000  is  for  pay  increases.  . 

Who  will  direct  himself  to  justification  of  this  request? 

Mr.  Andretta.  I will,  Mr.  Chairman. 

Mr.  Rooney.  It  might  be  well  if,  at  this  point,  we  inserted  in  the 
record  pages  5 through  7 of  the  justifications. 

(The  pages  follow :) 

Justification  for  Supplemental  Appropriation  Request,  $9,611,000,  Fiscal 
Year  1959,  Federal  Bureau  of  Investigation 

A supplemental  appropriation  in  the  total  amount  of  $9,611,000  is  required 
by  the  Federal  Bureau  of  Investigation  for  the  fiscal  year  1959  to  cover  (1)  in- 
creased pay  costs  in  an  amount  of  $9,436,000  resulting  fi*om  the  provisions  of 
Public  Law  85-462,  approved  June  20,  1958,  and  (2)  increased  postage  rates 
effective  August  1,  1958,  provided  by  Public  Law  85-426,  approved  May  27,  1958. 
Separate  justifications  of  these  items  follow  : 

PAY  increases PUBLIC  LAW  8 5-4  62 

The  $9,436,000  being  requested  for  the  fiscal  year  1959  to  cover  the  cost  of  pay 
increases  provided  by  Public  Law  85-462  is  needed  because  the  statute  was 
enacted  subsequent  to  congressional  action  on  appropriations  for  that  fiscal  year. 
The  increases  are  mandatory  and  beyond  administrative  control.  There  are 
no  funds  available  from  any  source  with  which  to  meet  these  additional  costs. 

postage  rate  increases— PUBLIC  LAM’  8 5-4  26 

An  amount  of  $175,000  is  required  for  the  fiscal  year  1959  to  covei*  the  in- 
creases in  postage  rates  which  went  into  effect  August  1,  1958,  as  a result  of 
Public  Law  85-426,  approved  May  27,  1958.  As  in  the  case  of  the  pay  raises, 
the  postage  rate  increases  are  mandatory  and  cannot  be  administratively  con- 
trolled. No  savings  are  available  from  current  funds  to  meet  the  additional 
cost.  A breakdown  of  the  $175,000  increase  by  types  of  mail  service  follows: 


1st  class $44,  641 

3d  class : — 114,  517 

Airmail-. — 15,  842 


Total 175,  000 


The  FBI  is  unable  to  absorb  any  of  the  additional  pay  increa^  costs  and  the 
added  costs  resulting  from  the  postage  rate  increases.  It  is  imperative  that; 
the  FBI  obtain  supplemental  funds  to  defray  these  costs  because  increased  in- 
vestigative activity,  attributable  to  a number  of  factors,  has  resulted  in  increased 
costs  of  operation. 

The  FBI  field  staff  has  been  particularly  hard-pressed  to  handle  increasing 
workloads  concerned  Muth  the  security  of  the  Nation  and  to  handle  the  great 
increase  in  work  resulting  from  the  outbreak  of  bombings  and  threats  of  bomb- 
ings to  religious  and  educational  institutions  throughout  the  country.  There 
has  also  been  a marked  increase  in  many  categories  of  criminal-type  work  under 
the  Bureau’s  jurisdiction.  In  addition,  new  legislation  passed  subsequent  to 
the  submission  of  the  Bureau’s  budget  request  for  the  fiscal  year  1959  has  further 
expanded  its  responsibilities  and  has  added  to  our  cost  of  operation.  ^ 

This  Bureau,  as  a result  of  these  added  workloads  and  increased  demands 
on  its  manpower,  has  thoroughly  examined  its  operations  and  procedures  in 
ordeuAo  effect  every  economy- in  its  cost  of  operations.  Despite  the^  Spartan 
economies  effected,  our  resultant  costs  of  operations  dO'  not  permit  further 
absorption  of  any  additional  costs.  To  do  so  M^ould  seriously  impair  our  in- 
vestigative activities  in  these  fields  so  essential  to  the  internal  security  of  our 
country. 
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Mr.  ANDRjyrTA.  Mr.  Chairman,  this  item  is  strictly  for  legislative 
inci'cases.  In  other  words,  the  pay  raise  and  the  increase  in  postal 
rat^is. 

Mr.  Kooney.  The  postal  rate  increase  is  mandatory. 

Tell  us  about  these  pay  increases  and  what  effect,  if  any,  a cut  of 
10,  15,  20,  or  25  percent  would  mean? 

Mr.  Andriota.  This  would  have  a very  drastic  and  critical  effect 
on  the  operations  of  the  FBI.  It  just  would  mean  they  would  have  to 
close  up  shop  in  June.  You  can  see  what  would  happen  to  the 
])rotection 

Mr.  Rooney.  F or  how  long  ? 

Mr.  Andretta.  For  at  least  1 payday. 

Mr.  Rooney.  When  you  say,  “1  payday,”  you  mean  2 weeks? 

Mr.  Andretta.  That  is  right ; 2 weeks. 

Mr.  Rooney.  Are  there  any  questions  with  regard  to  this? 

(No  response.) 


Wednesday,  March  4, 1959. 
Bureau  of  Prisons 
WITNESSES 

J.  V.  BENNETT,  DIRECTOR 

R.  W.  MEIER,  BUDGET  OFEICER 

S.  A.  ANDRETTA,  ADMINISTRATIVE  ASSISTANT  ATTORNEY  GEN- 
ERAL 

E.  R.  BUTTS,  BUDGET  OFFICER 

J.  C.  BROWN,  ASSISTANT  BUDGET  OFFICER 

Salaries  and  Expenses 


Program  and  financing 


1969 

presently 

available 

1959 

revised 

estimate 

1959  increase 

Program  by  activities; 

1.  Custody,  care,  and  treatment  of  prisoners  in  Federal 
institutions: 

(a)  Custody --  -- 

$15, 795, 000 

5. 435. 000 
2, 615, 300 

2, 093,  700 

9. 468. 000 

1. 906. 000 
907, 000 

-1,312,896 
-2, 447, 000 

$15, 807, 000 

5. 646. 000 
2, 633, 300 

2, 204, 700 

9.668.000 

1.906. 000 
907, 000 

-1,312,896 

, $12, 000 
211,000 
18,000 

111,000 

200,000 

(6)  Subsistence  (including  farming  operations) 

(c)  Education  and  welfare . 

(d)  Clothing,  allowances,  medical  expenses,  re- 

leases, and  transfers..  -.  . 

2.  Maintenance  and  operation  of  iostitutions . 

3.  Medical  services  ..  

4.  General  administration  . . . .... 

5.  1959  program  obligated  in  1958 

Supplemental  required  for  pay  purposes . . ... 

Total  obligations 

2,  447, 000 

34,  460, 104 
1, 312, 896 

37, 459, 104 
1, 312, 896 

2,999,000 

Financing:  1959  appropriation  available  in  1958 

New  obligational  authority 

35, 773, 000 

38,  772, 000 

2,999,000 
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Object  classification  {obligation  basis) 


01 


1959 

presently 


1959 

revised 


1959  increase 


available 


estimate 


Personal  services; 


Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  service 

06  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments 

Subtotal. 

Deduct  quarters  and  subsistence  charges 

1959  program  obligations  in  1958 

Supplemental  required  for  pay  purposes 

Total,  Bureau  of  Prisons 

ALLOCATION  TO  PUBLIC  HEALTH  SERVICE,  DEPARTMENT  OF 


$23, 336, 000 
272, 900 
1,  259, 100 


$23, 336,  000 
272, 900 
1, 259, 100 


24, 868, 000 

394. 000 
297,  000 

177. 000 

835. 000 
36,  000 

388. 000 
7, 342, 000 

577. 000 
1, 650,  000 

40,  000 

10, 000 


24, 868, 000 
419,  000 

$25, 000 

317,  000 

20,  000 

188, 000 

11,000 

853, 000 

18,  000 

38, 000 

2, 000 

396,  000 

8, 000 

7, 809,  000 

467, 000 

577,  000 

1, 650, 000 

4i;ooo 

1,000 

10, 000 

36,  614,  000 
300,  000 
-1, 312, 896 
-2,  265,  000 


32,  736, 104 


37, 166,  000 
300,  000 
-1,312, 896 


35,  553, 104 


552,000 


2,  265,  000 
2, 817, 000 


HEALTH,  EDUCATION,  AND  WELFARE 


01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel 

03  Transportation  of  things 

07  Other  contractual  services 

11  Grants,  subsidies,  and  contributions:  Contributions  to 

retirement  fimd 

15  Taxes  and  assessments 

Supplemental  required  for  pay  purposes 

Total,  Public  Health  Service 


1,  716,  400 
1,300 
33,  200 

1,  716,  400 
1,300 
33,  200 

1,  750,  900 

1,  750,  000 

14,  000 

14,  000 

34,000 

34,  000 

3, 400 

3,400 

94,  700 

94,  700 

9, 000 

9, 000 

-182, 000 

182, 000 


1, 724, 000 


1, 906, 000 


182, 000 


Mr.  Eoonet.  We  shall  now  proceed  to  page  87  of  the  justifications. 
The  request  is  in  the  amount  of  $2,999,000  for  the  Federal  prison 
system  under  ‘‘Salaries  and  expenses.  Bureau  of  Prisons.” 

We  shall  at  this  point  in  the  record  insert  pages  1 through  5 of  the 
justifications. 

(The  pages  follows:) 

Salakies  and  Expenses,  Bureau  of  Prisons 


Request $2,  909,  000 

Appropriations  to  date 35,  773,  000 

Obligations  to  Dec.  31,  1958 ‘ 20,  836, 847 

Expenditures  to  Dec.  31,  1958 16,  591,  743 

Budget  estimate  next  fiscal  year 41,  600,  000 


^ Includes  $1,312,896,  1959  funds  obligated  in  fiscal  year  1958. 
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pi  iu’osE  AM)  n?:ed  for  supplemental  funds 

I)iH‘  to  circumstaiK'es  not  foreseeable  at  the  time  the  annual  estimates  for 
ilscMl  year  1 !>.".!)  submitted  to  Congress,  because  of  the  higher  and  uncon- 

trollable workload,  and  as  a result  of  new  legislation,  there  are  insufficient  funds 
In  this  appropriation  to  complete  the  year  without  incurring  a deficit.  Additional 
funds  ai-(‘  rc(iuir(‘d  for  the  purposes  listed  below  and  a narrative  justification 


for  each  it(‘in  also  follows  : 

I’urpose:  Amount 

Pay  increase $2,447,000 

Increased  prisoner  population 194,000 

Keplacement  of  depleted  inventories 358,000 

Total 2,999,000 

pint  increase,  ,000 


'I'his  amount  is  required  to  finance  the  cost  of  the  general  pay  increase  pro- 
vid(*d  for  all  (Massification  Act  employees  under  Public  Law  85-462  and  the 
salary  increases  included  for  commissioned  officers  of  the  Public  Health  Service 
under  I’ublic  Law  85-422.  The  full  amount  is  required  since  no  savings  can  be 
aicrued  in  the  regular  appropriation  because  of  the  sharply  increased  workload 
in  the  Ferleral  prison  system. 

The  total  prisoner  population  is  the  real  measure  of  workload  and  is  expected 
to  reach  a peak  of  22,860  in  fiscal  year  1959  as  compared  to  21,736  in  1958.  With 
the  critically  overcrowded  institutions  and  the  higher,  more  vicious,  and  ag- 
gr('ssive  i)risoner  population  the  full  authorized  complement  of  employees  is 
needed  at  all  times. 

'File  total  required  for  pay  increase  purposes  is  made  up  of  the  following: 
Ibireau  of  Prisons  personnel : 

Personal  services $2,121,000 

Retii’einent  and  insurance  contributions 144,000 

$2,  265,  000 

Public  Health  Service  personnel: 

Personal  services  (classified  employees) 77,000 

I’er.sonal  services  (commissioned  officers) 105,000 

182, 000 


Total 2,447,000 

The  pay  increases  for  the  Pureau  of  Prisons  personnel  and  the  Public  Health 
Service  classified  employees  were  computed  by  taking  10.2  percent  of  the  net 
cost  of  the  total  personal  services  funds  required  for  1959  plus  the  cost  of  the 
increased  retirement  and  insurance  contributions  resulting  from  the  pay  in- 
crease. The  contributions  were  computed  by  taking  6.83  percent  (6.5  percent 
for  retirement  and  0.33  percent  for  insurance)  of  the  applicable  increases.  The 
cost  of  the  pay  increase  for  the  Public  Health  Service  commissioned  officers  was 
computed  on  the  basis  of  the  actual  increase  for  each  officer  on  the  rolls. 

Increased  prisoner  population,  $19Jf,000 

The  1959  appropriation  includes  funds  for  the  direct  care  of  prisoners  based 
on  an  average  population  of  21,300. 

An  unanticipated  and  unprecedented  increase  in  the  number  of  prisoners  in 
our  care  during  the  first  6 months  of  the  current  year,  climaxed  by  a peak  of 
21,995  on  December  18,  1958,  dictated  a revision  of  the  estimated  ‘ average  for  the 
year.  This  total  was  1,130  higher  than  a year  ago  and  1,547  higher  than  2 years 
ago. 

The  number  of  prisoners  in  institutions  of  the  Federal  prison  system  is  always 
substantially  higher  in  the  last  half  of  the  fiscal  year  than  in  the  first  half. 
Current  studies  and  surveys  of  population  trends,  sentences,  parole  rates,  time 
served,  and  so  forth,  indicate  that  the  average  population  will  be  at  least  22  000 
for  fiscal  year  1959.  The  peak  population  is  expected  to  reach  22,800  before 
June  30,  1959.  The  additional  funds  required  for  this  activity  are  computed 
on  the  basis  of  an  increase  of  700  prisoners  at  a daily  cost  of  76  cents  per  man 
per  day,  or  $194,0CK). 
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Replacement  of  inventories  and  higher  cost  of  supplies  and  services,  $358,000 

The  increase  requested  is  urgently  needed  to  enable  the  Federal  prison  system 
to  operate  at  previous  program  levels  and  to  bring  inventories  of  critical  sup- 
plies up  to  a safe  margin.  It  is  of  the  utmost  importance  because  our  institu- 
tions are  critically  overcrowded — not  only  with  numbers  of  prisoners,  but  with 
many  more  of  the  difficult  types — long-term  offenders  in  for  serious  crimes, 
aggressive,  assaultive,  and  dangerous  men  who  will  attempt  escape  at  the  first 
opportunity.  Since  the  institution  allotments  have  been  insufficient  this  year, 
the  supply  inventories  have  had  to  be  reduced  and  needed  maintenance 
necessarily  postponed. 

The  total  is  required  for  the  direct  care  of  prisoners  and  for  the  day-to-day 
maintenance  and  operation  of  the  institution  plants  and  facilities.  Involved  in 
direct  care  is  the  food,  farm,  clothing,  medical,  welfare,  custodial,  educational, 
and  release  supplies  and  services.  The  cost  of  maintaining  and  operating  all 
the  utility  services,  motor  vehicle  fieets,  buildings,  roads,  walks,  and  grounds 
together  with  all  administrative  services  and  employee  transfer  expense  is  in- 
cluded under  the  maintenance  and  operation  heading. 

CARE  OF  PRISONERS 

Reports  from  the  institutions  refiect  sharp  increases  in  the  cost  of  commodi- 
ties and  services  for  the  direct  care  of  prisoners.  Farm  production,  while 
higher  at  the  majority  of  our  institutions,  has  refiected  losses  at  some  locations. 
At  Alderson,  W.  Va.,  the  vegetable  crop  was  an  almost  total  loss  because  of  a 
very  wet  growing  season  and  the  increased  cost  for  commercial  canned  goods 
alone  will  be  about  $12,000.  At  Terre  Haute,  Ind.,  and  Chillicothe,  Ohio,  flooded 
fields  resulted  in  losses  of  crops  and  soil  erosion  costing  in  excess  of  $20,000. 
The  33  percent  increase  in  postage  rates  will  cost  about  $30,000  throughout  the 
service,  making  a total  of  $62,000  for  specific  and  abnormal  needs  this  year. 
Inventories  have  been  reduced  and  many  institutions  have  found  it  necessary 
to  reduce  program  needs  to  stay  within  their  allocations. 

We  have  been  unable  to  keep  up  with  the  rising  cost  of  supplies  and  services. 
During  the  fiscal  years  1957  and  1958  prices  of  the  commodities  making  up  72 
percent  of  the  direct  care-of-prisoners  expenditures  increased  by  7.6  percent,  or 
$468,000,  according  to  the  price  index  of  the  Bureau  of  Labor  Statistics.  The 
increase  allowed  for  higher  direct  “care”  prices  in  the  appropriation  during  the 
same  period  and  for  fiscal  year  1959  totaled  only  $228,000,  or  4 percent,  thus 
reflecting  a shortage  of  $240,000  in  fiscal  year  1959  for  price  increases  of  the 
current  and  2 previous  years. 

To  summarize  the  additional  care-of-prisoners  needs : 

For  specific  farm  losses  and  postage  rate  increase , $62, 000 

Difference  between  higher  prices  and  increases  allowed,  fiscal  years 

1957-59 240,000 


Subtotal 302,  000 

Less  estimated  amount  to  be  absorbed  through  increased  farm  production 

and  intensified  acquisition  of  surplus  supplies 144,  000 


Total  requested  for  care  of  prisoners-^ 158,  000 

MAINTENANCE  AND  OPERATION 

Increased  costs  resulting  from  higher  prices  of  supplies  and  services,  increased 
consumption  due  to  the  higher  inmate  population  and  deferred  maintenance  will 
require  $200,000  additional  for  the  maintenance  and  operation  of  the  institution 
plants. 

The  gross  cost  of  the  three  major  utilities — fuel,  water,  and  electricity — in- 
creased due  to  higher  prices  and  population  by  $121,264  in  1958  over  1957.  In- 
creases in  the  cost  of  other  commodities  used  in  the  maintenance  functions  aver- 
aged 2.4  percent  in  the  past  year  for  a total  of  $67,000.  Increased  consumption 
of  commodities  such  as  minor  equipment,  cleaning  supplies,  administrative  items, 
vehicle  supplies,  etc.,  due  to  higher  population  during  the  current  year  will  cost 
$66,000.  The  backlog  of  deferred  minor  maintenance  jobs  likewise  has  increased 
from  $238,000  a year  ago  to  $276,000  in  the  current  year.  Prompt  action  on  these 
projects  is  required  to  maintain  the  institutions  in  a safe  and  economical  operat- 
ing condition. 
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In  addition,  we  have  experienced  some  uncontrollable  increases  in  tbe  current 
year  including  higher  water  rates  at  Englewood,  Colo.;  Lewisburg,  Pa.;  Peters- 
burg, Va. ; and  Texarkana,  Tex. ; increased  sewerage  rates  at  La  Tuna,  Tex.,  and 
Springfield,  Mo.;  freight  charges  have  gone  up  as  well  as  passenger  transporta- 
tion costs  and  the  cost  of  gas,  coal,  electricity,  gasoline,  fuel  oil,  building  mate- 
rials, and  cleaning  supplies.  These  current  increases  will  have  to  be  absorbed 
soimdiow.  To  summarize,  the  $200,000  requested  is  computed  as  follows: 


For  increa.s(Ml  cost  of  utilities  in  fiscal  year  1958  by  reason  of  higher 

prices $121,  000 

Increase  in  cost  of  other  maintenance  supplies  and  services 67,  000 

Increased  consumption  of  maintenance  supplies  and  service  because 

of  higher  population 66,  000 

To  reduce  backlog  of  minor  maintenance  jobs  to  about  the  1958  level 43,  000 


Subtotal 297,  000 

Less,  increase-  for  higher  prices  allowed  in  1959  appropriation —97,  000 


Total  requested  for  maintenance  and  operation 200, 000 


Mr.  Rooney.  $2,999,000  as  requested  is  made  up  of  three  items : 
one,  pay  increases  in  the  amount  of  $2,447,000;  increase  of  popula- 
tion, $194,000;  and  to  replace  “depleted  inventories,”  $358,000. 

"\\^at  do  you  have  to  say  about  this,  Mr.  Bennett? 

PAY  ACT  INCREASE 

Mr.  Bennett.  Mr.  Chairman  and  gentlemen,  the  pay  increase  item 
is  the  10.2  percent  authorized  by  the  last  Congress. 

Mr.  Rooney.  What  was  your  total  pay  increase  money  ? 

Mr.  Bennett.  $2,447,000. 

Mr.  Rooney.  You  have  not  been  able  to  absorb  any  of  it? 

Mr.  Bennett.  No,  sir.  We  cannot  absorb  any  of  it,  Mr.  Chairman, 
because  of  the  steadily  increasing  population  in  our  institutions. 

There  has  been  no  letup  in  pressures. 

Mr.  Thomas.  Will  you  yield  to  me,  Mr.  Chairman? 

Mr.  Rooney.  Yes. 

Mr.  Thomas.  Did  I not  read  in  the  paper  the  other  day  where  your 
friend,  the  President,  bestowed  or  hung  upon  you  a great  big  medal 
for  distinguished  Federal  civilian  service? 

We  just  want  to  join  and  commend  Mr.  Bennett,  too. 

Did  I understand  you  to  say  that  you  did  not  absorb  any  of  the 
pay  raise  ? 

Mr.  Rooney.  No. 

Mr.  Thomas.  Did  they  take  that  into  consideration  before  they 
hung  that  big  medal  on  him  ? 

Congratulations,  anyway. 

Mr.  Rooney.  He  did  not  come  along  with  this  story  until  after  he 
received  the  medal.  He  was  certainly  entitled  to  the  medal,  though. 
I think  he  is  one  of  the  greatest  public  servants  we  have  in  the  Govern- 
ment even  though  we  disagree  very  often. 

Mr.  Bennett.  I would  like  to  say  that,  by  way  of  absorbing  some 
of  the  pay  raise,  we  have  had  an  increase,  in  the  past  year,  of  approxi- 
mately 1,100  men  in  our  institutions  without  additional  employees. 
And  I appreciate  very  much  your  complimentary  remarks,  Mr.  Chair- 
man and  Congressman  Thomas.  It  was  indeed  a great  honor  to  receive 
the  President’s  award  for  Distinguished  Federal  Civilian  Service  and 
I value  it  very  highly. 
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Mr.  Thomas.  If  you  get  by  Mr.  Eooney,  that  will  be  all  right  with 
me. 

Mr.  Bennett.  Under  our  ratio  of  five  prisoners  per  employee  we 
would  have  been  entitled  to  some  200  additional  employees.  There 
is  not  a single  additional  employee  requested  in  this  supplemental. 

Mr.  Eooney.  What  would  be  the  consequences  of  a cut  in  this 
$2,447,000? 

Mr.  Bennett.  Mr.  Chairman,  I really  do  not  know.  I have  given 
a great  deal  of  thought  to  that  matter  before  I came  up  here.  We  can- 
not close  down  these  institutions. 

Mr.  Eooney.  You  cannot  send  the  prisoners  home  for  a couple  of 
weeks  ? 

Mr.  Bennett.  We  cannot  send  the  prisoners  home  for  a couple  of 
weeks  or  furlough  them.  1 do  not  Imow  what  we  would  do  other 
than  to  try  and  hold  back  the  prisoners  in  the  local  jails  so  as  to  cut 
down  on  the  ingress.  Perhaps  we  would  have  to  take  more  goods  off 
of  our  shelves  and  further  deplete  our  inventories.  We  are  already 
running  behind  because  of  higher  prices  and  prisoner  population,  and 
we  would  have  to  simply  postpone,  Mr.  Chairman,  this  supplemental 
appropriation  for  your  committee  to  consider  another  year. 

INCREx\SED  PRISONER  POPULATION 

Mr.  Eooney.  What  is  the  basis  of  this  requested  $194,000  for  in- 
creased prison  population  ? 

Mr.  Bennett.  That  is  to  take  care  of  the  food,  clothing,  etc  for  the 
additional 

Mr.  Eooney.  This  is  based  on  a formula  of  76  cents  a day  per  in- 
mate ? 

Mr.  Bennett.  You  have  a wonderful  memory,  Mr.  Chairman. 

Mr.  Eooney.  I just  looked  at  the  page.  It  is  very  simple. 

Mr.  Bennett.  That  is  correct,  sir. 

It  is  76  cents  per  man  per  day  for  the  cost  of  food,  clothing,  release 
items,  and  so  on. 

Mr.  Eooney.  Now  we  get  to  the  interesting  item. 

REPLACEMENT  OF  DEPLETED  INVENTORIES 

Three  hundred  and  fifty-eight  thousand  dollars  “replacement  of  de- 
pleted inventories.” 

How  do  you  have  the  nerve  to  come  here  with  a thing  like  this  ? 

Mr.  Bennett.  Those  are  the  facts  of  life,  Mr.  Chairman.  That  is 
the  amount  of  money  needed  to  take  care 

Mr.  Eooney.  You  have  every  nickel  that  you  asked  for  last  year, 
do  you  not  ? 

Mr.  Bennett.  Yes,  but  since  that  time  we  have  had  two  or  three 
things  happen  to  us.  We  have  had  an  increase  in  population  and  we 
have  had  a considerable  increase  in  the  price  of  many  supplies  and 
services — utilities,  particularly. 

Mr.  Eooney.  You  not  only  got  everything  you  asked  for  last  year, 
without  a nickel  cut,  but  you  also  got  a new  institution  out  in  Arizona 
by  courtesy  of  Senator  Hayden. 

Mr.  Bennett.  Yes,  sir;  and  it  helped  us  with  this  ever-increasing 
workload. 
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You  liav(*  a vtM  v sharp  pencil,  Mr.  Chairman,  and  yon  kept  us 
down  to  tliis  Th  cents  per  man  per  day.  We  have  had  to  absorb  in- 
ci'ea^es  in  the  cost  of  practically  everything  for  the  direct  care  of 
pi'isoners. 

d'hi'  cost  of  gas,  fuel,  water,  electricity,  and  so  on,  also  went  up. 
'rii(*s(‘  have  all  been  very  carefully  studied  and  I will  be  happy  to 

Mr.  Kooxky.  Wait  a minute. 

I low  much  of  tlie  postal  increase  is  in  this $358,000? 

Ml*.  BH.\xF/rr.  $30,000. 

M r.  Kooxey.  What  else  is  in  it?  Do  you  have  a breakdown  of 
that  ? 

Mr.  Bexxeiw.  It  is  pretty  well  reflected,  Mr.  Chairman,  in  this 
statement  on  ])ages  4 and  5 of  our  justifications. 

Afr.  Kooxey.  Where  is  the  $30,000  mentioned? 

Afr.  Ml  UER.  Tlie  third  paragraph  on  page  4,  sir. 

Mr.  Kooxey.  It  will  cost  about  $30,000  a year,  it  says. 

Are  tliere  any  questions  with  regard  to  this,  gentlemen? 

iNfr.  Thomas.  No. 

Mr.  Bow.  Did  I understand  you  to  say  that  you  would  have  to  close 
up  shop? 

^fr.  Bennett.  No  ; I cannot  close  up  shop. 

]\fr.  Bow.  I did  not  think  so.  I thought  you  said  you  might  have 
to  close  up  shop  and  furlough  these  people  and  that  was  not  my  recol- 
lection at  all. 

Mr.  Bennett.  No,  sir.  I was  being  a little  facetious  at  that  point., 

I cannot  close  up  shop  and  sleep  nights  with  some  of  these  fellows 
loose  that  we  have. 

Mr.  Bow.  You  would  be  running  into  a deficiency,  would  you  not? 

Mr.  Bennett.  It  would  simply  be  carrying  our  urgent  needs  over 
until  next  year. 

Mr.  Kooney.  Are  there  any  questions  concerning  this  item,  salaries 
and  expenses.  Bureau  of  Prisons? 

Support  of  U.S.  Prisoners 


Program  and  financing 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 

Program  by  activities:  Care  of  U.S.  prisoners  in  non-Federal 
institutions  (total  obligations)  * 

$2, 600, 000 
2, 600, 000 

$3, 100, 000 
3, 100, 000 

$500, 000 
500, 000 

Financing:  New  obligational  authority 

Object  classification 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 

07  Other  contractual  services  ..  

08  Supplies  and  materials.  _ . - : 

$2, 583, 000 
1, 000 
15, 000 
1, 000 

$3, 083, 000 
1, 000 
15, 000 
1,000 

$500, 000 

11  Grants,  subsid'es,  and  contributions  _ 

15  Taxes  and  assessments.  _ 



Total  obligations.  

2,  600, 000 

3,100,000 

500, 000 

If  not,  we  shall  pass  on  to  the  final  item  under  this  heading  wdiich 
is  entitled  “Support  of  U.S.  Prisoners”  where  the  additional  amount 
of  $500,000  is  requested. 

Before  I ask  questions  with  regard  to  this  item,  we  shall  insert 
pages  1 and  2 of  these  justifications  at  this  point  in  the  record. 

(The  pages  follow:) 

Support  of  U.S.  Prisoners 


Request $500,  000 

Appropriation  to  date 2,  600,  000 

Obligations  to  Dec.  31,  1958 1,  464, 178 

Expenditures  to  Dec.  31,  1958 881,418 

Budget  estimate,  next  fiscal  year 3, 100,  000 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  Bureau  of  Prisons  contracts  with  suitable  state  and  local  jails  for  board- 
ing Federal  prisoners  for  short  periods  of  time,  such  as  before  and  during 
trial,  awaiting  transfer  to  a Federal  institution  following  conviction,  or  com- 
mitments for  short  sentences.  The  expenditures  from  this  appropriation  are 
directly  related  to  the  number  of  prisoners  apprehended  and  committed  to  the 
various  non-federal  institutions  and  fluctuate  in  relation  to  the  jail  days.  An 
additional  appropriation  of  $500,000  is  requested  to  supplement  the  amount  of 
$2,600,000  which  has  been  appropriated  for  this  purpose  and  will  make  a total 
of  $3,100,000  available  for  the  year. 

The  additional  funds  are  required  due  to  an  increase  in  jail  days  and  per 
capita  costs.  Of  the  194  contracts  renewed  in  Fiscal  Year  1958  some  37  percent 
were  at  higher  rates  which  reflect  an  increased  cost  in  1959  of  approximately 
$140,000.  Since  the  start  of  Fiscal  Year  1959,  a total  of  43  contracts  have  been 
renewed  with  an  average  increased  cost  of  29  percent  for  a total  of  about 
$55,000  for  these  contracts  during  the  year  1959.  As  other  contracts  are  renewed 
from  time  to  time  this  year,  the  same  ratio  of  increase  can  be  expected. 

The  average  cost  of  caring  for  Federal  prisoners  in  the  District  of  Columbia 
institutions  in  1958  was  $2.99  per  man  per  day.  Based  on  billings  for  the  first 
six  months,  this  cost  is  expected  to  increase  to  $3.58  in  1959  or  a total  increase 
of  $107,000  for  the  year.  The  cost  of  prisoners  jail  days  in  institutions,  exclud- 
ing the  District  of  Columbia,  is  expected  to  average  $2.49  per  capita  for  a total 
increase  of  $393,000  for  Fiscal  Year  1959. 

The  amount  of  $2,600,000  appropriated  for  fiscal  year  1959  actually  pro- 
vided for  only  1,027,668  jail-days  at  the  estimated  per  capita  cost  of  $2.53.  The 
increase  in  the  cost  of  prisoners  boarded  in  the  District  of  Columbia  jail,  the 
estimated  increase  in  the  contract  cost  of  keeping  prisoners  in  other  non-Federal 
institutions  and  the  overall  increase  in  the  total  jail-days  for  the  year  result 
in  a new  and  more  accurate  estimate  of  1,157,250  jail-days  at  an  average  cost 
of  $2.68  per  man  per  day.  A distribution  of  the  revised  estimates  for  1959 
follows:  ’ 


District  of  Columbia  Jail : 

Jail  days 

Cost 

Per  capita 

Other  non-Federal  institutions : 

Jail  days 

Cost 

Per  capita 

Total : 

Jail  days 

Cost  

Per  capita 


203,  700 
$729,000 
$3.  58 

953,  550 
$2,  371,  000 
. $2.49 

1, 157,  250 
$3, 100,  000 
$2.  68 
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'I'lK*  ai)proi)iiatiou  language  provides  for  the  additional  amount  of  $500,000 
for  th(‘  same  piiri)Oses,  subject  to  the  conditions  set  forth  in  the  original  appro- 
jiriatioii  toxt. 

KKI’OKT  OX  CONDITIOXS  PREVAILING  IN  LOCAL  JAILS 

ATr.  K(H)ney.  Wliat  is  this  I reaxi  in  this  morning’s  newspaper 
jihout  your  refusing  to  give  some  information  to  Congressman  Moss? 

Mr.  I^KNNLrr.  About  the  disclosure  of  reports  on  the  investigations 
and  surveys  we  make,  studies  we  make  of  local  jails? 

Mr.  Rooney.  That  is  right. 

Mr.  Bknnetl't.  Yes. 

Mr.  Rooney.  That  is  in  connection  with  the  money  to  pay  local 
})risous  for  tlie  part,  of  the  population  which  is  made  up  of  Federal 
prisoners? 

Ml-.  Bennett.  That  is  correct,  sir. 

Mr.  Rooney.  Tell  us  about  that. 

^[r.  Bennett.  Congressman  Moss  wrote  and  asked  us  if  we  could 
disclose  the  full  text  of  these  reports  detailing  the  conditions  prevail- 
ing in  the  local  jails.  We  wrote  back  and  said  that  these  were  reports 
used  and  needed  for  the  operation  of  our  institutions  and  in  order 
to  supply  us  with  information  to  determine,  incidentally,  how  much 
we  should  allow  as  per  diem  expenses  for  the  board  of  prisoners.  We 
relate  the  amount  of  money  that  we  pay  a local  jail  according  to  the 
amount  of  food,  guards,  services  and  so  on. 

!Mr.  Rooney.  Mr.  Bennett,  if  we  were  to  respectfully  ask  you  to 
bring  up  every  single  one  of  those  reports  in  order  to  get  to  the  back- 
ground of  this  $500,000, 1 assume  you  would  do  so  ? 

Mr.  Bennett.  Delighted  to  do  so,  sir. 

Mr.  Rooney.  Is  it  your  position  that  you  do  not  feel  the  reports 
should  be  disseminated  far  and  wide  because  it  is  an  operation  that 
you  use  in  arriving  at  the  amount  of  money  you  should  pay  and  under 
what  circumstances? 

JMr.  Bennett.  That  is  correct,  sir.  These  reports  contain  com- 
ments upon  the  character  of  the  service  rendered  us,  upon  what  be- 
comes of  the  funds  we  pay  them,  whether  all  of  this  money,  frankly,, 
goes  to  the  purpose  for  which  the  contract  provides,  or  whether  it  is 
used  for  other  purposes. 

Mr.  Boland.  You  want  to  keep  it  confidential  ? 

Mr.  Bennett.  We  are  guests  in  these  local  jails  and  we  have  to 
work  with  these  sheriffs  and  to  disclose  frankly  all  of  these  things 
would  possibly  result  in  our  being  put  out  of  the  jails. 

Mr.  Rooney.  The  Subcommittee  on  Appropriations  for  the  Depart- 
ment of  Justice  has  seen  many  such  reports  over  the  years  and  has 
inspected  them  with  the  purpose  in  mind  of  determining  whether  or 
not  your  requests  were  justified. 

Mr.  Bow.  Would  you  yield  to  me  at  this  point? 

Mr.  Rooney.  Yes. 

Mr.  Bow.  I would  like  to  say  that  Mr,  Bennett  has  never  refused, 
in  any  instance,  to  turn  over  material  to  the  Subcommittee  on  Appro- 
priations for  a determination  of  his  budget. 

Mr.  Rooney.  That  is  exactly  so. 
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SUPPORT  OF  U.S.  PRISONERS  IN  NON -FEDERAL  JAILS 

"Wliat  about  this  ipqiiested  $500,000  ? 

^Ir.  Bennett.  Mr.  Chairman,  you  and  I made  the  most  intelligent 
guess  we  could  as  to  how  many  prisoners  we  would  have. 

Mr.  Kooney.  We  were  always  guessing. 

^Ir.  Bennett.  That  is  right.  We  made  that  guess  some  14  months 
ago  and  the  crime  rate  has  increased,  Mr.  Chairman,  particularly 
among  young  people.  There  are  more  automobiles  being  stolen  and 
more  problems  in  law  enforcement,  particularly  in  certain  areas  of 
the  countr}\  The  number  of  people  arrested  has  increased  and  the 
per  capita  cost  charged  by  the  jails  has  increased.  That  is  all  there  is 
to  it. 

Mr.  Koonet.  If  the  money  you  request  is  not  fully  expended  for 
the  purpose  for  which  it  is  requested,  it  would  revert  to  the  Treasuiy 
on  June  30 ; is  that  correct? 

Mr.  Bennett.  Yes,  sir. 

Mr.  Kooney.  This  is  on  the  basis  of  an  expert  guess  in  view  of 
present  conditions  and  trends  with  regard  to  rates,  population,  and 
so  forth ; is  that  correct  ? 

IVIr.  Bennett.  Yes,  sir. 

Mr.  Rooney.  Are  there  any  questions  ? 

]Mr.  Boland.  May  I make  an  inquirj^  ? 

PER  DIEM  COST  PER  PRISONER  IN  LOCAL  JAILS 

What  is  the  per  diem  cost,  per  prisoner,  in  these  local  jails? 

Mr.  Bennett.  They  average  throughout  the  country,  ~ $2.68  per 
man  per  daj. 

Mf.  Boland.  Yom'S  is  76  cents  per  day  ? 

Mr.  Bennett.  That  is  a different  item.  My  item  of  76  cents  covers 
food,  clotliing,  medical,  educational,  custodial,  release  costs,  and  so- 
f oif  h.  It  does  not  include  personnel  costs. 

reason  for  sending  prisoners  to  local  jails 

Mr.  Boland.  What  is  the  basis  on  sentencing  these  prisoners  to- 
local  institutions  ? How  long  ? What  is  the  short  sentence  ? 

Mr.  Bennett.  First  of  all,  we  have  a group  that  is  there  awaiting 
trial  and  there  are  the  detained  witnesses.  In  addition  to  that,  they 
can  serve  in  the  local  jails  up  to  1 year,  and  how  long  we  keep  them  in 
those  jails  depends  upon  whether  or  not  tho  jail  is  overcrowded. 
The  situation  nowadays  is  that  the  local  sheriff  wants  us  to  take  them 
out  immediately  because  his  j ail  is  overcrowded. 

Mr.  Boland.  Apparently,  it  is  cheaper  for  the  Bureau  to  keep' 
these  prisoners  confined  to  local  jails  on  the  basis  you  have  justified 
here,  instead  of  transferring  them  to  a Federal  prison  which  might 
be  fairly  close  ? 

Mr.  Bennett.  In  some  cases,  yes  and  in  some,  no. 

Our  major  institutions  operate  less  on  overall  cost  than  the  average 
local  jail.  It  depends  on  where  the  jail  is. 

A jail  in  a large  city  like  Los  Angeles,  Detroit,  or  New  York,  is 
usually  more  expensive. 

Mr.  Boland.  That  is  all.  Thank  vou. 

t/ 
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Wednesday,  March  4, 1959. 

(’ommiSkSiox  ox  ixternatioxal  rules  of 

JUDICIAL  PROCEDURE 

WITNESSES 

M.  R.  WILKEY,  ASSISTANT  ATTORNEY  GENERAL,  OFEICE  OF  LEGAL 
COUNSEL 

H.  L.  JONES,  STAFF  DIRECTOR 

S.  A.  ANDRETTA,  ADMINISTRATIVE  ASSISTANT  ATTORNEY  GEN- 
ERAL 

E.  R.  BUTTS,  BUDGET  OFFICER 

JOHN  C.  BROWN,  ASSISTANT  BUDGET  OFFICER 

Salaries  and  Expenses 


Program  and  financing 


1958  actual 

1959  estimate 

1960  estimate 

Program  by  activities:  Commission  and  Advisory  Committee 
on  International  Rules  of  Judicial  Procedure  (total  costs, 
obligations).. 

$25, 500 

$49,  500 
49,500 

Financing: 

Unobligated  balance  brought  forward 

Unobligated  balance  carried  forward 

49,  500 

Appropriation  (new  obligational  authority) 

75, 000 

Object  classification 


1958  actual 

1959  estimate 

1960  estimate 

Total  number  of  permanent  positions  ..  ..... 

Full-time  equivalent  of  all  other  positions 

2 

2 

9 

2 

5 

A verage  number  of  all  employees . 

N umber  of  employees  at  end  of  year  _.  

01  Personal  services:  Positions  other  than  permanent..  . 

02  Travel..  - ...  . ... .... 

$17, 150 
5, 000 
250 
500 

$34,  350 
10, 000 
250 
1,800 
1, 000 
1,  000 
200 

03  Transportation  of  things  . . . 

04  Communication  services  

06  Printing  and  reproduction.. . ._  .. 

07  Other  contractual  services . .... 

500 

300 

1,000 

400 

08  Supplies  and  materials..  . . 

09  Equipment  . .... 

] 5 Taxes  and  assessments 

900 

Total  costs  (obligations) 

25,  500 

49,  500 

Mr.  Rooney.  The  final  item  is  quite  an  astounding  one  entitled 
“Commission  on  International  Rules  of  Judicial  Procedure.” 

This  is  a request  in  the  amount  of  $75,000  for  a period  of  9 months 
from  April  1,  1959.  This  Commission  was  set  up  on  September  2, 
last,  under  Public  Law  85-906. 

We  shall  at  this  point  insert  in  the  record  pages  2 and  3 of  these 
justifications. 
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(The  pages  follow:) 

(H.  Doc.  58) 

Salaeies  and  Expenses,  Commission  on  International  Rules  of  Judicial 

Procedure 

Request  for  9 months  from  Apr.  1, 1959 $75,  000 

purpose  and  need  for  new  funds 

The  act  of  September  2,  1958  (Public  Law  85-908),  established  the  Com- 
mission on  International  Rules  of  Judicial  Procedure  to  “investigate  and  study 
existing  practices  of  judicial  assistance  and  cooperation  between  the  United 
States  and  foreign  countries  with  a view  of  achieving  improvements.”  The 
following  are  the  statutory  duties  of  the  Commission  : 

“(a)  Draft  for  the  assistance  of  the  Secretary  of  State  international  agree- 
ments to  be  negotiated  by  him  ; 

“(&)  Draft  and  recommend  to  the  President  any  necessary  legislation; 

“(c)  Recommend  to  the  President  such  other  action  as  may  appear  advisable 
to  improve  and  codify  international  practice  in  civil,  criminal,  and  admin- 
istrative proceedings ; and 

“(d)  Perform  such  other  related  duties  as  the  President  may  assign.” 

In  addition,  the  Commission  shall  submit  to  the  President  reports  for  trans- 
mission to  the  Congress.  Under  existing  law,  its  final  report  is  required  to-  be 
submitted  prior  to  December  31,  1959. 

The  new  act  also  establishes  an  Advisory  Committee  of  15  members  and  auth- 
orizes the  appointment  of  a Director  of  the  Commission  and  an  administrative 
staff.  The  act  further  provides  that  the  Commission  and  Advisory  Committee 
shall  terminate  and  wind  up  their  affairs  prior  to  December  31, 1959. 

The  three  public  members  of  the  Commission  are  authorized  to  be  compen- 
sated on  a per  diem  basis  of  $50  when  engaged  in  the  actual  performance  of 
the  duties  of  the  Commission  and  are  to  be  reimbursed  for  their  travel,  sub- 
sistence, and  other  expenses  incurred  by  them  in  the  performance  of  such  duties. 

In  addition  to  the  compensation  of  the  public  members  of  the  Commission  and 
of  the  travel  and  other  expenses  of  the  Commission  and  the  Advisory  Committee, 
it  will  be  necessary  to  provide  for  the  salaries  and  miscellaneous  operating 
expenses  of  the  director  and  administrative  staff  of  the  Commission. 

It  is  estimated  that  the  compensation  of  the  three  public  members  of  the 
Commission  and  the  travel  and  other  expenses  of  members  of  the  Commission 
and  the  Advisory  Committee  will  aggregate  $27,000  in  the  current  and  ensuing 
fiscal  years.  In  addition,  the  salaries  of  the  director  of  the  Commission  and 
a proposed  administrative  staff  consisting  of  two  attorneys  and  three  clerical 
employees  and  the  necessary  operating  expenses  of  his  oflice  will  amount  to 
$48,000. 

Since  the  life  of  the  Commission  covers  parts  of  2 fiscal  years,  it  is  requested 
that  the  appropriation  covering  its  activities  likewise  be  made  available  during 
the  2 fiscal  years  involved. 

General  Statement 

Mr.  Rooney.  Mr.  Wilkey,  what  do  you  have  to  say  about  this  ? 

Mr.  WiLKEY.  Mr.  Chairman,  the  Commission  on  International  Rules 
of  Judicial  Procedure  is  a study  group  designed  to  study  and  rec- 
ommend possible  treaties  or  possible  legislation  to  assist  the  working 
lawyers  of  the  country  and  the  litigants  in  American  courts  in  obtain- 
ing evidence  abroad,  in  the  service  of  documents,  and  in  the  proof  of 
foreign  law  in  American  courts. 

For  many,  many  years  there  has  been  frustration  in  litigation  in 
this  country  and  also  in  foreign  courts,  for  that  matter,  when  they 
would  try  to  secure  evidence  and  documents  for  use  in  this  country, 
because  of  the  differences  in  legal  systems  of  the  various  countries  of 
the  world.  ^ That  applies  not  only  between  ourselves  and  the  common 
law  countries,  but  to  a much  greater  degree  between  ourselves  and  the 
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1. Ml  ill  American  couiiti-ies  wliicli  are  based,  as  you  know,  on  tlie  civil 
law. 

'I'll is  ( 'oimnission  is  to  study  and  work  out  possible  arrangements 
u liicli  will  1)0  formalized  by  treaties  or  agreements  between  the  na- 
tions inv()lv(Ml  or,  in  some  cases,  by  legislation  recommended  to  the 
( ’ongi'(‘ss  to  amend  the  Judicial  Code  of  the  United  States  to  make 
proof  of  foreign  law,  the  servicing  of  documents,  and  the  gathering 
of  (‘vidence  in  foreign  countries,  possible. 

Koi-  exam])le,  tlie  concept  of  taking  a deposition  as  we  know  it  in 
out  coinfs  is  not  known  in  most  foreign  countries. 

In  Switzerland,  the  law  is  so  severe  that  a few  years  ago  in  litiga- 
tion ai’ising  from  Holland,  some  Dutch  people  were  thrown  in  jail 
for  attem|)ting  to  take  a deposition.  That  was  a violation  of  Swiss 
law.  llie  Swiss  regard  that  as  an  execution  of  the  judicial  function 
and  the  idea  of  two  counsel  sitting  down  with  the  court  reporter 
and  the  parties  present  and  the  witnesses  and  taking  a deposition 
which  may  or  may  not  be  used  in  court,  is  simply  unknown  to  them. 
'Fhat  would  be  done  only  by  the  judge  and  the  judge  would  ask  the 
cjiiestions,  not  the  counsel. 

It  is  necessary  to  reconcile  these  different  judicial  philosophies  to 
make  working  arrangements  to  speed  and  assist  litigation  in  our 
courts.  Of  course,  the  arrangement  will  be  reciprocal  and  would 
hel])  foreigners  also  get  evidence  from  Americans  for  use  in  litigation 
in  foreign  courts. 

The  Commission  is  composed  of  nine  members,  three  public  mem- 
bers being  former  Attorney  General  Brownell,  who  was  elected  Chair- 
man ; Charles  Rhyne,  immediate  past  president  of  the  American  Bar 
Association;  Henry  Holland,  a private  practitioner  in  New  York  and 
former  Assistant  Secretary  of  State  for  Latin  American  Affairs. 

Justice  Breitel  of  the  New  York  appellate  division  is  on  the  Com- 
mission, Mr.  Becker  and  -Mr.  Hanes  of  the  State  Department,  as 
well  as  Mr.  Rankin  and  myself  from  the  Department  of  Justice, 
represent  the  two  Government  agencies  most  concerned. 

I am  the  Secretary  of  the  Commission  and  that  is  why  I am  here 
today. 

Mr.  Rooney.  Who  is  the  director  ? 

Mr.  WiLKEY.  The  staff  director  is  or  will  be,  Mr.  Harry  Leroy 
Jones,  who  is  present  here  today. 

Mr.  Rooney.  He  has  to  have  a staff,  according  to  this  request, 
of  two  attorneys  and  three  clerical  employees  ? 

Mr.  WiLKEY.  That  is  correct. 

Mr.  Rooney.  That  will  come  to  $48,000 ; is  that  right  ? 

Mr.  Wilkey.  For  the  remainder  of  this  year,  December  31. 

HISTORY  OE  LEGISLATION  RELATING  TO  COMMISSION 

Mr.  Rooney.  Who  was  the  author  of  this  legislation  ? 

Mr.  Wilke Y.  I do  not  know.  It  has  been  pending  over  a number 
of  years  and  I do  know  that  Mr.  Jones  has  worked  extensively  in 
the  field  of  what  is  known  as  judicial  assistance  and  I know  that 
he  had  a great  deal  to  do  in  the  formation  of  this  work. 

Mr.  Rooney.  Maybe  Mr.  J ones  would  know. 

Mr.  WiLKEY.  I am  sure  that  he  would. 
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Mr.  Jones.  Mr.  Chairman,  this  legislation  was  initially  sponsored 
hy  the  American  Bar  Association  in  1950  at  its  meeting  here  in  Wash- 
ington. It  was  then  taken  up  by  the  Department  of  Justice  and  the 
Department  of  State  and  legislation  was  introduced  in  the  Congress 
at  the  joint  request  of  the  Attorney  General  and  the  Secretary  of  State. 

Mr.  Kooney.  You  have  answered  everything  up  to  now  but  by 
whom  ? 

Mr.  Jones.  By  whom? 

Mr.  Rooney.  Yes. 

Mr.  Jones.  Chairman  Celler  in  the  House  and  originally  Senators 
Kilgore  and  Wiley  in  the  Senate. 

Mr.  Rooney.  When  this  legislation  passed  the  House,  was  any  rep- 
resentation made  to  the  House  before  they  voted  on  it  as  to  what  it 
would  cost  ? 

Mr.  Jones.  I do  not  think  so,  Mr.  Chairman. 

Mr.  Rooney.  Let  me  refresh  your  recollection. 

DISCUSSION  OF  COST  OF  COMMISSION 

Let  US  turn  to  page  1342  which  starts  colloquy  with  regard  to  the 
bill  H.R.  4642,  to  establish  a commission  and  advisory  procedure  on 
international  rules  of  judicial  procedure.  There  we  will  find  that 
Mr.  Walter  informed  the  House — Mr.  Walter  was  handling  the  bill 
for  Mr.  Celler  of  the  Judiciary  Committee — 

♦ ♦ * I could  not  imagine  tlie  cost  exceeding  $5,000  at  the  most  * * *. 

Now  you  come  along  and  want  $75,000.  How  could  we  get  away 
with  a thing  like  this  ? 

Mr.  Jones.  Mr.  Chairman,  I am  miable  to  explain  that  statement. 
I have  no  idea  of  the  reasons  for  making  that  statement. 

Mr.  Rooney.  Mr.  Walter  is  a highly  informed  Member  of  the  House, 
a very  competent  gentleman  and  lawyer  of  quite  some  standing. 

Mr.  Jones.  Indeed  he  is. 

Mr.  Rooney.  I think  we  might  insert  at  this  point  in  the  record  the 
parts  of  pages  1342,  1343,  and  1344  of  the  Congressional  Record  of 
February  3,  1958,  which  concern  the  passage  of  this  bill  in  the  House. 

(( The  pages  referred  to  follow : ) 

International  Rules  of  Judicial  Procedure 

The  Clerk  called  the  bill  (H.R.  4642)  to  establish  a commission  and  advisory 
committee  on  international  rules  of  judicial  procedure. 

The  Speaker.  Is  there  objection  to  the  present  consideration  of  the  bill? 

Mr.  Aspinall.  Reserving  the  right  to  object,  Mr.  Speaker,  and  I do  not  intend 
to  object  if  I get  the  right  answers  to  my  questions,  will  someone  who  is  in- 
terested in  this  bill  tell  us  approximately  what  it  will  cost? 

Mr.  Walter.  As  far  as  we  know,  the  cost  will  be  very  nominal,  because  the 
study  contemplated  will  not  require  the  establishment  of  a large  staff.  Further, 
with  the  exception  of  the  amendment  including  two  representatives  to  be  ap- 
pointed by  the  Attorney  General  and  two  who  are  oflScials  of  State  governments, 
this  bill  is  identical  with  a bill  that  passed  the  House  by  unanimous  consent 
during  the  last  Congress, 

Mr.  Aspinall.  The  gentleman  from  Colorado  understands  that,  but  this  has 
an  open-end  authorization  for  an  appropriation.  If  the  gentleman  will  tell  me 
what  the  extent  of  the  appropriation  may  be,  I am  likely  to  withdraw  my 
reservation. 

Mr.  Walter.  I could  not  imagine  the  costs  exceeding  $5,000  at  the  most. 

Mr.  Celler.  If  the  gentleman  will  yield,  I agree  with  the  gentleman  from 
Pennsylvania  that  the  cost  would  be  very  nominal,  at  most  possibly  to  defray 
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tile  fo<f  of  somo  rojH-esontative  abroad.  Most  of  the  work  will  be  done  here 
Jiy  moiiibors  of  tlio  Ameriean  Bar  Association  and  various  other  bar  associations, 
as  well  as  the  S(at(*  I)(‘i)artineiit. 

-Mr.  Asi'jn'ai.i,.  I withdraw  my  reservation  of  objection,  Mr.  Speaker. 

Mr.  CJic-sR.  Mr.  Speaker,  reserving  the  right  to  object,  this  provides  simnly 
for  a commission  to  study  international  rules  of  judicial  procedures;  is  that 
(•(trreft  V 

Mr.  M'Ar.TiK.  Brecisely.  And  it  is  not  contemplated  that  any  legislation  will 
be  enacted,  of  course,  without  consultation  with  the  appropriate  congressional 
committee*. 

Mr.  Oaoss.  It  ])rovides  no  legislation? 

Mr.  Wai.tkr.  1 1 does  not  provide  for  any  legislation  at  all. 

>Ir.  Gnoss.  Mr.  Speaker,  T withdraw  my  reservation  of  objection. 

The  SeroAKure.  Is  there  objection  to  tbe  present  consideration  of  the  bill? 

There  was  no  objection. 

T1h‘  Clerk  read  the  bill,  as  follows: 

'‘Be  it  enacted,  etc. — 

“establishment  of  the  commission  on  international  rules  of 

JUDICIAL  procedure 

“Section  1.  There  is  hereby  established  a Commission  to  be  known  as  the 
Commission  on  International  Rules  of  Judicial  Procedure,  hereinafter  referred 
to  as  the  ‘Commission’. 

“purpose  of  the  commission 

“Sec.  2.  The  Commission  shall  investigate  and  study  existing  practices  of 
judicial  assistance  and  cooperation  between  the  United  States  and  foreign 
countries  with  a view  to  achieving  improvements.  To  the  end  that  procedures 
necessary  or  incidental  to  the  conduct  and  settlement  of  litigation  in  State  and 
Federal  courts  and  quasi-judicial  agencies  which  involve  the  performance  of  acts 
in  foreign  territory,  such  as  the  service  of  judicial  documents,  the  obtaining  of 
evidence,  and  the  proof  of  foreign  law,  may  be  more  readily  ascertainable, 
efficient,  economical,  and  expeditious,  and  that  the  procedures  of  our  State  and 
Federal  tribunals  for  the  rendering  of  assistance  to  foreign  courts  and  quasi- 
judicial agencies  be  similarly  improved,  the  Commission  shall — 

“la)  draft  for  the  assistance  of  the  Secretary  of  State  international 
agreements  to  be  negotiated  by  him  ; 

“lb)  draft  and  recommend  to  the  President  any  necesWary  legislation; 

“Ic)  recommend  to  the  P^’esident  such  other  action  as  may  appear  advis- 
able to  improve  and  codify  international  practice  in  civil,  criminal,  and 
administrative  proceedings ; and 

“Id)  perform  such  other  related  duties  as  the  President  may  assign. 
“membership  of  the  commission 

“Sec.  3.  la)  The  Commission  shall  consists  of  seven  members.  The  President 
shall  apnoint  three  public  members,  the  Secretary  of  State  shall  appoint  two 
representatives  of  the  Department  of  State,  and  the  Attorney  General  shall 
appoint  two  rerresentatives  of  the  Department  of  Justice.  The  Commission 
shall  elect  a chairman  from  among  its  members. 

“lb)  Vacancies  in  membership  of  the  Commission  shall  be  filled  in  the  same 
manner  as  in  the  case  of  original  designation. 

“Ic)  Five  member’s  shall  constitute  a quorum. 

“Id)  Members  of  the  Commission  who  are  appointed  by  the  Secretary  of  State 
and  the  Attorney  General  shall  serve  without  compensation  in  addition  to  that 
received  for  their  services  in  the  Government. 

“le)  The  public  members  of  the  Commission  shall  each  receive  $50  per  diem 
when  engaged  in  the  actual  performance  of  duties  vested  in  the  Commission,  plus 
reimbursment  for  travel,  subsistence,  and  other  expenses  incurred  by  them  in  the 
performance  of  such  duties. 

“If)  Service  of  an  individual  as  a member  of  the  Commission  or  employment  of 
an  individual  by  the  Commission  shall  not  be  considered  to  be  service  or  emplov- 
ment  bringing  such  individual  within  the  provisions  of  section^  281,  283,  284,  434, 
or  1914  of  title  18  of  the  United  States  Code,  or  section  190  of  the  Revised 
Statutes  (5  U.S.C.  99). 
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“the  directoe  and  staff 

“Sec.  4.  (a)  The  Director  of  the  Commission  shall  be  appointed  by  the  Commis- 
sion without  regard  to  the  civil-service  and  classification  laws,  and  his  compen- 
sation shall  be  fixed  by  the  Commission  without  regard  to  the  Classification  Act 
of  1949,  as  amended. 

“(b)  The  Director  shall  serve  as  the  Commission’s  reporter,  and,  subject  to 
the  direction  of  the  Commission,  shall  supervise  the  activities  of  persons  em- 
ployed under  the  Commission,  the  pre])aration  of  reports,  and  shall  perform  other 
duties  assigned  him  within  the  scope  of  the  functions  of  the  Commission. 

“(c)  Within  the  limit  of  funds  appropriated  for  such  purpose,  individuals  may 
be  employed  by  the  Commission  for  service  with  the  Commission  staff  without 
regard  to  the  civil-service  and  classification  laws,  and  services  may  be  procured 
as  authorized  by  section  15  of  the  act  of  August  2,  1946,  as  amended  (5  U.S.C. 
55a) , but  at  rates  for  individuals  not  in  excess  of  $50  per  diem. 

“establishment  of  the  advisory  committee 

“Sec.  5.  (a)  There  is  hereby  established  a committee  of  fifteen  members  to  be 
known  as  the  Advisory  Committee  on  International  Rules  of  Judicial  Procedure 
(hereinafter  referred  to  as  the  “Advisory  Committee”),  to  advise  and  consult 
with  the  Commission.  The  Advisory  Committee  shall  be  appointed  by  the  Com- 
mission from  among  lawyers,  judges,  and  other  persons  competent  to  provide 
advice  for  the  Commission. 

“(b)  Members  of  the  Advisory  Committee  shall  not  be  deemed  to  be  officers  or 
employees  of  the  United  States  by  virtue  of  such  service  and  shall  receive  no 
compensation.  Members  of  the  Advisory  Committee  who  are  not  otherwise  offi- 
cers or  employees  of  the  United  States  shall  be  entitled  to  travel  and  subsistence 
expenses  as  authorized  by  section  5 of  the  Administrative  Expenses  Act  of  1946, 
as  amended  (5  U.S.C.  73b-2),  for  persons  serving  without  compensation,  in  ac- 
cordance with  the  provisions  of  the  Travel  Expense  Act  of  1949,  as  amended  (5 
U.S.C.  835-842). 

“government  agency  cooperation 

“Sec.  6.  The  Commission  is  authorized  to  request  from  any  department,  agency^ 
or  independent  instrumentality  of  the  Government  any  information  it  deems 
necessary  to  carry  out  its  functions  under  this  act;  and  each  such  department, 
agency,  and  instrumentality  is  authorized  to  cooperate  wdth  the  Commission  and, 
to  the  extent  permitted  by  law,  to  furnish  such  information  to  the  Commission, 
upon  request  made  by  the  Chairman  or  other  member  designated  to  act  as 
Chairman. 

‘ ‘administration 

“Sec.  7.  (a)  For  administrative  purposes  only,  the  Commission  and  the  Ad- 
visory Committee  shall  be  attached  to  the  Department  of  Justice. 

“(b)  The  Commission  shall  render  to  the  President  annual  reports  for  trans- 
mission to  the  Congress. 

“The  Commission  shall  submit  its  final  report  and  the  Commission  and  the 
Advisory  Commitee  shall  terminate  and  wind  up  their  affairs  prior  to  December 
31,  1959. 

“ahthorization  of  appropriations 

“Sec.  8.  There  are  hereby  authorized  to  be  appropriated,  out  of  any  money  in 
the  Treasury  not  otherwise  appropriated,  such  amounts  as  may  be  necessary  to 
carry  out  the  provisions  of  this  act.” 

With  the  following  committee  amendments : 

“On  page  2,  beginning  on  line  23,  strike  out  all  of  section  3(a)  and  insert  the 
following : 

“ ‘Sec.  3.  (a)  The  Commission  shall  consist  of  nine  members.  The  President 
shall  appoint  five  members,  three  of  whom  shall  be  public  members  and  two  of 
whom  shall  be  officials  of  State  government  whose  positions  give  them  knowledge 
of  judicial  and  quasi-judicial  procedures  in  the  States.  The  Secretary  of  State 
shall  appoint  two  representatives  of  the  Department  of  State  and  the  Attorney 
General  shair  appoint  two  representatives  of  the  Department  of  Justice.  The 
Commission  shall  elect  a chairman  from  among  its  members.’ 

< “Gn  page  3,  line  9,  strike  out  the  word  ‘Five’  and  substitute  therefor  the  word 
‘Seven’. 
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“<  )ii  pa;;(*  line  .‘i,  strike  out  the  comma  after  the  word  ‘judges’  and  insert  the' 
following:  ‘of  FtMhu’iil  and  States  Courts,’.” 

'I'lie  commit  lee  aimmdments  were  agreed  to. 

•Mr.  M(  < 'oiiM A(  1C.  Mr.  Speaker,  I move  to  strike  out  the  last  word. 

Mr.  Sj)(‘aker,  I notice  this  hill  calls  for  the  appointment  of  five  members  by  the' 
I’ri'sidcnt.  two  by  the  Secretary  of  State,  and  two  by  the  Attorney  General.  I 
just  mak(‘  the  (►bservation  in  passing  that,  of  course,  politics  should  not  be 
involved  in  a bill  of  this  kind.  But  political  connotations  fiow  from  every  actioui 
or  maiaction  and  I hope  that  when  the  bill  becomes  a law  and  the  Commission 
is  ai)point(‘(l  that  the  President  and  the  others  who  have  the  appointing  power 
will  realize  that  there  are  also  outstanding  lawyers  in  the  country  who  are 
Dtmiocrats  as  well  as  lawyers  who  are  Republicans. 

Mr.  II()FKM.\.v.  Mr.  Speaker,  I rise  in  opposition  to  the  pro  forma  amendment. 

\Vh(‘U  you  get  through  with  rules  to  govern  international  bodies,  will  you  do> 
soimdhing  to  bring — wliat  will  we  call  it — commonsense  and  consistency  in  the 
rul(‘s  and  decisions  governing  and  applied  by  our  local  courts — the  appellate' 
and  Supreme  Court? 

Mr.  W.vi/i'EK.  As  far  as  the  rules  are  concerned,  I might  say  they  were  pre- 
par(‘d  after  the  Congress  adopted  a similar  resolution.  If  the  rules  are  not 
applied,  then  the  gentleman  should  direct  his  inquiry  to  another  branch  of 
our  Government. 

Mr.  Hoffman.  Well,  I do  not  know  of  any  branch  more  powerful  or  any 
agency  or  any  committee  more  powerful  than  the  Committee  on  the  Judiciary 
of  the  House  of  liepresentatives.  If  you  can  just  get  them  to  apply  some  rules 
of  consistency  to  what  they  do  so  that  a fellow  would  know  when  he  is  insane 
and  when  he  is  not  insane  and  when  he  ought  to  be  in  jail  and  when  he  should 
not  be  in  jail,  it  would  be  of  help  to  some  of  us — to  the  people  of  the  District. 

Mr.  Speaker,  I yield  back  the  balance  of  my  time. 

(Mr.  Keating  asked  and  was  given  permission  to  revise  and  extend  his  remarks 
at  this  point  in  the  Record.) 

Mr.  Keating.  Mr.  Speaker,  H.R.  4642  is  a bill  which  would  establish  a Com- 
mission and  an  Advisory  Committee  to  study  existing  court  practices  and  proce- 
dure in  foreign  countries  and  in  the  several  States  with  a view  toward  recom- 
mending simplified  and  uniform  international  rules  of  judicial  procedure. 

The  bill  is  identical,  except  for  one  provision,  to  H.R.  7500,  which,  after  exten- 
sive hearings  in  the  84th  Congress,  passed  the  House  but  died  in  the  Senate. 

Since  World  W^ar  II,  Americans  have  been  doing  more  and  more  business  in 
foreign  countries.  This  has  meant  steadily  increasing  business  and  commercial 
ties  between  the  United  States  and  the  rest  of  the  world.  As  a result  of  this  in- 
creased commercial  activity,  a great  dear  of  private  international  litigation  has 
developed.  In  the  course  of  this  litigation  it  has  been  necessary  for  American 
lawyers  to  seek  evidence  or  judicial  documents  abroad,  to  serve  papers  in  other 
countries,  and  to  obtain  proof  of  foreign  law  to  be  introduced  in  our  courts. 

Unfortunately,  since  there  are  no  uniform  rules  among  the  various  nations, 
our  lawyers  have,  all  too  often,  discovered  that  the  procedures  normally  fol- 
lowed in  this  country  either  do  not  exist  or  are  outlawed  in  foreign  countries. 
Where  there  are  procedures,  they  are  often  so  cumbersome  and  time  consuming 
as  to  be,  for  all  practical  purposes,  unavailable.  The  only  conclusion  to  be  drawn 
is  that  existing  forms  of  international  legal  procedure  have  not  kept  pace  with 
the  needs  of  the  lawyer  today. 

The  measure  before  the  House,  in  my  opinion,  represents  the  best  forward  step 
we  can  take  in  bringing  the  law  up  to  date.  It  is  only  the  first  step,  but  we  must 
certainly  begin  by  making  a thorough  investigation  and  study  of  the  many  com- 
plex problems  presented  by  the  various  legal  systems  of  the  world. 

To  accomplish  this,  H.R.  4642  would  create  a Commission  and  an  Advisory 
Committee  to  study  existing  practices  of  judicial  assistance  and  cooperation  with 
a view  to  recommending  improvements. 

The  Commission  would  consist  of  nine  members.  Five  of  these  members  would 
be  appointed  by  the  President.  Of  these,  three  would  be  public  members  and  two 
would  be  officials  of  State  governments.  Of  the  remaining  nine  the  Secretary  of 
State  would  appoint  two  representatives  from  his  Department,  and  the  Attorney 
General  would  appoint  two  from  his  Department. 

H.R.  7500,  passed  during  the  84th  Congress,  provided  for  a Commission  of  seven 
members.  H.R.  4642  has  been  amended  to  increase  the  membership  to  nine  and 
to  specify  that  two  members  of  the  Commission  shall  be  officials  of  State  govern- 
ments. This  is  the  only  respect  in  which  the  bill  differs  from  that  passed  during 
the  84th  Congress. 
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The  Advisory  Committee  would  be  composed  of  qualified  lawyers,  judges,  and: 
other  persons  competent  to  advise  the  Commission  in  its  work.  This  Committee 
would  play  an  important  role  in  formulating  the  Commission’s  proposals  and. 
would  closely  supervise  the  work  of  the  Commission. 

As  set  forth  in  the  bill,  it  would  be  the  function  of  the  Commission,  after  its 
studies  and  investigations,  to  draft,  for  the  assistance  of  the  Secretary  of  State, 
international  agreements  to  be  negotiated  by  him.  It  would  also  be  expected  to 
recommend  to  the  President  such  action  or  legislation  as  it  might  deem  advisable 
to  improve  international  practices  in  civil,  criminal,  and  administrative 
procedures. 

The  approach  this  bill  takes  has  been  urged  by  the  Department  of  State  and 
the  Department  of  Justice,  and  has  the  unqualified  endorsement  of  the  American 
Bar  Association  and  numerous  other  associations  representing  members  of  the 
bar  and  State  officials. 

The  bill  was  ordered  to  be  engrossed  and  read  a third  time,  was  read  the  third 
time  and  passed,  and  a motion  to  reconsider  was  laid  on  the  table. 

Mr.  Wilke Y.  Mr.  Chairman,  may  I say  that  subsequent  to  Mr. 
Walter’s  statement  there  must  have  been  considerable  change  in  the 
idea  of  what  the  Commission  would  be,  because  the  bill  as  passed  calls 
for  a stall  director  and  other  personnel,  and  for  $5,000  one  could 
get  but  one  stenographer.  The  bill  itself  winds  up  authorizing 
$75,000. 

Mr.  Eooxey.  Well,  this  bill  Avas  called  up  on  the  Consent  Calendar 
and  when  the  Speaker  inquired  if  there  was  objection  to  the  bill — 
consideration  of  the  bill — Mr.  Aspinall  stated. 

Reserving  the  right  to  object,  Mr.  Speaker,  and  I do  not  intend  to  object  if 
I get  the  right  answers  to  my  questions,  would  someone  who  is  interested  in 
this  bill  tell  us  approximately  what  it  will  cost? 

Mr.  Walter.  As  far  as  we  know,  the  cost  will  be  very  nominal,  because  the 
study  contemplated  will  not  require  the  establishment  of  a large  staff.  Further,, 
with  the  'exception  of  the  amendment  including  two  representatives  to  be 
appointed  by  the  Attorney  General  and  two  who  are  officials  of  State  govern- 
ments, this  bill  is  identical  with  the  bill  that  passed  the  House  by  unanimous 
consent  during  the  last  Congress. 

Mr.  Aspinall,  The  gentleman  from  Colorado  understands  that,  but  this  has 
an  open-end  authorization  for  an  appropriation.  If  the  gentleman  will  tell  me 
what  the  extent  of  the  appropriation  may  be,  I am  likely  to  withdraw  my 
reservation. 

Mr.  Walter.  I could  not  imagine  the  cost’s  exceeding  $5,000  at  the  most. 

Mr.  WiLKEY.  I cannot  say  on  what  basis  that  $5,000  statement  was- 
made,  because  the  intent  of  the  Congress  when  it  passed  it  was  to 
authorize  $75,000  by  the  very  terms  of  the  act  itself  which  provides 
what  this  Commission  is  to  do.  It  is  impossible  to  operate  on  $5,000. 

Mr.  Eooney.  Ma}Te,  you  ought  to  try  to  get  this  passed  in  the  86th 
Congress,  and  see  what  would  happen. 

Mr.  WiLKEY.  We  are  under  a duty  to  operate  now?  We  have  not 
a penny  with  Avhich  to  operate. 

Mr.  Rooney.  Are  there  any  further  questions  ? 

Mr.  Bow.  Mr.  Chairman,  if  I may 

Mr.  Rooney.  Mr.  Bow. 

Mr.  Bow.  Mr.  Wilkey,  do  I understand  that  the  Justice  Department 
now  believes  that  there  is  some  difference  in  the  judicial  proceedings 
of  the  various  countries  abroad  ? 

Mr.  Wilkey.  Well,  Mr.  Bow,  that  is  long  recognized,  and  we  Avant 
to  do  something  about  it  in  order  to  assist  litigants  in  this  country 
because  litigants  in  this  country  are  impeded  by  the  inability  to  get 
evidence  abroad,  and  since  the  end  of  World  War  II  more  and  more 
private  litigation  involves  evidence  or  some  documents  abroad  that  are> 
impossible  to  get. 
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Mv.  \)  o\v.  The  milliner  of  obtaining  evidence  and  submitting  evi- 
<liMii‘(‘  abroad  are  considerably  different  than  it  is  here? 

Mr.  Wii  ,Ki:v.  Yes,  indeed. 

Mr.  Hoav.  Tliat  is  all,  Mr.  Chairman. 

Mr.  Hooxey.  Are  there  any  further  questions?  If  not,  we  thank 
you,  Mr.  AVilkey,  and  gentlemen. 


Wednesday,  March  1, 1959. 
TREASUEY  DEPARTMENT 

Bureau  of  Accounts  ^ ' 

WITNESSES 

ROBERT  W.  MAXWELL,  COMMISSIONER  OF  ACCOUNTS 
H.  R.  GEARHART,  ASSISTANT  COMMISSIONER  OF  ACCOUNTS 
JULIAN  F.  CANNON,  CHIEF  DISBURSING  OFFICER 
CHARLES  0.  BRYANT,  ASSISTANT  CHIEF  DISBURSING  OFFICER 
ROGER  E.  SMITH,  ACTING  ASSISTANT  COMMISSIONER  FOR  ADMIN- 
ISTRATION 


Salaries  and  Expenses 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Difference 

Program  by  activities: 

1.  Processing  deposits  of  withheld  tax  payments  

2.  Financial  reporting  and  maintenance  of  the  Govern- 

ment’s central  accounts-.  

$1, 104, 194 

1, 542, 099 

208, 376 

181, 420 
164,  277 
102,  234 
-4,  999 
-192, 600 

$1, 248,  594 

1, 542, 099 

208, 376 

181, 420 
164,  277 
102, 234 
-4,  999 

-h$144,400 

3.  Accounting  and  reporting  development  and  internal 
audit - 

4.  Processing  investments,  loans,  claims,  collections,  and 
suretv  bonds 

5.  Supervision  of  the  Federal  depositary  system.  

6.  Executive  direction  

7.  1959  program  obligated  in  1958  _ ..  

Supplemental  required  for  pay  increase 

Total  obligations  

-f  192, 600 

3, 105, 001 
4,  999 

3,442, 001 
4,  999 

+337, 000 

Financing:  1959  appropriation  available  in  1958. 

New  obligational  authority 

3, 110, 000 

3, 447, 000 

+337, 000 

799 


Object  classification 


Presently 


Revised 


Difference 


available 


estimate 


Total  number  of  permanent  positions. 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year.. 

01  Personal  services: 


339 

332 

332 


339 

332 

332 


Permanent  positions 

Other  personal  services 

Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Reimbursements  to  Federal  Reserve  Banks. 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments..  


$1. 891, 192 
9, 91o 


1, 901, 108 
4, 000 
2,  400 
22,  264 
51.  000 
125,  902 
16,  000 
1,  034,  080 
10,440 
11,  500 
123,  636 
270 


$1, 891, 192 
9,916 


1, 901, 108 
4.  000 
2,400 
22.  264 
51,  000 
128, 160 
16, 000 
1, 176,  222 
10.440 
11,  500 
123,  638 
270 


+$2,  258 
+142,142 


1959  program  obligated  in  1958 
Pay  increase 

Total  obligations 


-4, 999  -4,  999 

-192,600  


3, 105, 001  3, 442, 001 


+192.600 
+337, 000 


Mr.  Thomas.  The  next  matter  for  the  consideration  of  the  commit- 
tee is  the  request  by  the  Bureau  of  Customs. 

We  are  delighted  to  have  with  us  at  this  time  Mr.  Robert  W.  Max- 
well, Commissioner  of  Accounts,  together  with  other  representatives 
from  this  agency. 

We  have  an  item  here  of  the  Bureau  of  Accounts  entitled  “Salaries 
and  expenses,”  in  the  amount  of  $337,000. 

Gentlemen,  we  would  be  glad  to  have  a statement  from  you  with 
reference  to  this  request. 

GENERAL  STATEMENT 

Mr.  IMaxwell.  Mr.  Chairman,  I am  the  Commissioner  of  Accounts 
and  shall  be  glad  to  make  that  presentation. 

Mr.  Thomas.  You  may  proceed. 

Mr.  Maxwell.  Mr.  Chairman,  we  appreciate  this  opportunity  to 
explain  our  requirements  for  the  supplemental  for  this  year. 

I would  like  to  say,  first,  that  the  Bureau  of  Accounts  has  a great 
many  fiscal  activities,  most  of  which  we  have  no  control  over  the 
volume.  We  have  two  appropriations — one  for  “Salaries  and  Ex- 
penses, Division  of  Disbursement”  covering  disbursements  which  Mr. 
Cannon  will  explain. 
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Tlie  otlier  appropriation  is  for  “Salaries  and  expenses,  Bureau  of 
Accounts,”  for  the  $337,000  you  just  mentioned. 

d'his  appropriation  covers  all  the  other  activities  of  the  Bureau 
cxce])t  the  disbursing  function. 

Mr.  Thomas.  For  the  processing  of  deposits  of  withheld  taxpay- 
ments,  you  are  requesting  $144,400,  and  your  other  item  is  the  sup- 
plemental required  for  pay  increase  in  the  amount  of  $192,600,  mak- 
ing a total  of  $337,000 ; is  that  correct? 

Mr.  Maxwell.  That  is  correct. 

Mr.  Thomas.  Let  us  take  a look  over  here  at  your  breakdown  of 
these  two  items. 

PROCESSING  OF  DEPOSITS  OF  WITHHELD  TAXPAYMENTS 

AVliat  do  you  have  in  your  first  item  of  $144,400  with  reference  to 
the  processing  of  deposits  of  withheld  taxpayments?  Does  that  in- 
volve salaries? 

Mr.  Maxwell.  Salary  increases  in  the  amount  of  $192,600,  and 
$54,400  for  increase  in  volume  of  work. 

Mr.  Thomas.  The  $192,600  is  your  salary  increase? 

Mr.  Maxwell.  Yes,  sir. 

Mr.  T homas.  How  do  you  break  down  your  other  item — your  proc- 
essing item? 

Mr.  Maxwell.  That  is  $90,000  for  increased  postal  rates  on  account 
of  Public  Law  85-426. 

SCHEDULE  OF  SUPPLEMENTAL  APPROPRIATIONS  AND  REVISED  ESTIMATES 

Mr.  Thomas.  At  this  point  in  the  record  we  will  insert  page  6 of 
the  justifications. 

(The  page  follows:) 

Schedule  of  supplemental  appropriations  and  revised  estimates 


1.  Present  appropriation  or  estimate $3, 110,  000 

2.  1959  program  obligated  in  1958 —4, 999 


3.  Total  amount  available 3, 105.  001 


4.  Apportionments : 

1st  quarter 876,  501 

2d  quarter 835,  500 

3d  quarter 850,  500 

4th  quarter 542,  500 

Budgetary  reserves — — 


5.  Total  apportionments  and  reserves 3,105,001 


6.  Obligations : 

1st  quarter  (actual) : — 875,033 

2d  quarter  (actual) 836,252 

3d  quarter  (estimated) 851,216 

4th  quarter  (estimated) 879,500 


7.  Total  actual  and  estimated  obligations 3,  442,  001 

8.  Less  total  amount  available 3, 105,  (X)l 


9.  Estimated  supplemental  required 337, 000 

10.  Estimated  supplemental  included  in  latest  budget 282.  600 

11.  Date  needed : 

For  obligation Apr.  1,  1959 

For  expenditure May  1,  1959 
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12.  Estimated  expenditures  from  supplemental 


In  budget 

Revised 

In  current  fiscal  year 

$263, 900 
18, 700 

$266, 158 
70,842 

Tr»  riAYt.  fiscal  year  

A ftcr  nert.  fiscal  year  

Total  - 

282, 600 

337,000 

13.  Actual  1959  obligations  by  months 


July  1958 $222, 189.  35 

August  1958 292,258.46 

September  1958 360,  585.  87 

October  1958 215,  409.  31 


November  1958 $291, 384.  76 

December  1958 329,  458.  01 

January  1959 221,  837.  62 


Mr.  Thomas.  You  do  not  show  us  too  much  in  these  justifications, 
gentlemen. 

Mr.  Maxwell.  I think  I can  bring  that  out  in  connection  with  ex- 
plaining the  $54,400  for  processing  depositary  receipts. 

They  both  tie  in  together. 


JUSTIFICATION  OF  THE  ESTIMATE 


Mr.  Thomas.  At  this  point  in  the  record  we  will  insert  pages  1 and 
8 of  the  justifications. 

(The  pages  referred  to  follow :) 


Fiscal  Yeae,  Bueeau  of  Accounts 

SUMMAEY 

The  Treasury  Department  Appropriation  Act,  Public  Law  354,  85th  Congress, 
approved  March  28,  1958,  appropriated  $3,110,000  for  salaries  and  expenses  of 
the  Bureau  of  Accounts  for  the  fiscal  year  1959.  Subsequent  to  the  approval 
of  the  Treasury  Department  Appropriation  Act,  legislation  was  passed  increas- 
ing the  salaries  of  all  employees  and  increasing  first-class  postage  rates.  In 
addition  to  these  increases  in  expense  resulting  from  recent  legislation,  the 
number  of  depositary  receipts  to  be  validated  by  the  Federal  Reserve  banks 
will  increase  over  the  number  included  in  the  appropriation  for  the  fiscal  year 
1959. 

This  supplemental  request  is  to  cover  the  cost  of  (a)  the  increased  volume  of 
depositary  receipts  to  be  processed  by  the  Federal  Reserve  banks,  (6)  in- 
creased postal  rates  effective  August  1,  1958,  and  (c)  increased  salaries  result- 
ing from  the  Federal  Employees  Salary  Increase  Act  of  1958,  in  the  following 
amounts : 


1.  Work  volume: 

Processing  426,000  depositary  receipts  by  the  Federal  Reserve 

banks,  at  $0.1224 

Purchase  of  426,000  depositary  receipts  and  envelopes 


$52, 142 
2,  258 


Total 54, 400 

2.  Increases  resulting  from  recent  legislation : 

Salary  increases 192,  600 

Postal  rate  increases 90, 000 


Total 282,600 


Total  requirements 337,  000 


802 


Those  increased  requirements  are  further  described  in  the  following  para- 
graphs : 

Detailed  Explanation  of  Supplemental  Requirements 

PROCESSING  DEPOSITS  OF  WITHHELD  TAXPAYMENTS 

Under  the  Current  Tax  Payment  Act  of  June  9,  1943  (26  U.S.C.  1622),  em- 
ployees are  required  to  withhold  from  the  wages  of  employees  amounts  to  be 
applied  to  their  income  tax  liabilities.  Regulations  issued  pursuant  to  this 
act  provided  that,  where  the  total  amount  of  tax  withheld  by  a single  em- 
ployer amounts  to  $100  or  more  monthly,  such  amounts  must  be  deposited 
monthly  in  a Federal  Reserve  bank  or  other  Government  depositary  designated 
for  that  purpose.  Effective  July  1,  19.^3,  the  depositary  receipt  method  was 
extended  to  include  excise  taxpayments  of  $100  or  more  monthly. 

The  Federal  Reserve  banks,  acting  as  fiscal  agents  of  the  Government,  is- 
sue to  each  taxpayer  (employer)  a validated  depositary  receipt  which  ac- 
companies his  quarterly  return  filed  with  a Director  of  Internal  Revenue. 
The  Federal  Reserve  banks  are  reimbursed  from  this  appropriation  for  each 
validated  depositary  receipt  processed.  This  method  of  paying  tax  currently 
provides  the  Treasury  with  earlier  use  of  funds. 

In  the  amount  appropriated  for  the  fiscal  year  1959,  there  is  provided  $1,034,- 
080  to  reimburse  the  Federal  Reserve  banks  for  processing  and  validating 
9,200,000  income,  social  securit.y,  railroad  retirement,  and  excise  tax  depositary 
receipts  at  $0.1124.  It  also  includes  $60,102  for  printing  depositary  receipts 
and  envelopes. 

The  Internal  Revenue  Service  has  advised  that  due  to  increased  enforcment 
activities  it  is  expected  that  about  22,000  former  delinquent  taxpayers  will  be 
on  a current  basis  during  the  fiscal  year  1959,  which  will  result  in  an  increase 
of  about  175,000  additional  receipts.  Also,  as  a result  of  abnormal  increases 
resulting  from  continued  high  wages  and  the  actual  experience  during  the  first 
7 months  it  is  estimated  that  an  additional  2.51,000  depositary  receipts  will 
be  validated,  making  the  total  volume  for  the  fiscal  year  19.59,  9,626,000,  which 
is  426,000  more  than  provided  for  in  the  appropriation  for  that  year.  There 
follows  an  actual  and  estimated  projection  of  the  work  volume  for  1959  as 
compared  to  the  actual  for  the  year  1957  through  1958. 

INCREASE  IN  VOLUME  OF  DEPOSITARY  RECEIPTS 

Mr.  Thomas.  Your  request  for  $54,400  is  for  what? 

Mr.  Maxwell.  For  processing  426,000  additional  depositary  re- 
ceipts over  the  original  estimates. 

Mr.  Thomas.  All  right. 

Mr.  Maxwell.  Do  you  wish  me  to  explain  that  one  ? 

Mr.  Thomas.  Yes. 

Mr.  Maxwell.  As  you  gentlemen  know,  under  the  Current  Tax 
Payment  Act  of  1943  each  employer  is  required  to  withhold  a part 
of  the  salary  of  his  employees  to  apply  against  the  individual’s  or  an 
employee’s  tax  liability. 

Mr.  Thomas.  Is  that  caused  by  virtue  of  an  act  passed  last  year,  or 
what  ? 

Mr.  Maxwell.  No,  sir.  This  icrease  I am  speaking  about  now,  the 
$54,400,  goes  back  to  an  increase  in  volume — we  just  underestimated 
the  volume  originally. 

Mr.  Thomas.  This  $54,000  is  made  up  of  “Salaries  and  expenses.” 
How  many  jobs  do  you  have? 

Mr.  Maxwell.  We  have  only  about  two  jobs  on  this  item,  since  most 
of  that  amount  is  reimbursed  to  the  Federal  Eeserve  banks  for  han- 
dling and  processing  these  receipts. 

Mr.  Thomas.  You  made  this  estimate  about  3 months  ago;  did  you 
not? 
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Mr.  Maxwell.  That  is  correct. 

Mr.  Thomas.  How  does  it  look  to  you  now  after  you  have  let  it  cool 
off? 

Mr.  Maxwell.  It  seems  to  be  our  best  estimate.  The  figures  change 
from  time  to  time,  but  right  at  this  moment  we  believe  this  is  an  ac- 
curate estimate. 

Mr.  Thomas.  What  is  your  total  employment  in  the  Bureau  of 
Accounts  ? 

Mr.  Maxwell.  Under  this  appropriation  332;  for  the  whole  Bu- 
reau, including  the  Division  of  Disbursement,  we  have  at  the  present 
time,  2,323. 


SALARY  AND  POSTAL  RATE  INCREASES 

Mr.  Thomas.  Wliat  is  your  total  salary  increase  now  ? What  was 
your  total  increase  in  salary?  You  are  asking  for  $192,600.  Is  that 
the  total,  or  did  you  absorb  any  of  it  at  all  ? 

Mr.  Maxwell.  Yes.  For  the  salary  increase  we  did  not  absorb  any 
of  that. 

Mr.  Thomas.  Your  postal  rate  increase  is  $90,000? 

Mr.  Maxwell.  Yes,  sir. 

Mr.  Thomas.  Is  there  any  guesswork  involved  in  that? 

Mr.  Maxwell.  No,  sir;  that  is  pretty  close  since  we  actually  have 
9.2  million  depositary  receipts  which  we  have  to  transmit  by  mail. 

Mr.  Thomas.  Your  total  request  of  $337,000  is  divided  into  how 
many  items?  I have  not  been  able  to  pry  you  loose  from  a nickel, 
so  far. 

Mr.  Maxwell.  We  have  9.2  million  items  to  process  in  our  original 
estimate,  but  we  are  only  asking  $90,000  for  the  increase  of  1 cent  in 
postage.  The  $90,000,  really,  is  a part  of  the  amount  which  we  have 
to  reimburse  the  Federal  Reserve  banks. 

Salaries  and  Expenses,  Division  or  Disbursements 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Difference 

Program  by  activities: 

1.  Processing  payments 

2.  Issuance  of  savings  bonds.. 

•S.  1959  program  obligated  in  IQ.'iR  

$17, 780, 282 
293, 553 
-87.  581 
-792, 835 

$20, 961, 077 
294, 923 
-87, 581 

+$3, 180, 795 
+1, 370 

Suppleniental  required  for  pay  increase 

Total  obligations 

+792,835 

17, 193.  419 
87,  581 

21, 168, 419 
87, 581 

+3, 975,000 

Financmg;  1959  appropriation  available  in  1958 

New  obligational  authority 

New  obligational  authority: 

A ppropriation 

17, 281, 000 

21, 256, 000 

+3, 975, 000 

17, 300, 000 
-19, 000 

21, 275, 000 
-19, 000 

+3, 975, 000 

Transferred  to  “Salaries  and  expenses,”  Office  of  the 
Treasurer  (Reorganization  Plan  No.  26  of  1950) 

Appropriation  (adjusted). 

17, 281, 000 

21, 256, 000 

+3, 975, 000 
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Schedule  of  average  salary  and  grade 


Actual,  1957 

Actual,  1958 

Estimate, 

1959 

Average  salaries  and  grades: 
General  >chedule  grades: 
A ve.raee  salary-- 

$3, 780 
3.6 

$3,782 

3.6 

$4, 106 
3.6 

Average  grade.  ___  __  __  ..  . 

Object  classification 

Presently 

available 

Revised 

estimate 

Difference 

Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year - 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

1,777 
161 
1, 866 
1,802 

1,817 

278 

2,003 

1,842 

+40 

+117 

+137 

+40 

$7, 204,  766 
625, 499 
57,  960 

$7,  271, 691 
910, 383 
67,  960 

+66, 925 
+384, 884 

Total  personal  services 

02  Travel. 

7, 778, 225 
30,  500 
78, 900 
7,  261, 027 
770, 301 
49,  500 
709, 143 
78. 696 
41,  812 
727, 154 
51,  500 
472, 077 
15, 000 
-87,  581 
-792, 835 

8, 240, 034 
30,  500 
78, 900 
9, 833,487 
817,  881 
62, 030 
729, 129 
79, 196 
41,812 
797,  223 
61,500 
479, 378 
24, 930 
-87, 581 

+451,809 

03  Transportation  of  things 

04  Comrnunication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction. 

Purchase  of  blank  checks 

07  Other  contractual  services 

Services  performed  by  other  agencies 

08  Supplies  and  materials 

09  Equipment 

+2, 572, 460 
+47,  580 
+2,  .530 
+19,  986 
+500 

+70, 069 

11  Grants,  subsidies  and  contributions... 

16  Taxes  and  assessments  

1959  program  obligated  in  1958 ; 

+7, 301 
+9,930 

Pay  increase I 

+792, 835 

Total  obligations 

17, 193, 419 

21, 168, 419 

+3, 975, 000 

Mr.  Thomas.  Take  a look  at  your  next  item,  “Salaries  and  ex- 
penses,” for  an  additional  amount  of  $3,975,000  in  the  Division  of 
Disbursement. 

How  did  you  make  that  up  ? You  have  a good  many  items  in  here 
including  processing  payments  in  the  amount  of  $3,180,795 ; issuance 
of  savings  bonds  in  the  amount  of  $1,370,  and  pay  increase  in  the 
amount  of  $792,835. 

Your  total  obligation  is  $3,975,000 ; is  that  correct? 

Mr.  Maxwell.  Yes,  sir. 

Mr.  Thomas.  Give  us  a little  rundown  on  it  right  quick.  The  item 
“Processing  payments”  I note  is  your  big  item. 

Mr.  Maxwell.  Would  you  object  if  I asked  Mr.  Cannon  to  cover 
that  particular  item? 
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Mr.  Thomas.  Not  a bit.  In  the  meantime  we  shall  insert  into  the 
record  at  this  point  pages  17  through  the  top  half  of  page  21  of  the 
justifications. 

(The  pages  referred  to  follow :) 

Treasury  Department,  Fiscal  Service,  Bureau  of  Accounts,  Division  of 

Disbursement 

general  statement 

The  Division  of  Disbursement  is  responsible  for  disburing  moneys  for  all 
executive  civilian  agencies  of  the  U.S.  Government  except  the  postal  service, 
U,S,  marshals  and  certain  Government  corporations.  The  Division  is  not  in  a 
position  to  exercise  control  over  its  workload.  The  workload  is  controlled  by 
legislation,  as  interpreted  and  given  effect  to  by  the  agencies  responsible  for 
carrying  out  legislative  programs. 

The  Division  must  be  prepared  at  all  times  to  make  prompt  payments  to 
veterans,  social  security  annuitants,  and  public  creditors,  based  upon  certified 
vouchers  received  from  the  administative  agencies.  In  preparing  its  annual 
appropriation  estimates  the  Division  must  rely  upon  anticipated  work  volume 
figures  furnished  by  such  agencies.  Experience  over  many  years  has  proved 
that  as  a general  rule  the  agencies’  figures  as  to  anticipated  work  volume, 
although  made  many  months  in  advance,  are  reliable.  However,  it  occasionally 
happens,  as  in  the  case  of  the  previous  1959  estimates  furnished  by  Social  Secu- 
rity Administration  and  Internal  Revenue  Service  (referred  to  more  specifically 
later  in  this  statement),  that  the  initial  work  volume  estimates  furnished  by 
the  agencies  prove  to  be  too  low,  resulting  in  the  amount  of  appropriated  funds 
being  inadequate. 

In  addition  to  increases  in  the  volume  of  payments  to  be  processed,  several 
new  laws  were  approved  after  the  1959  Treasury  appropriation  bill  was  enacted 
on  March  28,  1958,  which  resulted  in  additional  work  and  greatly  increased  the 
costs  which  must  be  borne  by  the  1959  appropriation  of  the  Division  of  Disburse- 
ment; namely.  Public  Law  85-462,  dated  June  20,  1958,  increasing  salaries  of 
Government  employees ; Public  Law  85-426,  increasing  postal  rates ; and  Public 
Law  85-840,  increasing  rates  of  social  security  benefits. 

In  order  to  stay  within  its  reduced  appropriation  in  fiscal  year  1958,  the 
Division  was  forced  to  defer  the  purchase  of  envelopes  and  other  essential  sup- 
plies into  fiscal  year  1959.  This  action  resulted  in  shorting  of  inventories  below 
levels  considered  safe  for  normal  operations.  The  amount  of  items  deferred 
totaled  $252,000,  which  will  have  to  be  made  up  in  1959.  While  the  Division 
is  unable  to  this  time  to  foresee  savings  which  will  enable  complete  absorption 
of  this  amount,  nevertheless  it  is  undertaking  to  do  so  in  full  in  1959.  How- 
ever, the  Division  feels  that  any  further  absorption  of  increased  costs  in  1959 
would  not  be  possible  without  seriously  impairing  the  payment  services  which 
the  Division  is  required  to  render. 

It  is  estimated  that  the  additional  amount  of  $3,975,000  will  be  required  under 
the  appropriation  “Salaries  and  expenses.  Division  of  Disbursement,  1959,”  to 
enable  the  Division  to  meet  increased  costs  and  workload  in  carrying  out  its 
functions  in  1959,  as  required  by  law.  Of  the  total  amount  of  this  supplemental 
request,  45  percent,  or  $1,803,894,  represents  actual  budget  expenditures.  The 
remaining  amount,  $2,171,106,  covers  social  security  work  and  would  be  charged 
to  the  two  trust  funds  involved.  Section  201(g)  of  the  Social  Security  Act, 
as  amended,  provides  that  the  managing  trustee  (Secretary  of  the  Treasury) 
shall  withdraw  from  the  Federal  old-age  and  survivors  trust  fund  and  the 
Federal  disability  insurance  trust  fund,  the  estimated  expenditures  by  the 
Treasury  Department  for  the  administration  of  titles  II  and  VIII  of  the  act. 
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The  following  table  summarizes  the  increases  in  the  Division’s  costs  for  which 
provision  was  not  made  in  the  1959  appropriation : 

Additional  funds  required,  fiscal  year  1959 


1.  Increased  expense  resulting  from  legislation : 

(a)  Public  Law  85-462,  increasing  salary  rates . $792,  835 

(h)  Public  Law  85-4:26,  increasing  postal  rates 2,260,800 

(c)  Public  Law  85-840,  increasing  social  security  rates  and 

work  volume • 441,  782 


Total  legislative  item  increases 3,  495,417 


2.  Increased  work  volume : 

(a)  Social  security  payments 391,902 

( b ) Tax  refund  payments 87,  681 


Total 479,  583 

Total  supplemental  appropriation  requirements 3,  975,  000 


There  follows  an  explanation  of  the  increases  set  forth  in  the  above  table : 

1.  Increased  expense  resulting  from  legislation 

(a)  Public  Law  85-^62,  approved  June  20,  1958,  increasing  salary  rates. — (1) 
This  law  increased  the  salary  costs  of  the  Division  of  Disbursement  by  $792,835 
for  the  fiscal  year  1959,  or  approximately  10%  percent  as  shown  in  the  above 
table,  item  1(a). 

{b)  Public  Law  85-462,  approved  May  21,  1958,  increasing  postal  rates. — 
Under  the  provisions  of  Public  Law  83-286,  approved  August  15,  1953,  the 
Division  of  Disbursement  is  required  to  reimburse  the  Post  Ofl5ce  Department 
for  the  amount  of  postage  accrued  for  checks  and  other  oflScial  mail.  Of  the 
total  volume  of  checks  and  bonds  issued  annually,  in  excess  of  90  percent  are 
mailed  individually  to  the  payees,  requiring  payment  of  postage  at  the  first-class 
rate.  The  remaining  volume  represents  salary  checks  and  savings  bonds  issued 
under  the  payroll  savings  plan  and  are  either  delivered  direct  to  agents,  or  bulk 
mailed  to  agents  in  the  administrative  offices  for  personal  delivery.  Public  Law 
85-426,  approved  May  27,  1958,  provided  for  a general  increase  in  postage  rates 
including  an  increase  of  1 cent  an  ounce  for  first  class  matter. 

The  1959  appropriation  (Public  Law  85-354,  approved  March  28,  1958),  car- 
ried an  amount  of  $7,157,749  for  postage  for  check  and  bond  mail  to  cover  the 
cost  of  mailing  individually  an  estimated  238,591,600  checks  and  bonds  during 
the  year  at  the  3-cent  rate.  The  1959  appropriation  also  carried  an  estimate 
of  $61,244  to  cover  the  cost  of  bulk  mailing  of  checks  and  bonds,  and  all  other 
official  mail  matter.  The  Division  will  require  an  estimated  $2,260,800,  as  shown 
in  the  above  table,  item  1(b),  to  cover  increased  postage  costs  for  11  months 
beginning  August  1,  1958,  for  individual  mailing  of  checks  and  bonds.  The 
figure  for  increased  postage  is  based  upon  the  original  work  volume  figures, 
and  does  not  include  increased  postage  which  will  be  required  on  the  increased 
work  volume  for  1959.  Postage  at  the  new  4-cent  rate  was  included  in  the  unit 
costs  in  computing  the  cost  of  increased  work  volume  to  be  processed  after 
August  1, 1958. 

(c)  Public  Law  85-840,  approved  August  28,  1958,  increasing  social  security 
rates  and  work  volume. — (1)  This  law,  among  other  things,  provided  for  in- 
creases in  the  rates  of  social  security  benefits.  The  Division  maintains  in  7 of 
its  regional  disbursing  offices  a total  of  10%  million  addressing  machine  plates 
and  punched  cards,  used  in  conjunction  with  various  types  of  mechanical  and 
electronic  equipment  for  the  purpose  of  preparing  checks  for  social  security 
beneficiaries.  As  in  the  case  of  addressing  machine  plates  used  for  preparing 
civil  service  annuity  checks,  the  social  security  plates  and  punched  cards  contain 
embossed  or  punched  information  as  to  name  of  each  beneficiary,  address,  ac- 
count number,  and  monthly  rate.  The  cost  of  changing  the  monthly  rates  on 
10%  million  plates  and  cards  to  give  effect  to  Public  Law  85-840  amounted 
to  $353,978. 

(2)  In  addition,  this  act  provided  that  certain  dependents  of  disabled  workers 
were  eligible  for  the  same  benefits  as  those  received  by  families  of  retired 
workers.  The  act  also  provided  for  retroactive  payments  to  disabled  workers 
and  extended  coverage  to  new  groups,  including  employees  of  religious,  charitable. 
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and  nonprofit  organizations  not  previously  covered,  and  State  and  local  govern- 
ment employees.  As  a result  of  this  legislation  and  based  on  information 
received  from  the  Social  Security  Administration,  it  is  estimated  that  the  Division 
will  be  required  to  process  new  cases  and  issue  an  additional  1,285,000  checks  -> 

in  1959  at  a cost  of  $87,804.  In  all.  Public  Law  85-840  will  result  in  increased 
cost  to  the  Division  of  Disbursement  amounting  to  $441,782  in  1959  as  shown 
in  the  above  table,  item  1(c). 

2.  Increased  work  volume 

Figures  for  increased  workload  cost  include  charges  for  postage,  materials 
and  labor,  but  no  overhead. 

{a)  Social  security  payments. — On  the  basis  of  further  information  furnished 
by  the  Social  Security  Administration  there  will  be  a substantial  increase  in 
the  number  of  claims  received  and  processed  by  that  agency  during  the  fiscal 
year  1959  over  the  original  estimate.  The  increase  was  attributed  by  the  Social 
Security  Administration  to  the  economic  recession,  as  stated  in  pertinent  part  by 
the  Director,  Bureau  of  Old-Age  and  Survivors  Insurance,  in  his  appearance 
before  the  Senate  Appropriations  Committee  in  May  of  1958  (p.  1069  of  the 
hearings,  H.R.  11645,  85th  Cong.),  in  regard  to  the  1959  estimate  presented  by 
Social  Security  Administration : 

“This  budget  estimate  is  based  upon  estimates  of  the  workloads  which  we  will 
receive  in  fiscal  year  1959  formulated  in  May  and  June  of  1957  before  the  present 
economic  recession.  It  is  now  clear  that  these  workload  estimates  are  substan- 
tially understated.” 

Later  on  the  Director  stated  : “Since  the  budget  before  you  is  based  on  workload 
estimates  made  a year  ago,  that  is,  before  the  economic  recession,  consideration 
is  being  given  to  how  much  in  additional  funds  will  be  required.”  It  is  estimated 
that  these  additional  claims  will  result  in  an  increased  workload  of  5,234,000 
checks  in  addition  to  the  increase  resulting  from  Public  Law  85-840  in  the  fiscal 
year  1959.  The  cost  of  processing  new  cases  and  making  the  5,234,000  additional 
payments  will  amount  to  $391,902  in  the  fiscal  year  1959  of  which  postage  alone 
will  be  $209,360. 

(b)  Tax  refund  payments. — The  Internal  Revenue  Service  has  advised  that 
the  number  of  tax  refunds  which  the  Division  will  be  called  upon  to  process  in 
1959  will  exceed  the  original  estimate  by  1,235,000  checks.  It  is  estimated  the 
cost  of  issuing  and  mailing  the  additional  tax  refund  checks  will  amount  to 
$87,681,  in  1959. 

POSTAGE  INCREASE 

Mr.  Cannon.  Mr.  Chairman,  the  largest  single  item  involved  is  the 
postage  increase.  We  mail  millions  of  checks,  as  you  know,  and  we 
have  as  a result  of  the  Postage  Increase  Act  of  May  27,  1958,  an  in- 
crease in  postage  for  this  year  of  $2,260,800  on  the  work  volume  in 
the  original  1959  estimate.  This  does  not  include  postage  on  in- 
creased work  volume  covered  by  this  supplemental  request. 

Mr.  Thomas.  You  mean  that  of  this  $3,975,000  how  much  of  it  is 
for  the  postal  increase  ? 

Mr.  Cannon.  That  was  $2,260,800,  for  work  included  in  the  orig- 
inal 1959  estimates. 

Then,  the  salary  increase  amounted  to  $792,835,  and  we  think  that 
is  a pretty  tight  estimate,  Mr.  Chairman. 

Mr.  Thomas.  $2,260,800  is  for  the  postal  increase? 

Mr.  Cannon.  Yes,  sir. 

INCREASING  SOCIAL  SECURITY  RATES  AND  WORK  VOLUME 

Mr.  Thomas.  For  what  is  this  $441,782  ? 

Mr.  Cannon.  That  is  made  up  of  other  work  increases.  For  in- 
stance, there  was  the  social  security  rate  change  which  was  embodied 
in  the  Social  Security  Amendments  Act  of  1958. 

Mr.  Thomas.  We  have  heard  about  that  also. 


808 


Mr.  Cannon.  That  rate  change  involved  changing  10.5  million  pay- 
ment records  to  put  the  new  rates  into  effect  and  that  cost  us  $353,978. 

In  that  act  tliere  was  an  increase  in  work  volume  for  disabled  peo- 
ple and  otliers  of  1,285,000  payments,  which  will  cost  us  $87,804,  mak- 
ing a total  cost  to  us  for  Social  Security  Act  of  1958  of  $441,782. 

^fr.  Thomas.  How  many  additional  people  did  you  have  to  put  to 
work  as  a result  of  the  increased  social  security  volume? 

^Fr.  Cannon.  The  increase  in  social  security  work  involved  a total 
of  130  employees,  of  whom  82  were  required  for  the  rate  change  and 
48  for  the  increased  work  volume. 

Mr.  Thomas.  What  did  it  cost  you?  Are  those  people  on  the  roll 
yet  ? 

Mr.  Cannon.  The  rate  change  and  increased  work  volume  under 
the  1958  act  cost  $441,782;  other  work  volume  increase  for  social  se- 
curity cost  $391,902,  or  a total  of  $833,684.  The  temporary  employees 
used  for  the  rate  change  are  no  longer  on  our  roll. 

Mr.  Thomas.  How  many  vacancies  do  you  have  now  among  your 
appropriated  jobs? 

!Mr.  Cannon.  Eight  at  the  moment  I do  not  have  that  figure. 

(The  following  was  submitted  later :) 

There  are  19  vacancies  in  regular  positions  at  the  present  time.  We  operate 
on  a very  close  personnel  ceiling  in  each  office  and  every  vacancy  must  be  made 
up  by  temporary  employees  or  overtime  in  some  cases.  We  have  1,991  employees 
on  the  rolls,  including  126  temporary  employees  engaged  in  making  tax  refunds 
under  the  program  now  underway.  Six  and  one-fourth  million  refunds  have 
been  made  in  this  fiscal  year  to  date.  About  275  to  300  additional  temporary 
employees  will  be  required  for  processing  the  remaining  32  million  refunds  to 
complete  the  program  by  May  15.  These  temporaries  and  others  employed  for 
special  programs  throughout  the  year,  such  as  the  temporaries  for  making 
the  social  security  rate  changes,  make  up  a portion  of  the  average  number  of 
employees  required  for  the  full  fiscal  year,  or  2,003  employees. 

absorption  of  part  of  pay  increase 

Mr.  Thomas.  Did  you  absorb  any  of  that  $792,385  for  your  pay 

GO  2 

Mr.  Cannon.  Yes,  sir;  we  absorbed  about  $61,700. 

Mr.  Thomas.  How  did  you  absorb  it?  Did  you  absorb  it  through 
your  “other  ob j ects,”  or  how  ? 

Mr.  Cannon.  We  have  a management  improvement  program  which 
is  in  effect 

Mr.  Thomas.  How  did  you  save  it?  Did  you  save  it  through  your 
“other  objects”? 

Mr.  Cannon.  Yes,  sir;  partly  through  the  “other  objects.” 

Mr.  Thomas.  You  did  not  save  it  in  your  personnel  costs?  It  was 
through  your  “other  objects”  ? 

Mr.  Cannon.  Some  of  it  was  through  reduction  in  personnel. 

Mr.  Thomas.  How  do  you  break  it  down  between  reduction  in  force 
and  your  “other  objects”  ? 

Mr.  Cannon.  We  have  given  effect  on  this  item  to  a reduction  in 
personal  services  this  year  of  $34,700.  The  remainder  of  the  $61,700 
will  have  to  come  from  savings  under  “Other  objects.” 
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NUMBER  OF  PERSONNEL 

Mr.  Thomas.  How  many  appropriated  jobs  do  you  have  for  fiscal 
year  1959? 

Mr.  Cannon.  After  allowing  for  work  volume  increases  we  have 
given  effect  to  a reduction  of  170  employees  for  the  fiscal  year  1959, 
as  compared  to  1958. 

Mr.  Thomas.  How  many  appropriated  jobs  do  you  have  for  fiscal 
year  1959  in  your  Bureau  here  ? 

I do  not  have  reference  to  man-years,  but  appropriated  jobs. 

Mr.  Cannon.  In  fiscal  year  1959  we  show  2,003. 

Mr.  Thomas.  2,003? 

Mr.  Cannon.  Yes,  sir. 

Mr.  Thomas.  How  many  did  you  have  on  the  roll  as  of  J anuary  1 
or  the  last  month  or  some  recent  date  out  of  your  2,003  ? 

Mr.  Cannon.  1,991 ; that  was  as  of  F ebruary  28. 

INCREASE  IN  SALARY  RATES 

Mr.  Thomas.  And  you  are  right  up  to  snuff,  then.  Those  2,003 
positions  with  reference  to  the  salary  increase  cost  you  $792,835,  or 
what  was  the  figure  in  excess  of  that  ? 

Mr.  Cannon.  Mr.  Chairman,  that  $792,835  was  based  upon  our 
regular  personnel,  not  related  to  the  personnel  we  had  to  put  on  to 
take  on  the  increased  work  volume. 

Mr.  Thomas.  Well,  you  put  on  48, 1 believe  you  said. 

Mr.  Cannon.  That  was  for  the  increased  social  security  work  vol- 
ume, but  for  the  rate  increase  we  had  to  put  on  an  additional  82 
employees.  For  the  increase  in  volume  of  tax  refunds  7 more  em- 
ployees are  required,  making  an  overall  total  of  137  employees.  Those 
were  all  temporary  employees,  except  40,  who  will  be  required  for  the 
continuing  social  security  benefit  payments. 

Mr.  Thomas.  So  it  would  be  90  in  addition  to  the  48  ? 

Mr.  Cannon.  That  48  was  for  additional  work  volume  under  the 
1958  Social  Security  Amendments,  of  which  40  will  be  needed  on  a 
permanent  basis. 

Mr.  Thomas.  And  90  was  for  your  social  security  change  ? 

Mr.  Cannon.  Yes,  sir;  the  rate  change  and  additional  payments 
caused  by  the  1958  act. 

Mr.  Thomas.  Well,  that  totals  about  140  people,  then. 

Mr.  Cannon.  That  was  accomplished  by  taking  on  temporary  peo- 
ple, who  have  now  gone  off  the  rolls,  except  for  40  people  needed  to 
handle  the  increased  volume  of  social  security  payments. 

Mr.  Thomas.  How  long  were  they  on — 30  days,  40  days,  6 months, 
or  how  long? 

Mr.  Cannon.  The  temporary  people  were  on  the  roll  beginning 
about  October  1958.  We  finished  the  rate  change  in  January  1959. 
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INCREASING  POSTAL  RATES 

Mr.  T iiOMAS.  Is  this  figure  of  $2,260,800  a firm  figure  now  for  your 
postage? 

Mr.  Cannon.  It  is  as  firm  as  we  can  make  it,  Mr.  Chairman.  Of 
course,  we  have  not  finished  the  year,  but  we  have  estimated  what  our 
woi  k volume  will  be  for  the  balance  of  the  year. 

Mr.  Thomas.  But  to  the  best  of  your  knowledge  that  is  the  figure 
for  yiostage? 

Mr.  Cannon.  Yes,  sir,  on  the  work  volume  included  in  the  original 
1959  estimates,  but  not  on  the  increased  work  volume  for  1959  included 
in  this  supplemental  request,  Mr.  Chairman. 

Mr.  Thomas.  Well,  you  mean  you  have  a figure  in  excess  of  that 
$2,260,800? 

Mr.  Cannon.  Yes,  sir.  On  our  increased  work  volume  of  7,754,000. 
We  are  required  to  figure  payment  volume  on  a unit  cost  basis,  which 
includes  postage. 

The  total  increased  postage  costs,  including  the  increased  work  vol- 
ume, would  be  $2,570,960.  That  includes  the  postage  on  the  7,754,000 
items  of  increased  work  volume  which  we  are  anticipating  this  year. 

Mr.  Thomas.  Well,  do  you  have  the  money  with  which  to  pay  it? 

Mr.  Cannon.  No,  sir ; we  do  not,  Mr.  Chairman. 

Mr.  Thomas.  What  you  are  saying  is  this:  You  asked  the  Bureau 
of  the  Budget  for  this  money,  not  $2,260,800,  but  for  $2,570,960  ? 

Mr.  Cannon.  That  represents  $2,260,800  increased  postage  on  the 
original  1959  work  volume,  plus  $310,160  postage  for  the  increased 
1959  work  volume  of  7,754,000  items. 

Mr.  Thomas.  Well,  is  this  figure  your  total  figure,  $3,495,417?  Is 
that  adequate  for  your  purpose  here,  or  are  you  short  ? 

IMr.  Cannon.  Well,  it  is  going  to  be  a pretty  tight  figure,  Mr.  Chair- 
man; $3,975,000  is  what  we  are  requesting,  but  we  are  going  to  have 
to  realize  savings  during  the  balance  of  the  year  of  some  $262,000  in 
order  to  stay  within  the  amount  that  we  are  requesting. 

increased  workload  volume 

Mr.  Thomas.  Well,  now,  your  workload  here  has  not  been  discussed. 
Is  that  a separate  figure,  $479,583  ? 

Is  that  in  addition  to  your  workload  generated  by  your  increased 
work  under  the  Social  Security  Act  ? 

Mr.  Cannon.  Yes,  sir.  The  workload  would  be  under  two  cate- 
gories. One  would  be  the  increased  workload  which  was  brought 
about  by  Social  Security  Amendments  of  1958  and 

Mr.  Thomas.  You  have  $441,000  set  aside  for  that. 

Mr.  Cannon.  Yes,  sir.  That  was  due  to  increased  workload  under 
the  1958  act. 

Three  hundred  and  ninety-one  thousand  nine  hundred  and  two  dol- 
lars represents  increased  social  security  workload  of  5,234,000  items 
due  primarily  to  the  economic  recession.  That  is  over  and  above  the 
workload  which  was  brought  about  by  the  Social  Security  Amend- 
ments of  1958. 

Mr.  Thomas.  What  is  the  $479,000  item  for  ? 
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Mr.  Cannon.  That  includes  social  security  workload  of  5,234,000 
payments  costing  $391,902,  and  an  increase  of  1,235,000  payments  for 
tax  refunds  costing  $87,681.  The  total  of  those  two  is  $479,583. 

Mr.  Thomas.  You  have  two  social  security  items  here.  What  is 
the  difference  between  them?  You  have  one  here  for  $391,902,  and 
you  have  another  one  for  $441,000  for  increased  social  security  rates 
and  workload,  and  your  social  security  payments  are  $391,000. 

Mr.  Cannon.  The  social  security  amounts 

Mr.  Thomas.  You  break  it  down  into  two  parts,  and  it  is  going  to 
cost  you  right  aroimd  $800,000?  Is  that  what  you  are  trying  to 
say? 

Mr.  Cannon.  Yes,  sir.  $833,684. 

Mr.  Thomas.  And  you  are  breaking  it  down  into  two  parts? 

Mr.  Cannon.  Yes.  That  is  because  the  social  security  amendments 
legislation  was  enacted  after  our  1959  appropriation  bill  was  passed 
and  that  legislation  cost  us  the  figure  of  $441,7 82. 

In  addition  to  that,  the  social  security  people  tell  us  that  there  will 
be  an  increase  of  5,234,000  additional  payments  which  were  due — 

Mr.  Thomas.  More  people  are  going  to  get  their  money  and  you  are 
writing  more  checks ; is  that  it  ? 

Mr.  Cannon.  Yes,  sir;  that  is  due  to  the  economic  recession,  and 
that  total  of  $391,902 

Mr.  Thomas.  I do  not  know  to  what  it  is  due,  but  certainly  it  was 
due  to  some  legislation  which  was  put  in  your  lap;  was  it  not? 

Mr.  Cannon.  Yes,  sir. 

Mr.  Jonas.  May  I ask  a question  before  you  leave  that  item? 

Mr.  Thomas.  Yes,  surely. 

Mr.  Jonas.  My  question  arises  from  the  information  on  page  18 
where  you  say  of  the  total  amount  requested  of  $3,975,000,  $1,803,894 
was  an  actual  budget  expenditure,  and  the  remainder,  $2,171,106  will 
come  from  the  trust  fund ; is  that  correct  ? 

Mr.  Cannon.  That  is  correct,  sir.  The  ultimate  charge  will  be  to 
the  trust  funds. 

Moneys  are  appropriated  from  the  general  fund  of  the  Treasury  to  those 
Treasury  agencies  doing  work  involved  in  the  administration  of  subchapters 
II  and  VIII  of  the  Social  Security  Act  as  amended.  Under  the  provisions  of 
the  act  (see  title  42  U.S.C.  sec.  401)  the  Secretary  of  the  Treasury  makes  a de- 
termination at  the  end  of  each  quarter  as  to  the  amount  of  money  which  are 
expended  out  of  the  moneys  appropriated  from  the  general  fund  for  the  admin- 
istration of  subchapters  II  and  VIII.  The  amount  of  expenditure  so  determined 
is  then  charged  to  the  two  trust  funds  involved  and  covered  into  the  Treasury 
as  repayments  into  the  general  fund  of  the  Treasury.  However,  these  amounts 
are  not  available  to  us  for  payment  of  our  administrative  expenses  thus,  the 
end  result  is  that  expenditures  made  from  the  appropriation  of  the  Division 
of  Disbursement  for  work  performed  in  connection  with  payments  for  the  Fed- 
eral old  age  and  survivors  insurance  program  and  the  Federal  disability  in- 
surance program  are  not  treated  as  expenditures  repaid  to  the  general  fund 
of  the  Treasury,  and  do  not  affect  the  budget  deficit  or  surplus. 

Mr.  Jonas.  So,  the  only  actual  expenditure  contemplated  in  the 
$3,975,000  is  the  $1,803,894  ? ^ 

Mr.  Thomas.  No.  That  is  appropriated  funds.  The  other  comes 
out  of  the  Treasury. 

Mr.  Jonas.  That  is  all. 

Mr.  Thomas.  Thank  you,  gentlemen. 
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Wednesday,  March  4, 1959. 
Bureau  of  Customs 

WITNESSES 

DAVID  B.  STRUBINGER,  ASSISTANT  COMMISSIONER  OF  CUSTOMS 
LAWTON  M.  KING,  DEPUTY  COMMISSIONER,  DIVISION  OF  MANAGE- 
MENT AND  CONTROLS 

FRANK  B.  GATCHELL,  JR.,  BUDGET  OFFICER 

Salaries  and  Expenses 


Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  in- 
crease (+)  or 
decrease  (— ) 

Program  by  activities: 

1.  Assessment  and  collection  of  duties,  taxes,  and  fees 

2.  Apprais'd  of  imp  rted  merchandise 

3.  Investigations  of  violations  of  customs  and  related  laws 

and  regulations . 

$38, 163, 260 
7, 271,210 

2, 974, 300 
822,  950 

1,  071,  950 
1,  951.  330 
-203,  632 
-4,  255,  000 

$38, 283, 400 
7, 378, 440 

2, 977,  275 
823,  500 

1, 074, 800 
1, 953,  585 
-203, 632 

+$120, 140 
+107, 230 

+2. 975 
+550 

+2, 850 
+2,  255 

4.  Audit  of  cdlectlon  and  merchandise  accounts 

6.  Analysis  and  identification  of  merchancise  for  tariff 
purposes 

6.  Executive  direction 

7.  1959  program  obligated  in  1958... 

Supplemental  required  for  pay  increases 

Total  obligations 

+4, 255, 000 

47,  796,  368 

300,  000 
-300, 000 
+203,  632 

52,  287, 368 

300,  000 
-300, 000 
+203,  632 

+4,  491,  000 

Financing: 

Unobligated  balance  brought  forward 

Unobligated  balance  carried  forward 

1959  appropriation  available  in  1958 

New  obligational  authority 

48,  000, 000 

52, 491,  000 

+4,  491, 000 

Object  classification 


1959  presently 
available 


1959  revised 
estimate 


1959  in- 
crease (-I-)  or 
decrease  (— ) 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions. 

Average  number  of  all  employees  

Number  of  employees  at  end  of  year 


7,276 
74 
7, 143 
7, 339 


7,  276 
74 
7, 143 
7,  339 


01 


Personal  services: 

Permanent  positions 

Positions  other  than  permanent. 
Other  personal  services 


$43, 478. 170 
368,  150 
2, 300.  210 


$43,  663.  650 
368,  150 
2, 300,  995 


Total  personal  services - 

Travel 

Transportation  of  things 

Communication  services.. 

Rents  and  utility  services 

Printing  and  reproduction 

Other  contractual  services 

Supplies  and  materials 

Equipment  

Lands  and  structures. 

Grants,  subsidies,  and  contributions:  Government  con- 
tributions to  civil  service  retirement  fund 

Refunds,  awards,  and  indemnities 

Taxes  and  assessments 

1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 


02 

03 

04 
06 
06 

07 

08 

09 

10 
11 

13 

15 


46, 146,  530 

485. 000 
472,  000 

554. 000 
103,  000 
231,  000 
474, 930 

416. 000 

350. 000 


46, 332,  795 
485,  000 
472,  000 

591. 000 

103. 000 

231. 000 
475,  535 

416. 000 

350. 000 


2, 939, 950 
90, 000 
13,  220 
-203,  632 
-4,  255, 000 


2, 952, 080 
90, 000 
13,  220 
-203, 632 


Subtotal 

Deduct  charges  for  quarters  and  subsistence  furnished . 


47, 816, 998 
20, 630 


52, 307. 998 
20, 630 


47,  796, 368 


52,  287,  368 


+$185, 480 
+785 


+186,  265 

”''37,'5o6 
+656 


+12, 130 


+4, 255, 000 
4, 491, 000 


4, 491, 000 


Total  obligations. 
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Mr.  Thomas.  The  next  item  for  the  consideration  of  the  committee 
is  the  request  of  the  Bureau  of  Customs  which  will  be  found  on  page 
37  of  the  justifications. 

We  are  delighted  to  have  with  us  at  this  time  Mr.  David  B.  Stru- 
binger,  who  is  the  Assistant  Commissioner  of  Customs,  together  with 
Mr.  Lawton  M.  King,  Deputy  Commissioner,  Division  of  Management 
and  Controls,  and  Mr.  Frank  B.  Gatchell,  Jr.,  the  budget  officer. 

Mr.  Gatchell,  is  your  dad  Chief  Counsel  for  Federal  Power? 

Mr.  Gatchell.  No,  sir;  we  are  not  related,  so  far  as  I know. 

Mr.  Thomas.  Your  request  is  in  the  amount  of  $4,491,000  for  “Sal- 
aries and  expenses.” 

Mr.  Thomas.  How  does  this  increase  arise  ? 

Mr.  Strubixger.  It  is  mostly  a pay  increase.  However,  there  is 
some  postal  rate  increase. 

Mr.  Thomas.  I note  you  have  several  program  activities  listed,  in- 
cluding assessment  and  collection  of  duties,  taxes  and  fees  in  the 
amount  of  $120,140 ; appraisal  of  imported  merchandise  in  the  amount 
of  $107,230 ; investigations  of  violations  of  customs  and  related  laws 
and  regulations,  $2,9^75;  audit  of  collection  and  merchandise  accounts 
in  the  amount  of  $550 ; analysis  and  identification  of  merchandise  for 
tariff  purposes,  $2,850;  executive  direction,  $2,255,  and  supplemental 
required  for  pay  increases,  $4,255,000. 

How  much  did  you  absorb  of  that  pay  increase  ? 

Mr.  Strubinger.  Only  $250,  sir. 

NUMBER  OF  PERSONNEL 

Mr.  Thomas.  How  many  employees  are  in  your  Bureau  ? 

Mr.  Strubinger.  As  of  January  31,  7,497. 

Mr.  Thomas.  How  many  appropriated  jobs  do  you  have? 

Mr.  Strubinger.  Well,  actually,  sir,  our  appropriated  jobs  are  the 
number  of  people  on  the  payroll  because  we  do  not  have  any  vacancies. 
That  figure  is  7,497. 

Mr.  Kooney.  Then,  you  have  people  from  the  Department  of  Com- 
merce with  reference  to  the  export  control  program,  and  also  people 
from  the  Department  of  Agriculture  ? 

Mr.  Strubinger.  That  is  true.  However,  they  are  included  in  that 
figure  of  7,497.  The  funds  are  transferred  to  us  from  those  two  agen- 
cies, and  the  total  number  of  people  are  included  in  our  total  figure 
there. 
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WAGE  HOARD,  POSTAL  R^VTE,  AND  PAT  CUT  INCREASES 

Mr.  T HO^rAS.  How  much  wage  board  increase  did  you  have  in  here? 

Mr.  Strit LINGER.  $199,000. 

Mr.  Thomas.  And  your  postal  rate  increase  is  what  ? 

Mr.  Struhtnger.  $37,000. 

Mr.  T HOMAS.  And  your  Pay  Act  increase  is  what  ? 

Mr.  Struiunger.  $4,255,000. 

Mr.  T iiOMAS.  And  you  absorbed  none  of  your  Pay  Act  increases? 

Mr.  Strubinger.  No,  sir. 

Mr.  Tiio:mas.  What  about  your  wage  board  increase?  Are  these 
firm  figures? 

Mr.  Strubinger.  That  is  a firm  figure;  yes,  sir.  Those  rates  are 
already  in  effect. 

iMr.  Thomas.  And  that  included  what?  Did  it  include  the  last  half 
of  fiscal  year  1958,  or  was  it  the  first  half  of  1959  ? 

Mr.  Strubinger.  The  last  6 months  of  1958  and  the  first  half  of 
1959. 

Mr.  Thomas.  What  about  your  postal  rates  ? 

Mr.  Strubinger.  That  is  for  11  months  of  this  year — of  this  fiscal 
year — on  the  basis  of  $160,000  on  an  annual  rate. 

Mr.  Thomas.  Your  figure  of  $37,000  is  going  to  be  firm  ? 

Mr.  Strubinger.  We  think  so.  It  is  based  on  a contract  with  the 
Post  Office  Department. 

]\Ir.  Thomas.  You  mean  to  say  you  have  no  unfilled  positions  now 
in  the  entire  Bureau  ? 

klr.  Strubinger.  As  a matter  of  fact,  as  jobs  are  becoming  vacant 
we  are  freezing  them.  We  do  not  have  sufficient  funds  to  fill  jobs  for 
the  rest  of  the  year. 

Mr.  Thomas.  How  many  frozen  jobs  do  you  have  which  are  not 
filled? 

Mr.  Strubinger.  At  the  present  time  we  would  have  in  the  neigh- 
borhood of  about  75. 

Mr.  Thomas.  No  more  than  75  ? 

Mr.  Strubinger.  However,  that  represents  not  a fictitious  figure. 
It  represents  positions  that  we  budgeted  for  at  the  beginning  of  the 
year. 

Mr.  Thomas.  I am  not  talking  about  your  per  diem  and  your  wage 
board  employees.  I am  talking  about  your  regular  appropriated  jobs. 

Mr.  Strubinger.  That  is  what  I am  talking  about  also. 

Mr.  Thomas.  And  that  figure  is  75  ? 

Mr.  Strubinger.  Yes,  sir.  We  would  have  more  vacancies  than 
that 

JUSTIFICATION  OF  THE  ESTIMATE 

Mr.  Thomas.  At  this  point  in  the  record  we  will  insert  pages  42 
and  43  of  the  justifications. 
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(The  pages  referred  to  follow :) 

Schedule  on  supplemental  appropriations  and  revised  estimates 


1.  Present  appropriation  or  estimate $47,  796, 368 

2.  Additional  amounts  available 10,  000,  000 


3.  Total  amount  available 57, 796, 386 


4.  Apportionments: 

1st  quarter 16, 013,  898 

2d  quarter 15,  802,  802 

3d  quarter 15,  065, 492 

4tb  quarter 10, 914, 176 

Budgetary  reserves 


5.  Total  apportionments  and  reserves 57,  796,  368 


6.  Obligations : 

1st  quarter  (actual) 15,  801, 955 

2d  quarter  (actual) 15,806,043 

3d  quarter  (estimated) 15,170,000 

4th  quarter  (estimated) 15,509,370 


7.  Total  actual  and  estimated  obligations 62,  287,  368 

8.  Less  total  amount  available 57,  796, 368 


9.  Estimated  supplemental  required 4, 491, 000 


10.  Estimated  supplemental  included  in  latest  budget 4, 255,  000 

11.  Date  needed : 

For  obligation May  28,  1959 

For  expenditures June  3, 1959 


12.  Estimated  expenditures  for  supplemental 


In  budget 

Revised 

In  nnrrftnf;  fisnal  ypnr 

$4, 085, 000 
170, 000 

$4,311,000 
180, 000 

In  next  fiscal  vear 

After  next  fiscal  year 

13.  Actual  obligations  last  3 months 

October $5,546,754 

November 4,  861,  352 

December 5,  397,  937 

EXPLANATION  OF  REQUESTED  1959  SUPPLEMENTAL  APPROPRIATION 

This  1959  supplemental  request  is  being  made  to  provide  a total  of  $4,491,000 
for  the  purposes  of  financing  pay  increase  costs  under  Public  Law  85-^62 
($4,255,000),  postal  rate  increases  under  Public  Law  85^26  ($37,000),  and  wage 
board  rate  increases  which  became  effective  during  the  12  months  ending  De- 
cember 31,  1958  ($199,000).  All  of  these  increased  costs  are  wholly  outside 
the  administrative  control  of  this  Bureau  and  have  been  included  in  a “deficien- 
cy” apportionment  approved  by  the  Director  of  the  Bureau  of  the  Budget. 

The  pay  increase  portion  of  this  estimate  ($4,255,000)  represents  the  actual 
pay  increase  costs  which  accrued  through  the  first  half  of  the  year,  plus  a 
projection  for  the  last  half  year  of  employees  on  the  rolls.  Full  allowance  for 
savings  due  to  turnover,  lapses,  etc.  have  been  made. 

The  postal  rate  increase  portion  of  this  estimate  ($37,000)  represents  the  11 
months’  cost  of  the  basic  one-third  rate  increase  which  was  made  effective 
August  1,  1958,  by  Public  Law  85-426.  The  annual  postal  cost  of  this  Bureau 
under  old  rates  was  $120,000.  A one-third  increase  represents  $40,000  per  year 
or  $37,000  for  11  months. 
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The  wap:e  board  increase  portion  of  this  estimate  is  $199,000.  More  than 
three- fourths  of  this  amount  ($150,000)  accrued  during  the  last  6 months 
of  fiscal  year  1958,  and  was  submitted  to  the  Congress  as  a 1959  supplemental 
early  in  fiscal  year  1959.  This  item  was  deleted  from  the  bill  with  the  recom- 
mendation that  it  be  submitted  later  together  with  other  pay  increase  items. 
See  House  Report  No.  2221,  pages  3 and  56.  The  remaining  $49,000  represents 
those  increases  which  have  occurred  during  the  period  July  1 to*  December  31, 
1958.  Kach  increase  has  been  computed  from  its  effective  date  through  June 
30,  1959,  and  this  amount  is  included  in  the  estimate.  Nearly  800  employees 
in  more  than  30  communities  have  received  these  increases.  We  are  required 
by  law  to  place  them  into  effect  promptly. 

The  absorption  of  these  costs  within  our  present  appropriation  would  have 
necessitated  a reduction  of  approximately  675  man-years  of  employment.  Such 
A reduction  could  have  been  accomplished  only  through  a mass  reduction 
in  force  program  applied  early  in  the  fiscal  year.  Such  a reduction  has  been 
and  is  wholly  infeasible  in  view  of  the  continuing  steady  increases  in  all  major 
workload  items.  The  following  table  highlights  the  increases  in  workload 
which  occurred  during  fiscal  year  1958  and  those  which  have  taken  place  during 
the  first  5 months  of  fiscal  year  1959. 

Mr.  Thomas.  Thank  you  very  much,  gentlemen. 

Mr.  Strubinger.  Thank  you,  Mr.  Chairman. 


Wednesday,  March  4, 1959. 
Internal  Revenue  Service 

WITNESSES 

DANA  LATHAM,  COMMISSIONER 

CHARLES  I.  FOX,  DEPUTY  COMMISSIONER 

ORAY  W.  HUME,  FISCAL  MANAGEMENT  OFFICER 

Salaries  and  Expenses 


Program  and  financing 


Program  by  activities: 

1.  Rulings,  technical  planning,  and  special  technical 

services 

2.  Collection  of  revenue 

3.  Audit  of  tax  returns 

4.  Tax  fraud  and  special  investigations 

5.  Alcohol  and  tobacco  tax  regulatory  work 

6.  Taxpayer  conferences  and  appeals 

7.  Legal  services 

8.  Inspection 

9.  Statistical  reporting 

10.  Executive  direction 

1969  program  obligated  in  1968 — 

Supplemental  required  for  pay  increases 

Toatl  obli-'ations 

Financing:  1959  appropriation  available  in  1958 

New  obligational  authority 

New  obligational  authority:  Appropriation 


1959  presently 

1959  revised 

1959  increase 

available 

estimate 

$5, 655,  902 

$5,  657,  546 

$1,  644 

148, 144, 220 

148,  559, 148 

414,  928 

123,892,183 

123,  990,  296 

98, 113 

18,  300,  235 

18,  309,  005 

8,  770 

25,  886, 394 

25.  899,  549 

13, 155 

12,  920  749 

12,  928,  423 

7,  674 

8,  817,  604 

8,  819,  248 

1,  644 

4,  799,  238 

4,  799,  786 

548 

2,  720,  638 

2,  721, 186 

548 

4,  414,  717 

4,  415,813 

1,096 

-818,  614 

-818,  614 

-30,  051,  880 

30, 051.880 

324,681,386 

355,  281,  386 

30,  600, 000 

818,  614 

818,  614 

325,  500,  000 

356,100,000 

30,  600,  000 

325,  500,  000 

356, 100,  000 

30,  600,  000 

I 
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Object  classification 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions — 

Positions  other  than  permanent- 
other  personal  services^ 


1959  presently 
available 


1959  revised 
estimate 


50, 247 
1, 933 
51,  427 
50,  750 


$292,  945,  459 
6, 377, 926 
2,  287,  594 


50, 247 
1,933 
51, 427 
50,  750 


$202, 945, 459 
6,  377,  926 
2, 287,  594 


1959  Increase 


Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  materials 

•09  Equipment — 

11  Grants,  subsidies,  and  contributions 
13  Refunds,  awards,  and  indemnities... 

15  Taxes  and  assessments 

1959  program  obligated  in  1958... 

Supplemental  required  for  pay  increases. 


301,  610, 979 
8, 631,  565 

1,  690, 239 
6, 148,  756 

2,  261,781 
7, 358, 346 
3, 118, 143 
3, 265, 883 
1, 766,  472 

19, 060, 263 
510,  000 
129, 453 
-818,  614 
-30, 051,  880 


301,  610,  979 
8, 631,  565 
1,  690, 239 
6, 696, 876 
2, 261,  781 
7. 358,  346 
3, 118, 143 
3, 265, 883 
1,  766, 472 
19. 060, 263 
510,  000 
129,  453 
-818, 614 


$548, 120 


30, 051, 880 


Total  obligations 


324, 681, 386 


355, 281, 386 


30, 600, 000 


Mr.  Thomas.  The  next  item  for  the  consideration  of  the  committee 
is  that  with  reference  to  the  request  of  the  Internal  Kevenue  Service. 

We  are  delighted  to  have  with  us*  at  this  time  Mr.  Dana  Latham, 
the  Commissioner,  together  with  Mr.  Charles  I.  Fox,  Deputy  Com- 
missioner, and  Mr.  Gray  W.  Hume,  Fiscal  Management  Officer. 

I note  you  have  two  items  here,  one  in  the  amount  of  $30,051,880 
for  the  pay  increase,  and  then  you  have  your  postal  rate  increase  in 
the  amount  of  $548,120;  is  that  correct? 

Mr.  Latham.  That  is  correct,  sir. 

PERSONAL  SERVICES 

Mr.  Thomas.  How  many  appropriated  jobs  do  you  have? 

Mr.  Latham.  Approximately  51,000. 

Mr.  Thomas.  51,000? 

Mr.  Latham.  Yes,  sir. 

Mr.  Thomas.  What  is  your  unfilled  number  as  of  some  recent  date? 

Mr.  Latham.  I would  estimate  approximately  1,000. 

Mr.  Thomas.  What  is  the  average  salary  ? Is  that  figure  $5,516  ? 

Mr.  Latham.  About  $6,000,  grade  7.3. 

Mr.  Thomas.  Grade  7.3,  and  an  average  salary  of  $6,001  ? 

Mr.  Latham.  Yes,  sir. 

Mr.  Thomas.  That  is  cutting  it  pretty  fine. 

COMMUNICATION  SERVICES 

Under  communication  services  you  have  an  increase  of  $548,120. 
Where  does  that  show  up  here  ? 

Mr.  Latham.  That  is  the  postal  increase,  Mr.  Chairman. 

Mr.  Thomas.  Is  that  your  postal  rate  increase  ? 

Mr.  Latham.  I believe  so;  yes. 

Mr.  Thomas.  And  there  is  no  telephone  and  telegraph  increase  ? 

Mr.  Latham.  Nothing  involved  in  there  over  and  above  what  was 
included  in  our  previous  appropriation. 
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Mu.  Tjiomas.  Is  that  figure  firm? 

Mr.  Latham.  As  nearly  as  we  can  determine.  We  think  it  is  quite 
accurate. 

Mu.  Thomas.  Were  you  able  to  absorb  any  of  this? 

.Mu.  Lathaive.  Only  $11,000  as  a balancing  figure. 

Mi{.  Thomas.  That  came  from  your  other  objects? 

^lu.  Latham.  Yes.  sir. 


JUSTIFICATION  OF  THE  ESTIMATE 

;Mu.  Thomas.  We  will  insert  into  the  record  at  this  point  pages  52 
and  53  of  the  justifications. 

(The  pages  referred  to  follow :) 

General  Statement 

I’liere  is  submitted  herewith  supplemental  estimate  of  appropriation  for  the 
fiscal  year  1959  in  the  amount  of  $30,600,000.  This  total  amount  covers  the 
cost  of  pay  increases  authorized  by  Public  Law  85-462,  Federal  Employees 
Salary  Increase  Act  of  1958,  in  the  amount  of  $30,051,880,  and  the  additional 
cost  to  the  Service  of  adjusted  postal  rates  established  by  Public  Law  85-426, 
in  the  amount  of  $548,120. 

Pay  Increase 


The  Internal  Revenue  Service  has  based  its  request  for  additional  funds  to 
cover  the  full  cost  of  the  pay  increase  on  its  authorized  financial  plan  for  the 
current  year.  To  attempt  to  absorb  any  part  of  the  increased  cost  would  result 
in  a reduction  in  personnel.  The  resulting  reduction  in  expenditures  would  be 
much  less  than  the  additional  tax  revenues  these  people  would  bring  in.  We 
are  far,  far  short  of  doing  an  adequate  job  of  collecting  all  the  revenue  right- 
fully due  the  Government  under  existing  legislation,  and  in  addition  the  volume 
of  work  is  increasing  year  by  year.  This  critical  need  has  been  recognized  by 
the  allowance  of  funds  in  the  1960  estimate  for  a further  expansion  of  our 
enforcement  program. 

We  have  made  great  progress  in  our  efforts  to  obtain  more  effective  utilization 
of  available  funds  and  personnel  and  these  efforts  will  continue.  Through  im- 
proved work  performance  and  work  methods,  it  is  believed  that  we  can  produce 
even  more  revenue  through  enforcement  efforts  than  was  realized  in  1958.  How- 
ever, there  is  a limit  to  additional  production  by  this  method  and  beyond  that 
only  additional  enforcement  personnel  can  increase  production. 

The  following  table  sets  forth  the  composition  of  the  amount  requested  for 
authorized  salary  increases  and  related  costs.  The  rate  of  increase  shown  for 
personal  services  was  derived  from  a grade-by-grade  and  rates  within  grade 
analysis  of  the  differences  between  salary  rates  established  by  the  Federal 
Employees  Salary  Increase  Act  of  1958  and  comparable  rates  prior  to  enactment 
of  the  act.  Rates  of  increase  for  related  costs  are  based  upon  analyses  of  actual 
increases  as  refiected  in  payroll  documents. 


01 


04 

07 

11 

15 


Presently 

available 


Personal  services $273, 504,  662 

Less  salaries  not  subject  to  increases  authorized  by 
Public  Law  85-462. 781, 191 


Total 

Communication  services  (reimbursement  to  General  Serv- 
ices Administration  for  proportionate  part  of  telephone 

operators’  salaries) 

Other  contractual  services  (070— contributions  to  the  Fed- 
eral group  life  insurance  program) 

Grants,  subsidies,  and  contributions  (111 — contributions 

to  the  civil  service  retirement  fund) 

Taxes  and  assessments  (cost  of  employer’s  share  paid  under 
the  Federal  Insurance  Contributions  Act) 


272,  723,  471 


928,  659 
17,  278, 817 
117,  354 


Total  increase. 


Eate  of  in- 
crease, 
percent 


Amount  of 
increase 


10. 31496 


10. 66 
10. 31 
10.31 


$28, 131, 317 

28, 023 
98,  995 
1, 781, 446 
12,  099 
30, 051, 880 
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POSTAL  INCREASE 

In  approving  the  increase  in  postal  rate,  Congress  authorized  higher  rates  for 
first-  and  third-class  mail  and  for  airmail.  First-class  and  airmail  rate  increases 
were  effective  on  August  1,  1958,  and  third-class  mail  on  January  1,  1959.  The 
increased  cost  for  the  fiscal  year  1959  was  based  on  the  estimated  mailings  after 
the  effective  date  at  the  percentage  of  increase  in  rates.  Since  there  are  no  avail- 
able funds  with  which  to  meet  this  additional  cost,  the  full  amount  of  the  in- 
crease is  requested. 

Mr.  Thomas.  We  thank  you,  gentlemen,  very  much,  for  your  ap- 
pearance before  us  today. 

Mr.  Latham.  Thank  you,  Mr.  Chairman. 


Wednesday,  March  4,  1959. 

U.S.  Secret  Service 

WITNESSES 

IT.  E.  BAUGHMAN,  CHIEF,  U.S.  SECRET  SERVICE 

RUSSELL  DANIEL,  DEPUTY  CHIEF 

GEORGE  W.  TAYLOR,  ADMINISTRATIVE  OFFICER 

Salaries  and  Expenses,  White  House  Police 


Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  in- 
crease (-f ) or 
decrease  (— ) 

Program  by  activities: 

Protection  of  White  House  and  groimds  (total  obligations)  . 
Supplemental  required  for  pay  increases — 

Total  obligations 

$979, 000 
-114, 000 

$995, 000 

-f$16, 000 
-hll4, 000 

865, 000 
865, 000 

995, 000 
995, 000 

) 130, 000 

130, 000 

Pinancing:  Appropriation  (new  obligational  authority) 

Object  classification 


1959  presently 
available 

1959  revised 
estimate 

1959  in- 
crease (-}-)  or 
decrease  (— ) 

Total  niiTn  her  of  pfirmanftnt  positioTif?  _ __  

160 

170 

-MO 

-1-2.8 

+11 

A voragA  rmmbpr  of  all  p.mploypfts  , 

153 

155.8 

Nlimhp.r  AToployAAS  at  ATid  of  yp.ar  _ _ 

153 

164 

01  Personal  services: 

Permanent  positions 

$934, 121 
22, 928 

$948, 901 
23, 148 

+$14, 780 
+220 

Other  pPTsonal  sprvicp.s 

Total  per  son  al  sprvipps 

957, 049 
1, 000 
10 

972, 049 
1, 000 
10 

+15, 000 

02  Travel 

0.3  Transportation  of  things  . _ _ 

Ofi  Printing  and  reproduction 

350 

350 

07  Other  contractual  services  _ _ _ . _ _ . 

4,091 
16, 400 
100 

4, 091 
17, 400 
100 

08  Supplies  and  materials  _ _ 

+1, 000 

09  Equipment 

Supplemental  required  for  pay  increases., 

-114,000 

+114, 000 

Total  obligations.  __  _ 

865, 000 

995, 000 

+130, 000 

820 


Mr.  Thomas.  The  next  item  for  the  consideration  of  the  committee 
is  tliat  for  tlie  White  House  Police,  in  the  amount  of  $130,000. 

We  are  delighted  to  have  with  us  at  this  time  Mr.  U.  E.  Baughman, 
Chief,  U.S.  Secret  Service,  together  with  Mr.  Eussell  Daniel,  Deputy 
Chief,  and  Mr.  George  W.  Taylor,  administrative  officer. 

Mr.  Baughman,  will  you  please  explain  to  the  committee  your 
request  ? 

GENERAL  STATEMENT 

Mr.  Baughman.  Mr.  Chairman,  we  are  requesting  a supplemental 
of  $130,000  for  the  White  House  Police. 

Now,  as  you  undoubtedly  know,  the  White  House  Police  job  is  to 
protect  the  Executive  Mansion  and  its  grounds,  and  assist  the  Secret 
Service  in  the  protection  of  the  President. 

Of  this  $130,000,  $114,000  is  requested  for  pay  cost  increases. 

Mr.  Thomas.  $114,000  is  pay-act  increases? 

Will  you  please  breakdown  the  other? 

You  have  $16,000  for  some  transfers ; do  you  not  ? 

Mr.  Baughman.  The  $16,000  is  a request  for  11  additional  White 
House  Police  to  be  assigned  at  the  Executive  Office  Building  to  ex- 
tend protection  to  the  files  and  offices  occupied  by  members  of  the 
White  House  staff. 

JUSTIFICATION  OF  THE  ESTIMATE 

Mr.  Thomas.  We  will  insert  at  this  point  in  the  record  page  61 
of  the  justifications. 

(The  page  referred  to  follows :) 

Detailed  explanation  of  estimate 


Personal  services : 

11  class  3 privates  at  $5,200  each  (3  months) $14,  730 

1 day’s  pay  above  52-week  base 220 

Pay  increase  (Public  Law  85-584) 114,000 


Total  increase  in  personal  services 129,  000 

Supplies  and  materials : Uniforms 1,  000 


Total  request 130,  000 


Eleven  class  3 privates  (4  months,  March  1,  1959,  to  June  30,  1959),  $15,000 
Request  is  made  for  11  additional  police  necessary  for  the  protection  of  approxi- 
mately 24,000  square  feet  of  space,  including  files,  conference  areas,  and  briefing 
rooms,  located  on  the  second  fioor  of  the  Executive  Oflfice  Building  (old  State 
Department  Building),  occupied  by  members  of  the  White  House  staff.  The 
funds  requested  will  permit  the  employment  of  the  11  police  for  3 months  begin- 
ning with  April  1,  1959,  or  an  average  increase  of  2.8  man-years  for  the  fiscal 
year  1959. 


Executive  Office  Bldg. 

7:30  a.m.  to 
3:30  p.m. 

3:30  p.m.  to 
11:30  p.m. 

11:30p.m.  tr 
7:30  a.m. 

Total 

Po<?t  eovemvft  ppr  day  

3 

2 

2 

7 

4 

Daily  avp.ragft  nff  duty 

Total  oompleTTifiTit  _ . . 

11 

The  above  complement  is  based  on  each  person  working  approximately  225 
days  per  year  after  allowance  for  regular  days  off,  holidays,  sick  and  annual 
leave. 
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Pay  increase  (Pul>lio  Law  85-58Ji),  $llJji,000 

The  requested  amount  of  $114,000  is  for  the  change  in  pay  scales  authorized  by 
Public  Law  85-584  “District  of  Columbia  Police  and  Firemen’s  Salary  Act  of 
1958,”  funds  for  which  w’ere  not  included  in  the  regular  appropriation  for  1959. 

Equipment,  $1,000 

Request  is  made  for  $1,000  to  uniform  the  11  additional  White  House  Police. 

Mr.  Thomas.  You  may  proceed,  Mr.  Baughman. 

Mr.  Baughman.  These  members  of  the  White  House  staff  are  classi- 
fied as  the  10  top  Presidential  assistants  and  of  course  they  have 
highly  classified  papers,  and  it  has  been  requested  that  we  extend  our 
duties  to  the  protection  of  these  files. 

Mr.  Thomas.  The  files  are  there  at  the  Wliite  House  ? 

Mr.  Baughman.  The  files  are  in  the  Executive  Office  Building. 

Mr.  Thomas.  This  is  over  in  the  old  State  Department  Building  ? 

Mr.  Baughman.  That  is  correct,  sir. 

Mr.  Thomas.  Is  that  under  your  jurisdiction,  or  is  it  under  the 
jurisdiction  of  the  State  Department? 

In  order  to  keep  the  record  straight,  should  not  the  State  Depart- 
ment take  care  of  this  item  rather  than  charging  it  up  to  you  people  ? 

Mr.  Rooney.  No;  the  State  Department  does  not  have  anything  to 
do  with  it.  GSA,  I believe,  controls  it. 

Mr.  Thomas.  Should  not  GSA  take  it,  rather  than  putting  it  in 
your  lap  ? 

]\Ir.  Baughman.  The  White  House  officials  have  requested  it  of  the 
White  House  Police  instead  of  GSA  guards. 

Mr.  Thomas.  One  cannot  blame  them  for  that. 

What  part  of  this  pay  increase  have  you  absorbed? 

Mr.  Baughman.  Nothing,  sir.  The  only  way  we  could 

NUMBER  OF  PERSONNEL 

Mr.  Thomas.  How  many  people  do  you  have  on  your  staff,  and 
how  many  agents  do  you  have  ? 

Mr.  Baughman.  Actually,  we  have  148  White  House  Police  officers 
on  the  rolls  now,  and  the  established  post  coverage  requires  153. 
We  cover  the  additional  posts  by  working  the  men  overtime. 

Mr.  Thomas.  I note  you  have  five  vacancies.  What  is  your  clerical 
situation  in  addition  to  your  agents  ? 

Mr.  Baughman.  There  are  no  clerks  on  the  White  House  Police 
force. 

Mr.  Thomas.  There  is  no  clerical  staff  in  connection  with  that? 

Mr.  Baughman.  We  have  clerical  work,  but  that  is  performed  by 
the  officers  themselves,  and  desk  sergeants. 

Mr.  Bow.  Mr.  Chairman,  may  I ask  one  question  before  these  gentle- 
men leave? 

Mr.  Thomas.  Surely. 

Mr.  Bow.  Do  I understand  that  all  of  the  old  State  Department 
Buildinq-  will  be  policed  by  your  officers,  or  just  that  portion  occupied 
by  the  White  House  staff  ? 

Mr.  Baughman.  Just  the  portion  occupied  by  the  White  House 
staff,  and  that  is  on  the  second  floor  of  the  Executive  Office  Building. 

Mr.  Bow.  The  balance  of  the  building  would  be  policed,  then,  by  the 
GSA  guards  ? 
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Mr.  l^AU(;iiMAX.  That  is  correct,  sir. 

Mr.  I^ow.  So,  what  you  are  asking  for  is  only  the  protection  of 
AVhite  I louse  papers  and  officials  ? 

Mr.  Baughman.  Yes,  sir.  They  feel  if  they  had  space  at  the  White 
I louse,  we  would  be  doing  this  work  anyway. 

Mr.  Bow.  In  other  words,  you  would  be  doing  it  over  there  rather 
than  over  here? 

Mr.  Baughman.  Yes,  sir. 

Mr.  Bow.  That  is  all. 

Mr.  Thomas.  Thank  you  very  much,  gentlemen. 


Wednesday,  March  4,  1959. 

Bureau  of  the  Mint 

WITNESS 

LELAND  HOWARD,  ASSISTANT  DIRECTOR  OF  THE  MINT 

Salaries  and  Expenses 

Mr.  Thomas.  The  next  item  for  the  consideration  of  the  committee 
is  that  request  by  the  Bureau  of  the  Mint. 

W^e  are  delighted  to  have  with  us  at  this  time  Mr.  Leland  Howard, 
who  is  the  Assistant  Director  of  the  Mint. 

This  item  involves  this  language : 

An  act  to  recognize  the  high  public  service  rendered  by  Maj.  Walter  Reed 
and  those  associated  with  him  in  the  discovery  of  the  cause  and  means  of  trans- 
mission of  yellow  fever,  as  amended  by  the  act  of  September  2,  1958  (Public 
Law  85-879)  which  inserted  the  name  of  Roger  P.  Ames. 

The  amended  appropriation  language  is  requested  authorizing  the 
manufacture  of  a gold  medal  for  Roger  P.  Ames  from  the  appropria- 
tion currently  available. 

What  does  it  cost  to  strike  one  of  those  medals  ? 

Mr.  Howard.  We  have  estimated  about  $500,  sir. 

Mr.  Thomas.  Is  that  the  usual  cost  ? 

Mr.  Howard.  Yes ; we  already  have  the  dies. 

Mr.  Thomas.  We  will  insert  at  this  point  in  the  record  page  65 
of  the  justifications. 

(The  page  referred  to  follows :) 

Justification 

Amended  appropriation  language  is  requested  authorizing  the  manufacture 
of  a gold  medal  for  Roger  P.  Ames  from  the  appropriation  currently  available. 
This  authority  is  requested  to  carry  out  the  provisions  of  the  act  of  February 
28,  1929  (45  Stat.  1409)  entitled  “An  act  to  recognize  the  high  public  service 
rendered  by  Maj.  Walter  Reed  and  those  associated  with  him  in  the  discovery 
of  the  cause  and  means  of  transmission  of  yellow  fever”,  as  amended  by  the 
act  of  September  2,  1958  (Public  Law  85-879),  which  inserted  the  name  of 
Roger  P.  Ames. 
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Mr.  Koonet.  Who  is  Eoger  P.  Ames  ? 

Mr.  Howard.  As  I understand  it,  this  came  from  the  Army — a re- 
commendation— and  you  people  passed  it  down  here  in  the  act  last 
September,  and  Ames  was  a doctor  who  waited  on  these  yellow- fever 
patients.  Originally  in  1929,  when  they  included  a group  of 
names 

Mr.  Thomas.  Put  a little  history  into  the  record  at  this  point  with 
reference  to  these  two  names,  both  Maj.  Walter  Reed  and  Dr.  Ames. 

Mr.  Howard.  In  1929  Congress  recognized  the  work  done  by  Walter 
Reed  in  connection  with  the  yellow- fever  project 

Mr.  Thomas.  Did  they  not  name  the  hospital  out  here  for  him  ? 

Mr.  Howard.  Yes;  the  hospital  is  named  for  him,  as  I understand 
it. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Howard.  In  1929  they  gave  medals  to  22  men  and  IT  of  those 
men,  as  I read  the  file,  received  a pension  of  $125  per  month  for  life. 
Apparently  the  officers  did  not  receive  a pension. 

Later  on  that  was  increased  to  $200  a month.  About  2 years  ago 
the  name  of  Gustav  Lambert  was  added  to  this  group 

Mr.  Thomas.  And  you  are  adding  Ames  to  this  group  now  ? 

Mr.  Howard.  Yes,  sir. 

Mr.  Thomas.  Please  give  us  a little  further  information  with  re- 
gard to  Mr.  Ames. 

Mr.  Howard.  He  was  a doctor  who  waited  on  those  who  had  the 
yellow  fever.  He  was  not  one  of  those  who  took  the  yellow  fever, 
or  was  bitten  by  the  mosquitos.  He  waited  on  them,  and  his  name 
has  been  added  by  Congress  to  this  list. 

Ames  is  dead,  and  there  will  be  no  pension. 

We  are  merely  striking  the  medal.  We  are  not  asking  for  any 
additional  money.  All  we  are  asking  for  is  this  authority. 

Mr.  Thomas.  Thank  you  very  much,  Mr.  Howard. 
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Wednesday,  March  4,  1959. 
U.S.  Coast  Guard 


WITNESSES 

VICE  ADM.  ALFRED  C.  RICHMOND,  COMMANDANT 

REAR  ADM.  JAMES  A.  HIRSHFIELD,  ASSISTANT  COMMANDANT 

CAPT.  WALTER  C.  CAPRON,  DEPUTY  CHIEF  OF  STAFF 

CAPT.  PAUL  E.  TRIMBLE,  COMPTROLLER 

COMDR.  ROBERT  W.  GOEHRING,  CHIEF,  BUDGET  AND  COST  ANAL- 
YSIS DIVISION 

Operating  Expenses 


Program  and  financing 


Direct  program  by  activities: 

1.  Vessel  operations 

2.  Aviation  operations 

3.  Shore  stations  and  aids  operations 

4.  Repair  and  supply  facilities 

6.  Training  and  recruiting  facilities 

6.  Administration;  and  operational  control 

7.  Other  military  personnel  expense 

8.  Supporting  programs 

Total  direct  program  costs 

9.  Unfunded  adjustments  to  total  direct  program  costs: 

Property  or  Services  transferred  in  (— ) without  charge, 
net 

Total  direct  program  costs,  funded 

10.  Relation  of  costs  to  accrued  expenditures:  Costs  financed 

from  accrued  expenditures  of  other  years,  net  (— ) 

Supplemental  required  for  pay  increase 

Total  direct  accrued  expenditures 


Presently 

available 

1959 


$50,  782,  724 
19,  742,  518 
49,  000,  676 

5,  725,  448 
7,  274,  632 

23, 023, 373 
19,  984, 121 

6,  909,  797 


182,  443,  289 


-985, 000 


181,  458, 289 

-2,  748, 289 
-7, 200, 000 


171,  510, 000 


Revised 

estimate 

1959 


$51, 013,  724 
19,  742,  518 
49, 000,  676 

5,  725, 448 
7,  274, 632 

23,  423, 373 
19, 984, 121 

6,  909,  797 


183, 074,  289 


-985, 000 


182, 089, 289 
-2,  748, 289 


179, 341, 000 


Increase 


$231, 000 


400,000 


631, 000 


631, 000 


+7, 200, 000 
7, 831, 000 


Unpaid  undelivered  orders  brought  forward 

Unpaid  tmdelivered  orders  carried  forward 

Total  direct  program  (obligations) 

Reimbursable  program:  Total  reimbursable  program  (obliga- 
tions)  

Total  program  (obligations)-- 

Financing: 

Advances  and  reimbursements  from: 

Other  accounts 

Non-Federal  sources  (40  U.S.C.  481(c)) 

1959  appropriation  available  in  1958 

Appropriation  (new  obligational  authority) 


-14, 008, 143 
+13, 086,  787 

170,  588,  644 

30,  598,  770 

201, 187, 414 


-14, 008, 143 
+13, 086,  787 

178,  419, 644 

30, 598, 770 

209, 018,  414 


7,  831, 000 


7, 831,  000 


-30, 498,  770 
-100, 000 
+1,111,356 


-30, 498,  770 
-100, 000 
+1,  111,  356 


171,  700, 000 


179,  531, 000 


7, 831, 000 


825 


Object  classification 


Presently 

available 

1959 


Military; 

Average  number 

Number  of  military  personnel  at  end  of  year 

Oivilian: 

Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions.. 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 


26, 201 
26, 185 


3, 341 
70 
3, 179 
3,  513 


Permanent  positions: 

Military 

Civilian 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

08  Supplies  and  materials 

09  Equipment 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions 

12  Pensions,  annuities,  and  insm'ance  claims 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments 

Subtotal 

Deduct  charges  for  quarters  and  subsistence 

Total,  Coast  Guard  (normal  year) 

1959  program  obligated  in  1958 

Total 

Obligations  payable  out  of  reimbursements: 

Total  number  of  positions;  Military.. 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

Total  obligations  payable  out  of  rcimbursements. 

Total  obligations 


$91,412, 677 
14,  724,  267 
365, 065 
231. 854 


106,  733.  863 
4,  719.  566 
2,  754, 187 
1, 079,  971 
1, 357,  203 
427,  259 
12,  253, 615 
3, 317, 314 
24, 172,  988 
11, 196. 483 
250.  000 
1, 079, 095 
977,  904 
57,  302 
1,  343,  825 


171,  720,  575 
-20,  575 


171,700.  000 
-1,111, 356 


170,  588,  644 


3, 393 
7 

3,  400 
3,  400 


30,  598,  770 


201, 187,  414 


Revised 

estimate 

1959 


Increase 


26, 201 
26, 185 


3, 341 
70 
3,179 
3,513 


$97,  563, 677 
15, 639, 996 
402,  565 
251,  210 

113, 857, 448 
4,  719,  566 
2,  754, 187 
1, 079,  971 
1, 357,  203 
427,  259 
12, 317,  315 
3, 317, 314 
24, 172,  988 
11, 196.  483 
250. 000 
1,142, 810 
977,  904 
457,  302 
1,  523,  825 

179,  551,  575 
-20,  575 

179,  531, 000 

-1,111, 356 

178,  419,  644 


56,151,000 
915, 729 
37,  500 
19, 356 

7, 123,  585 


63, 700 


63,  715 

’"ioo.’ooo 

180, 000 

7, 831,  000 


7, 831, 000 


7, 831, 000 


3,  393 
7 

3, 400 
3,  400 

30,  598,  770 


209,  018,  414 


7, 831, 000 


Mr.  Thomas.  The  next  item  for  the  consideration  of  the  committee 
is  the  request  by  the  U.S.  Coast  Guard  for  an  additional  amount  for 
operating  expenses  of  $7,831,000. 

We  are  pleased  to  have  with  us  at  this  time  Vice  Adm.  Alfred  C. 
■Richmond,  Commandant;  Rear  Adm.  James  A.  Hirshfield,  Assistant 
Commandant;  Capt.  Walter  C.  Capron,  Deputy  Chief  of  Staff;  Capt. 
Paul  E.  Trimble,  Comptroller,  and  Comdr.  Eobert  W.  Goehring, 
Chief,  Budget  and  Cost  Analysis  Division. 

Admiral  Richmond,  we  shall  be  glad  to  hear  from  you  at  this  time. 
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GENERAL  STATEMENT 

Admiral  Ricii:mond.  For  the  “Operating  expenses”  we  are  request- 
ing tlie  amount  of  $7,831,000  composed  principally  of  pay  increases* 
There  were  two  items 

Mr.  Thomas.  Pay  increases  ? 

Admiral  Richimond.  Yes,  sir;  for  military  and  civilian  pay,  sir. 

Mr.  Thomas.  $6.1  million? 

Admi  ral  Richimond.  F or  military  pay,  $6.1  million,  and  $1.1  million 
for  civilian  pay  increases,  sir. 

Mr.  Thoimas.  You  may  proceed.  Admiral. 

Admiral  Richmond.  And  we  are  requesting  an  amount  of  $231,000 
for  cost  of  living  allowance  changes  in  Alaska  and  Hawaii,  and  a 
$400,000  item  to  satisfy  a compromise  settlement  of  the  South  Amboy 
explosion  suits  against  the  Government  under  the  Tort  Claims  Act. 

SETTLEMENT  OF  SOUTH  AMBOT  EXPLOSION  SUITS 

Mr.  Thomas.  What  do  you  mean  by  that  ? 

Admiral  Richmond.  In  1950  there  was  a serious  explosion  at  South 
Amboy. 

Mr.  Thomas.  In  1950? 

Admiral  Richmond.  Yes,  sir ; and  as  a result  of  that  explosion  there 
was  a loss  of  life  and  property  damage.  A number  of  suits  were  in- 
stituted against  the  Government  and  other  defendants.  These  cases 
have  been  pending  for  quite  some  time,  and  there  has  been  an  attempt 
on  the  part  of  Chief  Justice  Forman  of  the  district  court  in  New 
Jersey  to  settle  the  matter  without  going  into  full  litigation. 

Mr.  Thomas.  Has  the  $400,000  been  reduced  to  judgment  or  is  it 
a firm  figure.  Admiral  ? 

Admiral  Richmond.  It  is  a firm  figure.  The  Attorney  General  has 
agreed  to  that.  - 

Mr.  Thomas.  How  many  cases  are  involved  in  the  total  settlement 
of  $400,000? 

Admiral  Richmond.  There  were  121  plaintiffs  against  the  Govern- 
ment and  1 1 other  defendants,  sir.  The  total  claims  submitted  amount 
to  well  over  $22  million. 

Mr.  Thomas.  What  was  the  final  figure  as  to  the  Government’s 
liability  ? 

Admiral  Richmond.  The  final  figure  came  down  to  $3,310,000,  as 
a settlement  on  a compromise  basis — out  of  court  basis — of  which  the 
other  defendants  are  taking  $2,910,000  and  the  Government’s  share 
is  $400,000. 

Mr.  Thomas.  Therefore,  what  would  the  whole  thing  cost  the  Gov- 
ernment ? 

Admiral  Richmond.  The  total  cost  to  the  Government  would  be 
$400,000. 

Mr.  Thomas.  You  mean  the  Government’s  liability  is  $400,000 
overall  ? 

Admiral  Richmond.  Yes,  sir;  it  has  been  compromised  at  $400,000. 

Mr.  Thomas.  What  will  the  other  10  or  11  defendants  have  to  pay  ? 

Admiral  Richmond.  $2,910,000. 
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PAY  ACT  INCREASES 

Mr.  Thomas.  $6,100,000  was  brought  about  as  the  result  of  the  Pay 
Act? 

Admiral  Richmond.  $6,100,000  represents  the  increase  in  military 
pay  brought  about  as  the  result  of  the  Pay  Act. 

Mr.  Thomas.  And  the  increase  for  the  civilians  is  $1,100,000? 

Admiral  Richmond.  Yes. 

Mr.  Thomas.  Are  these  firm  figures  ? 

Admiral  Richmond.  Yes. 

Mr.  Thomas.  Do  you  have  any  vacancies  in  either  category  now, 
civilian  or  military?  How  many  appropriated  jobs  did  you  have  in 
the  military? 

Admiral  Richmond.  An  average  of  26,201  military  (exclusive  of 
those  financed  through  reimbursable  programs),  and  1,909  classified. 

Mr.  Thomas.  How  many  unfilled  jobs  in  both  classifications  as  of 
any  recent  date  ? 

Admiral  Richmond.  I would  have  to  put  that  in  the  record. 

Mr.  Thomas.  Can  you  give  us  an  approximate  figure  ? 

Admiral  Richmond.  I would  say  probably  between  50  and  100  for 
the  civilians. 

Mr.  Thomas.  What  about  the  military? 

Admiral  Richmond.  We  are  93  below  strength  in  the  classified, 
while  our  budgeted  lapse  rate  indicates  we  should  be  103  below 
strength. 

Mr.  Thomas.  How  about  the  military  ? 

Admiral  Richmond.  We  have  regular  recruiting  service  like  any 
other  military  service,  and  it  varies  from  month  to  month. 

Mr.  Thomas.  What  are  your  most  recent  figures  of  your  unfilled 
berths? 

Admiral  Richmond.  Well,  I would  have  to  check  the  officer  and  en- 
listed strength  in  the  projected  plan  for  the  month  and  get  our  own 
board  figures  for  the  present  time.  I can  put  that  in  the  record- 


Military  strength^  operating  expenses  as  of  Jan.  SI,  1959 


- 

Planned 

Actual 

Variation 

CommiSvSloned  officers 

2,443 

867 

2,431 

860 

-12 

Warrant  officers . 

-7 

Cadets . 

575 

592 

+17 

Enlisted  men 

22.  263 

22, 295 

+32 

Total 

26, 148 

26, 178 

+30 

These  strength  figures  are  for  direct  program  military  personnel.  Pay 
increases  for  reimbursable  program  military  personnel  are  not  included  in  this 
supplemental  request. 

Although  we  are  presently  above  the  planned  strength,  the  recruiting  and 
discharge  programs  will  be  adjusted  to  achieve  the  average  strength  budgeted 
for  fiscal  year  1959. 

Mr.  Thomas.  What  about  your  reenlistments? 

, Admiral  Richmond.  Our  reenlistment  rate  is  increasing,  particu- 
larly in  the  second  and  third  enlistments. 

Mr.  Thomas.  How  firm  is  this  figure  of  $6,151,000  for  your  military 
personnel  ? . 
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Admiral  Richmond.  It  is  very  firm. 

Mr.  Thomas.  When  was  it  made? 

Admiral  Richmond.  Within  the  last  2 months. 

COST  OF  LIVING  ALLOWANCE 

Mr.  Thomas.  What  about  this  cost-of-living  allowance,  $231,000? 

Admiral  Richmond.  That  has  come  about  due  to  the  fact  that  the 
Joint  Services  Committee  has  adopted  a new  system  of  establishing 
this  cost  of  living  allowance.  Probably  on  the  average  for  the  other 
Armed  Forces  it  is  not  more  expensive,  but  it  hits  us  particularly 
bad  b3cause  two-thirds  of  our  personnel  not  in  the  continental  limits 
of  the  United  States  are  in  Hawaii  and  Alaska,  two  areas  where  the 
rate  has  gone  up. 

Mr.  Thomas.  What  is  the  extra  allowance? 

Admiral  Richmond.  It  is  a differential  because  of  the  higher  cost 
of  living  in  those  areas. 

Mr.  Thomas.  I have  heard  a good  many  people  in  the  armed 
services  complaining  about  their  differential  being  cut,  the  cost-of- 
living  allowance  being  cut  all  over  Europe. 

Admiral  Richmond.  That  could  be.  The  point  that  I make  is  in 
some  areas  it  has  gone  down  under  the  new  formula  and  in  other 
areas  it  has  gone  up.  In  Alaska  and  Hawaii  the  latter  is  true.  Two- 
thirds  of  our  people  outside  the  continental  limits  of  the  United 
States  are  in  the  increased  cost  area. 

Mr.  Thomas.  Where  are  they  outside  the  continental  United 
States  ? 

Admiral  Richmond.  Primarily  in  Alaska  and  Hawaii.  We  have 
some  in  Puerto  Rico. 

Mr.  Thomas.  How  many  people  are  involved  in  this  $231,000  in- 
crease in  cost  allowance  ? 

Admiral  Richmond.  A total  of  2,378  in  Hawaii  and  Alaska. 

Mr.  Thomas.  Is  that  a firm  figure?  How  did  you  arrive  at  it? 

Admiral  Richmond.  That  is  the  actual  onboard  complement  as  of 
the  date  this  was  computed. 

Mr.  Thomas.  What  was  the  original  cost-of-living  allowance  for 
them  in  Alaska  and  Hawaii  ? 

Admiral  Richmond.  There  was  no  allowance  in  Hawaii. 

Mr.  Thomas.  It  was  all  for  Alaska.  What  was  that  figure  ? 

Admiral  Richmond.  As  an  average,  subsistence,  $3,  and  quarters, 
$1.50. 

Mr.  Thomas.  For  what  period  of  time? 

Admiral  Richmond.  Enlisted  men,  $1.35,  and  officers,  $1.85,  or  an 
average  of  $1.50. 

Mr.  Thomas.  Is  that  on  a monthly  basis  ? 

Admiral  Richmond.  A daily  basis. 

Mr.  Thomas.  That  is  an  a daily  basis,  $3  for  subsistence,  and  $1.50 
average  for  quarters  ? 

Admiral  Richmond.  Yes,  for  officers  and  men.  The  new  rates  under 
the  new  formula  vary  for  subsistence  from  $3,15  for  enlisted  with  two 
dependents  to  $4.85  for  officers  with  two  dependents,  so  it  has  gone 
from  $3  to  $4. 

Mr.  Thomas.  It  is  more  than  that.  From  $3  to  almost  $5.  You 
were  giving  me  an  average  figure  ? 
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Admiral  Kichmoistd.  Yes.  The  new  quarters  allowance  for  the  en- 
listed men,  two  dependents,  is  $1.45  and  $2.75  for  officers. 

Mr.  Thomas.  If  you  can  come  out  to  within  15  percent  of  your  over- 
all fi^ire  you  are  pretty  good. 

Admiral  Eichmoxd.  There  has  been  an  added  quarters  allowance 
for  Hawaii  which  did  not  exist  before.  We  have  1,347  people  in 
Hawaii. 

Mr.  Thomas.  You  do  not  have  any  subsistence  for  your  people  in 
Hawaii ; it  is  all  quarters  ? 

Admiral  Richmond.  We  did  not  under  the  old  system.  We  have 
both  now  in  Hawaii. 


JUSTIFICATION  OF  THE  ESTIMATE  FOR  PAY  INCREASES 

Mr.  Thomas.  We  will  insert  pages  77  and  78  of  the  justifications  in 
the  record  at  this  point. 

(The  pages  referred  to  follow:) 

4.  JUSTIFICATION 

Public  Law  85-462,  approved  June  20,  1958,  increased  the  pay  rates  of  classi- 
fied employees  and  employees  whose  salary  ranges  are  administratively  deter- 
mined. This  law  increased  civilian  pay  requirements  for  fiscal  year  1959  under 
“Operating  expense”  appropriation  by  $1,100,000. 

Detailed  computation  of  the  increased  cost  of  Public  Laws  85-422  and  85-462 
is  shown  below : 

Miutaey  Peesonal  Services 


Computation  of  increased  costs 


Basic  pay 

Monthly 
increase 
based  on 
average 
years  of 
service 

Average 

number 

Average 

annual 

increase 

Total 

increase 

Commissioned: 

Vice  admiral.  

$323.60 

1 

$3,883.20 
3, 283.20 
2, 493. 60 
1, 934.  40 
1, 339.  20 
662.40 

$3,883 
32, 832 
14, 962 
309. 504 

Rear  admiral  (upper) 

273.60 

10 

Rear  admiral  (lower) . 

207. 80 

6 

Captain  . 

161.20 

160 

Commander . ... 

111.60 

385 

515,  592 
287, 482 
388, 454 
177, 706 

Lieutenant  commander 

55.20 

434 

Lieutenant  . . 

57.60 

562 

691.20 

I/ieutenant  (jg.) .....  ...  - 

34.60 

428 

415.20 

Total,  commissioned  officers 

1,986 

1,  730, 415 

Warrant: 

W— 4 

60.20 

53 

722.40 

38,  287 
84,  252 
124, 402 
192, 722 

W-3  

59.00 

119 

708. 00 

W-2 

32.60 

318 

391.20 

W-1 

42.60 

377 

511.20 

Total,  warrant  officers 

867 

439,663 

Enlisted: 

E-9 - - 

119.20 

17 

1, 430.  40 
710.40 

24, 315 
48, 307 
819, 586 
895, 860 
1, 067, 640 
377, 737 

E-8 

59.20 

68 

E-7 - 

29.20 

2, 339 
3,555 
4. 100 

350. 40 

E-6 

21.00 

252.00 

E-5 

21.70 

260.40 

E-4- - - 

9.60 

3, 279 

115.20 

Total,  enlisted 

13,358 

3, 233, 445 

Total  basic  pay  increase 

6,403, 523 

830 


other  increases 


Officer  responsibility  pay  for  % year  only  (127  officers) $60,000 

Attendant  costs  resulting  from  the  rise  in  basic  pay: 

(a)  Terminal  leave  payments  and  reenlistment  bonus 456,477 

( h ) Government  contribution  to  social  security  fund 180,  000 


Total 6,100,000 


Civilian  Personal  Services 


Computation  of  increased  costs 


Grade 

Number 

Amount  of 
increase 

OS-16 

1 

$1, 365 
7,620 
6, 585 
44, 825 
61, 235 
89, 225 
12, 470 
77,  550 
9, 050 
88, 675 
39, 195 
128, 120 
197,  530 
134. 960 

GS-15 - 

6 

OS-14 

6 

OS-13 — 

46 

OS-12.. 

71 

OS-11 

120 

OS-10 

19 

OS-9 

129 

OS-8 - 

16 

OS-7 

170 

GS-6 - 

81 

OS-5 

290 

OS-4 

511 

OS-3 

385 

OS-2 

50 

16,  790 
2,  490 

GS-1 

8 

Increase  for  classified 

1,909 

917, 685 
-46,950 

Lapse. - 

Net  increase  for  classified  positions 

870,  735 
44, 994 
60.  515 
37,  500 

Increase  for  keepers  and  light  attendants 

Increased  cost  of  employment,  Coast  Guard  yard 

Part-time  employment,"  lamp  ighters 

Regular  pay  above  52-week  base 

3,598 
9, 068 
6,690 
63,  715 
3, 185 

Territorial  cost  of  living  allow  anc  s 

Additional  comp  nsa  ion  in  lieu  of  overtime  and  night  differential  pay 

Government  contribution  to  civil  service  retirement  fund 

OnvAfTiTnent,  contribution  to  employee,  in.mirance  _ 

Total - 

1, 100, 000 

Mr.  Thomas.  We  appreciate  the  appearance  of  you  gentlemen  very 
much. 
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Wednesday,  March  4,  1959. 
POST  OFFICE  DEPAETMENT 

WITNESSES 

HYDE  GILLETTE,  ASSISTANT  POSTMASTER  GENERAL,  BUREAU  OF 
FINANCE 

LINDLEY  H.  NOBLE,  DEPUTY  ASSISTANT  POSTMASTER  GENERAL 
AND  CONTROLLER,  BUREAU  OF  FINANCE 
CLARENCE  N.  BRUCE,  ASSISTANT  CONTROLLER  FOR  BUDGET,  BU- 
REAU OF  FINANCE 

IRVING  I.  RAINES,  DIRECTOR,  POSTAJL  RATES  DIVISION,  BUREAU 
OF  FINANCE 

E.  J.  WALSH,  ASSISTANT  CONTROLLER  FOR  ACCOUNTING,  BUREAU 
OF  FINANCE 

FREDERICK  E.  BATRUS,  EXECUTIVE  ASSISTANT,  BUREAU  OF 
TRANSPORTATION 

RALPH  ALEXANDER,  DIRECTOR,  TRANSPORTATION  DEVELOP- 
MENT AND  RESEARCH  DIVISION,  BUREAU  OF  TRANSPORTATION 
•RMTT.  STEPPER,  CONTROL  OFFICER,  BUREAU  OF  TRANSPORTATION 
LOUIS  J.  DOYLE,  ASSOCIATE  GENERAL  COUNSEL 

Mr.  Thomas.  The  committee  will  come  to  order. 

General  Statement 

We  have  before  us  the  Post  Office  Department.  Do  you  have  a gen- 
eral statement  for  us,  Mr.  Gillette  ? 

Mr.  Ghlette.  Yes,  sir.  Mr.  Chairman  and  members  of  the  com- 
mittee, the  estimates  and  appropriation  requests  now  before  you  cov- 
ering the  public  service  cost  of  the  Post  Office  Department  for  fiscal 
year  1959  are  being  submitted  in  compliance  with  the  requirements  of 
the  Postal  Policy  Act  of  1958  which  became  law  on  May  27,  1958. 

Mr.  Thomas.  When  was  that  put  on  the  books  and  when  did  it  get 
to  your  shop  ? 

Mr.  Gillette.  It  became  a law  May  27, 1958,  and  I am  sure  that  it 
came  to  our  shop  shortly  after  that,  Mr.  Thomas. 

Mr.  Thomas.  Aroundthefirstof  June,  we  will  say  ? ' 

Mr.  Gillette.  Yes. 

A brief  review  of  the  circumstances  leading  to  enactment  of  the 
provisions  of  Public  Law  85-426  relating  to  the  postal  rate  subsidies 
to  certain  subclasses  of  mail  may  prove  helpful  to  the  committee. 

Historically,  whenever  postal  rate  increases  were  considered  by  the 
Congress  opponents  of  such  increases  came  before  the  committees  of 
both  Houses  with  the  claim  that  rate  increases  would  not  be  neces- 
sary if  the  Government  would  meet  the  cost  of  those  postal  rate  sub- 
sidies granted  by  the  Congress  in  the  public  interest  and  not  burden 
the  mail  patron  with  the  cost  of  such  subsidies.  Recognizing  the 
need  to  separate  the  cost  of  services  performed  for  the  public  welfare 
from  that  incurred  in  providing  mail  service  for  individuals  and 
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buhinoss  enterprises,  the  President,  in  a special  message  to  the  Con- 
gr(*ss  on  tJanuary  11, 1955,  stated: 

('«‘rt;iin  s(‘rvic(‘s  which  are  performed  by  the  Post  Office,  such  as  those  for 
tile  Itliml,  are  a part  of  j?eiieral  welfare  services.  The  cost  of  such  services 
should  not  he  borne  by  users  of  the  mails.  Expenditures  for  them,  and  for 
services  p(‘rformed  for  the  Government,  should  be  identified  and  met  by  direct 
approi)riation. 

IdcMitica]  bills  (ILK.  5206  and  S.  1033)  were  introduced  during  the 
1st  session  of  the  85th  Congress  by  the  chairman  of  the  House  and 
Senate  Post  Office  and  Civil  Service  Committees  to  provide  reim- 
bursement to  the  Post  Office  Department  from  the  general  funds  of 
the  Treasury  for  the  postal  rate  subsidies  extended  to  certain  sub- 
classes of  mail  carried  either  free  of  charge  or  at  reduced  rates  of 
postage  and  the  excess  cost  of  transporting  international  mail  by 
foreign-flag  air  carriers. 

Testifying  before  the  House  Post  Office  Committee  on  March  7, 
1957,  in  support  of  H.K.  5206,  Mr.  Maurice  H.  Stans,  who  was  then 
serving  as  Deputy  Postmaster  General,  advised  the  committee  that 
enactment  of  legislation  to  provide  reimbursement  to  the  Depart- 
ment from  the  Treasury  of  revenues  forgone  through  rate  conces- 
sions deemed  by  the  Congress  to  be  beneficial  to  the  American  public 
generally  was: 

* * * one  of  the  few  remaining  actions  needed  to  place  the  Department  on  a 
sound  basis  of  accounting  for  the  aggregate  revenues  and  expenses  of  the  postal 
service. 

Mr.  Stans  indicated  that  the  rate  subsidies  for  which  the  Depart- 
ment would  seek  reimbursement  under  the  act  amounted  to  about 
$26.4  million  based  on  fiscal  1956  experience,  the  latest  figures  avail- 
able at  that  time. 

Mr.  Thomas.  This  act  is  on  the  books.  It  is  the  law.  It  is  working 
all  right.  Does  the  Department  have  any  plans  to  modify  it  or  change 
it  in  any  way  ? Are  you  satisfied  with  it  ? 

Mr.  Gillette.  Are  you  referring  to  Public  Law  85-426  ? 

Mr.  Thomas.  Yes.  That  is  the  law.  That  is  the  law  that  you 
gentlemen  advocated  the  passage  of. 

Mr.  Gillette.  I was  referring  to  our  advocating  the  passage  of  a 
different  law,  H.K.  5206,  which  did  not  become  a law. 

Mr.  Thomas.  Were  the  two  laws  substantially  the  same,  or  ma- 
terially different  ? 

Mr.  Gillette.  There  was  some  difference,  because  85-426  added 
certain  additional  public  services  that  were  not  in  H.K.  5206. 

Mr.  Thomas.  Substantially  the  two  were  the  same.  Maybe  one  went 
further  than  the  other,  but  they  recognized  the  same  thing.  It  was 
a matter  of  degree  ? 

Mr.  Gillette.  The  degree  was  very  substantial,  and  it  was  mainly 
in  that  Public  Law  85-426  added  certain  items  which  H.K.  5206  did 
not  have,  which  materially  increased  the  total  amount  of  reimburse- 
ment for  so-called  public  services. 

Mr.  Thomas.  If  what  Mr.  Stans  advocated  had  gone  into  effect 
you  would  be  looking  for  what? 

Mr.  Gillette.  Instead  of  $171,259,000,  we  would  be  looking  for 
about  $31  million. 

Mr.  Thomas.  There  would  be  a savings  of  at  least  $140  million  ? 
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Mr.  Gillette.  Yes,  because  of  the  additional  items  that  were  listed 
in  85-426  and  because  of  the  fact  that  there  was  a different  concept 
in  considering  the  reimbursement  for  preferred  mail. 

Mr.  Thomas.  Wlien  you  say  “more  items,”  you  mean  more  items 
would  have  paid  their  fair  share  of  the  cost?  Is  that  what  you  mean 
by  “more  items”  ? 

Mr.  Gillette.  More  items  would  have  been  listed  for  reimburse- 
ment by  the  Treasury  to  the  Post  Office  Department. 

Mr.  Thomas.  How  could  you  have  a decrease  in  the  amount  of 
money  that  you  are  looking  for  then?  Are  you  saying  that  more 
people  would  have  used  the  Post  Office  and  paid  less  money  than  they 
are  paying  under  the  existing  law  for  the  services  rendered  ? 

Mr.  Gillette.  No.  There  were  fewer  items  in  H.R.  5206  which  was 
reported  out  by  the  House  Post  Office  and  Civil  Service  Committee, 
and  they  were  calculated  on  a different  basis. 

The  House  bill  was  reported  on  March  20,  1957.  The  report  of  the 
House  Post  Office  and  Civil  Service  Committee  stated: 

Through  the  years  various  laws  which  provided  either  free  or  reduced  rates  of 
postage  to  certain  categories  of  mail  users  were  enacted  by  the  Congress.  The 
loss  of  revenue  or  “price  concessions”  resulting  from  these  services  increase  the 
postal  deficit.  Because  the  services  performed  under  these  laws  are  for  the 
general  welfare  and  advance  the  programs  of  the  Government  generally,  it  is 
not  believed  practicable  to  charge  any  particular  Government  agency  for  them. 
But  neither  should  such  services  or  subsidies  be  left  in  postal  operations  and  thus 
increase  the  Department’s  deficit  * * *. 

The  report  of  the  House  committee  traced  the  development  of  the 
principle  of  not  requiring  postal  patrons  to  pay  the  cost  of  rate  con- 
cessions granted  in  the  interest  of  the  Nation  at  large  by  citing  the  so- 
called  Kelly  law  of  1930  which  required  the  Postmaster  General  to 
report,  but  only  to  report,  to  the  Congress  annually  the  revenues 
foregone  owing  to  services  performed  free  or  at  reduced  rates  of 
postage.  The  House  committee  also  indicated  that  the  Kelly  Act  was 
inadequate  and  obsolete  in  its  coverage  and  that  new  legislation  had 
become  necessary. 

On  March  21,  1957,  the  Postmaster  General  appeared  before  the 
Senate  Committee  on  Post  Office  and  Civil  Service  to  reiterate  the 
position  of  the  Department  in  regard  to  public  service  costs  and  to 
refute  the  allegation  of  the  Senate  committee’s  Citizens  Advisory 
Council  that  no  true  deficit  existed  (in  fiscal  1955)  if  all  of  the  public 
service  costs  of  the  Post  Office— estimated  bv  the  Advisory  Council  to 
amount  to  more  than  $392  million  in  fiscal  1955 — were  considered. 

Referring  to  the  Citizens  Advisory  Council’s  report  as  inaccurate, 
the  Postmaster  General  estimated  that  the  combined  costs  of  postal 
rate  subsidies  and  services  performed  for  other  Government  agencies 
amounted  to  about  $29  million  in  fiscal  1956. 

On  February  25,  1958,  the  Senate  committee  reported  a combined 
postal  rate  increase  and  postal  policy  bill.  The  bill  reported  by  the 
Senate  Post  Office  and  Civil  Service  Committee,  like  that  of  the 
House  committee,  contained  a list  of  public  services  for  which  reim- 
bursement was  authorized  but  it  differed  from  the  House  version  in 
two  important  respects.  To  the  list  of  rate  concessions  contained  in 
the  House  bill,  the  Senate  committee  added  other  items  of  public 
service  and  a different  concept  of  the  measure  of  the  amount  of  sub- 
sidy. Moreover,  the  bill  reported  by  the  Senate  committee  author- 
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ized  reimbursement  to  the  revenues  of  the  Post  Office  Department 
for  each  fiscal  year  of  an  amount  deemed  to  be  attributable  to  public 
services  equal  to  15  percent  of  the  total  estimated  expenditures  of  the 
Post  Office  Department  thereby  arbitrarily  fixing  a predetermined 
amount  each  year.  Had  this  provision  been  enacted,  the  amount  of 
public  welfare  expenditures  for  which  the  Department  would  be 
seeking  an  appropriation  at  this  time  would  be  approximately  $585 
million  for  1959.  When  the  bill  reported  by  the  Senate  committee 
was  debated  on  the  Senate  floor,  the  Chairman  of  the  Senate  Ap- 
priations  Committee,  Mr.  Hayden,  introduced  an  amendment  author- 
izing apropriations  to  the  revenues  of  the  Post  Office  Department  for 
public  welfare  services  of  an  amount — 

equal  to  the  total  estimated  expenditures  of  the  Post  Office  Department  for 
the  year  for  such  public  services  as  determined  by  the  Congress  in  the  Appropria- 
tion Act  based  upon  budget  estimates  submitted  to  the  Congress. 

In  amendming  the  language  of  the  Postal  Policy  Act  to  permit  the 
Appropriations  Committees  and  the  Congress  in  the  Appropriation 
Act  to  be  the  final  arbiters  of  the  amount  of  the  public  service  costs 
of  the  Post  Office  each  year.  Senator  Hayden  advised  his  colleagues 
that  this  “same  principle  was  involved  in  a bill  which  was  favorably 
reported  to  the  House.” 

Although  the  Hayden  amendment  made  the  determination  of  the 
amount  of  the  public  service  expenditures  subject  to  the  discretion 
of  the  appropriation  procedures,  the  list  of  public  services  contained 
in  the  bill  reported  by  the  Senate  Committee  remains  in  the  act.  With 
regard  to  this  list.  Chairman  Murray  of  the  House  Committee  on  Post 
Office  and  Civil  Service  made  this  statement  on  the  floor  of  the  House 
at  the  time  of  the  debate  on  the  conference  version  of  the  bill  which 
was  ultimately  adopted : 

There  are  certain  features  of  the  postal  policy  provisions  which  will  raise 
very  serious  questions  in  the  future  when  it  comes  to  appropriations  called  for 
public  service.  It  will  be  something  that  the  Appropriations  Committee  will 
want  to  look  very  carefully  at  when  it  comes  to  making  appropriations  for  the 
total  loss  of  certain  services  as  compared  to  our  position  on  the  loss  of  revenue. 
Also,  it  will  be  inappropriate,  in  my  opinion,  to  provide  a subsidy  for  the  delivery 
of  mail  to  individuals  or  star  routes  or  fourth-class  post  offices  when  millions 
of  others  on  rural  routes  and  in  cities  receive  their  mail  delivered  without  any 
indication  that  it  is  subsidized  delivery.  I believe  the  time  will  come  when  we 
will  have  to  take  care  of  the  inconsistencies  in  the  policies  and  prepare  to  sup- 
port such  revisions  in  line  with  the  position  of  oiir  committee  and  the  House 
when  this  bill  was  before  them  last  year. 

It  is  clear  from  the  legislative  history  of  the  public  service  pro- 
visions of  Public  Law  85-426  that  it  was  the  intent  of  the  Congress 
that  the  amount  of  the  public  service  costs  of  the  Post  Office  De- 
partment for  which  reimbursement  should  be  made  should  be  de- 
termined anew  in  each  fiscal  year  in  the  appropriation  process  of 
the  Congress. 

Paragraph  (b)  of  section  104  of  the  Postal  Policy  Act  of  1958  re- 
quires that  the  Post  Office  Department  submit  budget  estimates  of  the 
amount  of  the  cost  of  public  services  enumerated  in  that  section.  In 
submitting  to  this  committee  estimates  of  public  service  costs  of 
$171,259,000  for  fiscal  1959,  the  Department  is  adhering  to  the  best  of 
its  ability  to  the  requirements  of  section  104  of  the  Postal  Policy  Act. 
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The  final  determination  of  the  amount  of  the  public  service  costs 
of  the  Post  Office  Department  rests,  of  course,  with  the  Congress. 

It  should  be  noted  that  this  appropriation,  unlike  ordinary  appro- 
priations, will  not  in  any  way  increase  the  amount  that  the  Post 
Office  Department  can  spend  in  fiscal  1959.  Such  amount  has  already 
been  established  under  the  regular  appropriation  act.  Neither  will 
it  change  in  any  way  the  scope  or  extent  of  the  services  which  the  Post 
Office  Department  is  authorized  to  perform. 

As  stated  in  the  detailed  justification  accompanying  our  request,  the 
estimates  upon  which  the  amount  is  based  have  been  developed  by 
careful  study  and  analysis  of  existing  costs  projected  to  the  level  of 
activity  anticipated  for  the  1959  fiscal  year. 

Wliile  Public  Law  85-426  makes  specific  reference  to  the  losses 
resulting  from  the  operation  of  star  routes  and  third-  and  fourth-class 
post  offices,  I want  to  point  out  that  w^e  have  not  included  any  estimates 
for  those  segments  of  the  service.  After  considerable  study  we  have 
as  yet  been  unable  to  discover  any  practicable  way  of  estimating  what 
“loss,”  if  any,  may  be  attributable  to  these  operations.  We  have  ex- 
plained this  in  some  detail  in  our  justification,  giving  our  reasons  why 
it  seems  wholly  impractical  to  develop  such  an  estimate. 

I cannot  emphasize  too  strongly  that  it  is  the  Department’s  feeling 
that  none  of  the  amount  recommended  relates  to  the  fourth-class  mail 
subject  to  the  authority  of  the  Postmaster  General  as  to  rates.  The 
only  public  service  item  enumerated  by  the  law  that  could  possibly 
be  construed  as  relating  in  any  way  to  such  mail  would  have  been  that 
provided  for  under  subparagraph  104(a)  (2)  relating  to  loss  resulting 
from  the  operation  of  the  star  route  system  and  third-  and  fourth-class 
post  offices.  As  I stated,  we  know  of  no  practicable  way  to  determine 
the  amount  of  such  loss,  if  any.  No  estimate  was  therefore  submitted 
for  this  item. 

Even  if  such  loss  were  possible  of  determination,  it  is  the  Depart- 
ment’s position  that  no  part  of  such  loss  properly  could  be  attributed 
to  that  portion  of  fourth-class  mail  which  by  law  must  cover  its  cost 
(31  U.S.C.  695;  39  U.S.C.  247).  In  the  opinion  of  the  Department 
there  is  in  the  handling  of  parcel  post  and  catalogues  no  element  of 
“public  service”  as  defined  by  title  I of  Public  Law  85-426  and  the 
rates  established  therefor  should  return  the  full  cost  of  the  service. 

In  view  of  the  contentions  which  have  been  made  in  connection  with 
the  proposals  made  by  the  Postmaster  General  to  the  Interstate  Com- 
merce Commission  for  revised  rates  on  parcel  post  and  catalogues,  the 
Department  believes  that  the  situation  might  be  classified  if  the  com- 
mittee would  either  adopt  appropriation  language  clearly  expressing 
its  intention  that  no  part  of  the  appropriation  for  public  services  shall 
apply  to  the  loss,  if  any,  resulting  from  the  operation  of  the  star  route 
system  and  third-  and  fourth-class  post  offices  or,  if  the  committee 
report  would  specify  the  individual  public  service  components  in  such 
a way  as  to  show  that  the  total  appropriation  does  not  include  any 
amount  covering  the  item  set  forth  in  section  104(a)  (2)  of  the  Postal 
Policy  Act  of  1958. 
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Payment  for  Public  Services 


Program  and  financing 


1958  actual 

1959  estimate 

rroffram  by  activities: 

1.  Total  loss  on  free  and  preferred  rate  mail 

$128. 236.000 

16. 988. 000 

24. 894. 000 
1,141,000 

2.  Loss  on  nonpostal  services  for  other  agencies _ 

3.  Loss  on  special  services ^ 

4.  Cost  of  excess  rates  paid  to  foreign  air  carriers 

Total  obligations 

171,259,000 

171,259,000 

Financing: 

Payment  for  public  services: 

Appropriation:  General  fund 

Object  classification 


1958  actual 

1959  estimate 

11  Grants,  subsidies,  and  contribution 

$171,259,000 

Total  obligations 

171,259,000 

Mr.  Thomas.  For  “Payment  for  public  services,”  it  is  noted  that 
you  are  asking  for  $171,259,00. 

Mr.  Thomas.  At  this  point  we  will  insert  pages  1,  2,  3,  4,  and  5 in 
the  record. 

(The  pages  referred  to  follow :) 

Payment  for  Public  Services,  1959  (Out  of  the  General  Fund) 
Analysis  of  appropriation  request 


Activity  1959  estimated 

( 1 ) Total  loss  on  free  and  preferred  rate  mail $128,  236,  000 

(2)  Loss  on  operation  of  star  route  system  and  3d-  and  4th-class 

oflSces 

(3)  Loss  on  nonpostal  services  for  other  agencies 16,988,000 

(4)  Loss  on  special  services 24,894,000 

(5)  Cost  of  excess  rates  paid  to  foreign  air  carriers 1, 141,  000 


Total - 171,  259,  000 


general  statement 

The  Postal  Policy  Act  of  1958  (title  1,  Public  Law  85-426),  approved  May  27, 
1958,  lists  certain  public  services  performed  by  the  Post  Office  Department  and 
authorizes  the  appropriation  of  such  amounts  as  Congress  may  deem  to  be  loss 
attributable  to  these  services  based  upon  estimates  submitted  to  the  Congress. 
The  amounts  thus  appropriated  each  year  are  to  be  paid  into  the  postal  fund  as 
revenue  from  the  general  fund  of  the  Treasury.  These  appropriations  do  not 
carry  with  them  any  additional  obligational  or  expenditure  authority  for  the 
Post  Office  Department.  The  appropriation  is  merely  a device  by  which  the 
Congress  itself  will  establish  each  year  the  portion  of  the  Department’s  net 
cost  which  should  be  borne  by  the  general  taxpayer.  The  remaining  portion 
should  be  paid  for  by  the  users  of  the  postal  services  in  accordance  with  the  pro- 
visions of  the  Postal  Policy  Act.  \ 

In  the  closing  weeks  of  the  2d  session  of  the  85th  Congress,  after  the  passage 
of  the  Postal  Policy  Act,  estimates  of  public  service  losses  for  fiscal  year  1959 
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were  submitted  for  the  first  time  to  the  Senate  Committee  on  Appropriations 
with  the  request  for  the  inclusion  of  an  appropriation  for  this  purpose  in  the 
supplemental  appropriation  bill,  1959,  then  under  consideration  by  that  commit- 
tee. syThe  committee  deferred  action  on  the  request  and  recommended  that  it  be 
resubmitted  at  the  next  session  of  Congress. 

The  estimates  for  public  service  losses  as  compiled  by  the  Department  are 
based  on  actual  experience  for  fiscal  year  1957  adjusted  for  changes  in  cost 
and  volume  anticipated  for  1959.  Costs  used  in  these  estimates  are  the  fully 
allocated  costs  as  developed  by  cost  ascertainment  system  procedures.  Revenues 
or  reimbursements,  if  any,  for  the  various  services  involved  are  also  computed 
by  cost  ascertainment  methods  and  applied  against  related  costs  in  arriving  at 
the  estimated  losses  to  be  reimbursed  from  the  general  fund  of  the  Treasury. 

In  preparing  the  estimates  called  for  under  Public  Law  85-42G  (sec.  104(a)), 
the  Department  has  experienced  some  difficulties  and  has  encountered  inequities 
from  the  point  of  view  of  the  general  taxpayer  which  it  belieevs  call  for  amend- 
ing legislation.  This  situation  was  foreseen  by  the  President  at  the  time  he 
approved  the  bill  on  May  27,  1958,  when  he  said,  in  part : 

“There  are  in  the  bill  several  matters  which  cause  me  grave  concern.  The 
first  is  the  excessive  amount  of  postal  service  costs  which  are  assessed  against 
the  United  States  Treasury.  Certain  items  identified  as  ‘public  services,’  such 
as  the  star-route  system,  are  not  services  at  all  but  are  basic  components  of  the 
system  of  moving  mail  between  post  offices.  The  consequence  of  this  mis- 
construal  of  the  public  services  performed  by  the  Post  Office  Department  is  to 
burden  the  Treasury  annually  with  $100  million  or  more  of  operating  costs 
which  logically  and  equitably  should  be  paid  by  the  users  of  the  mails  by  means 
of  proper  rates  of  postage.  The  concept  of  public  service  which  is  inherent 
in  the  bill  is  clearly  in  error  and  without  precedent.  The  true  measure  of  the 
cost  of  the  public  services  performed  by  the  Post  Office  Department  is  the  loss 
of  I'evenue  arising  from  specific  rate  concessions  made  under  the  law  to  certain 
subclasses  of  mail  users.  I am  hopeful  that  the  Congress  will  review  section 
104  with  a view  toward  restating  the  ‘public  services’  of  the  Post  Office  De- 
partment to  conform  with  this  concept.” 

In  the  case  of  paragraph  (2)  of  subsection  104(a),  the  Department  has 
submitted  no  estimates  for  any  losses  that  may  be  attributable  to  the  operation 
of  star  routes  and  thiid-  and  fourth-class  post  offices,  for  the  reason  that 
it  knows  of  no  practicable  way  such  losses,  if  any,  may  be  determined.  The 
reasons  for  this  conclusion  are  outlined  in  the  paragraphs  immediately  fol- 
lowing : 

To  understand  why  the  Department  has  been  unable  to  determine  the  “loss” 
resulting  from  the  operation  of  star  routes  and  third-  and  fourth-class  offices, 
referred  to  in  paragraph  (2),  it  is  necessary  to  recognize  the  fundamental 
difference  between  (a)  the  activities  covered  by  this  paragraph  which  are 
functional  parts  of  the  postal  system  itself  and  for  which  no  fees  are  charged 
as  such  and  (&)  classes  or  types  of  service  offered  by  the  system  to  its  users, 
such  as  first-class  mail,  second-class  mail,  money  order,  registry,  etc.,  for  which 
specific  rates  or  fees  are  charged.  Both  the  costs  and  revenues  attributable 
to  each  of  the  various  classes  of  service  in  the  latter  category  have  been  de- 
termined for  many  years  by  the  cost  ascertainment  system  as  required  by  act  of 
Congress  (39  U.S.C.  826)  and  adequate  data  with  respect  to  losses  under  the 
various  classes  and  subclasses  mail  are  currently  available. 

Tbe  loss  or  gain  on  the  operation  of  functional  segments  of  the  postal  system 
itself,  however,  involves  an  entirely  hypothetical  concept  for  which  no  adequate 
data,  to  our  knowledge,  has  ever  been  developed,  if  indeed  a generally  satisfac- 
tory basis  for  developing  it  can  even  be  conceived.  To  determine  the  loss  assign- 
able to  the  operation  of  the  functional  segments  of  the  postal  network  referred 
to  in  paragraph  (2)  would  seem  to  require:  (a)  The  allocation  of  general 
regional  and  headquarters  expenses,  including  research  to  these  functional  seg- 
ments to  arrive  at  their  total  cost ; ( 6 ) the  determination  of  the  revenues  received 
from  just  that  mail  which  actually  moves  through  those  functional  segments, 
including  mail  originating  at  other  points,  as  well  as  mail  originating  at  these 
segments  and  moving  elsewhere;  and  (c)  an  allocation  of  an  appropriate  portion 
of  such  revenues  to  these  specified  functional  segments. 

The  development  of  the  basic  data  required  under  the  steps  enumerated  would 
necessitate  extensive  studies  that  in  the  end  would  prove  useless  since  the  De- 
partment knows  of  ho  way  by  which  most  of  the  revenues  to . be  determined 
under  step  (2)  could  be  equitably  allocated  to  star  routes,  third-  and  fourth-class 
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oflicos  or  any  other  functional  segment  of  the  postal  network.  Only  the  revenues 
from  such  small  i)ortion  of  mail  as  may  be  originated  and  delivered  by  the  same 
functional  segment  of  the  system  would  present  no  allocation  problem,  once  it 
was  isolated  and  determined.  The  revenues  from  all  other  mail  moving  through 
these  functional  .segments  would  have  to  be  allocated  in  varying  degrees  to  other 
functional  segments  according  to  where  the  mail  came  from  and  where  it  went. 
In  such  a study,  originating  oflBces,  each  medium  of  transportation  used,  and 
delivering  otlices  are  each  entitled  to  an  equitable  share  of  the  revenue  generated 
by  (he  mail  which  they  handle.  How  such  allocations  could  be  made,  even  if  the 
tratlic  pattern  for  the  mail  handled  by  each  functional  segment  concerned  were 
known,  the  Department  has  been  unable  to  determine. 

Finally,  it  should  also  be  noted  that  the  losses  called  for  in  paragraph  (2) 
duplicate  to  an  undetermined  extent  losses  provided  for  under  paragraph  (1). 
For  example,  the  loss  of  $63  million  on  newspapers  and  periodicals  carried  at 
reduced  postage  rates  for  certain  nonprofit  organizations  contains  both  costs 
and  revenues  that  would  also  be  allocable  to  star  routes  and  third-  and  fourth- 
class  post  offices  under  paragraph  (2).  While  it  is  believed  that  no  duplication 
of  losses  chargeable  to  the  Treasury  was  intended,  the  elimination  of  this  dupli- 
cation would  present  the  same  problems  of  allocation  of  costs  and  revenues  posed 
by  paragraph  (2)  itself. 

In  the  present  submission,  therefore,  the  Department  of  necessity  must  take 
the  position  it  took  when  first  submitting  estimates  under  section  104(a),  to  the 
Congress  last  summer ; viz,  that  there  is  no  practical  basis  for  developing  esti- 
mates for  the  “loss”  under  paragraph  (2)  and,  therefore,  no  appropriation  is 
requested  for  such  loss.  The  Comptroller  General  has  confirmed  the  imprac- 
ticability of  developing  such  estimates  of  loss  with  any  real  credibility,  in  his 
report  of  July  21,  1958,  to  the  Senate  Committee  on  Appropriations  written  dn 
response  to  questions  raised  by  the  chairman  of  that  committee  concerning  the 
computation  of  public  service  costs.  The  pertinent  portions  of  his  report  are  as 
follows : 

“Star-Route  System  and  Third-  and  Fourth-Class  Post  Offices 

“The  Department  is  not  requesting  an  appropriation  for  the  loss  resulting  from 
the  operation  of  the  star-route  system  and  third-  and  fourth-class  post  offices. 
The  Department  takes  the  position  that  the  loss  (or  gain)  for  the  star-route 
system  and  third-  and  fourth-class  post  offices  has  never  been  developed  by  its 
cost-ascertainment  system,  and  that  the  Department  knows  of  no  practical  and 
generally  acceptable  way  by  which  such  data  may  be  developed. 

“We  agree  that  there  is  no  information  currently  available  upon  which  to 
base  an  estimate  of  the  loss,  if  any,  which  would  be  attributable  to  these  op- 
erations. To  determine  such  loss  (or  gain)  it  would  be  necessary  to  assign 
some  portion  of  the  postage  collected  on  each  item  carried  on  a star  route  or 
handled  in  a third-  or  fourth-class  post  office  and  match  that  assigned  revenue 
to  the  cost  of  the  operation.  A system  established  to  provide  this  information 
would  be  complicated,  costly,  and  would  involve  judgment  allocation  factors 
which  would  be  subject  to  question.” 

Mr.  Thomas.  I will  read  this  one  good  paragraph  on  page  1, 
They  are  all  good,  but  I think  this  should  be  repeated : 

The  Postal  Policy  Act  of  1958,  approved  May  27,  1958,  lists  certain  public 
services  performed  by  the  Post  Office  Department  and  authorizes  the  appro- 
priation of  such  amounts  as  Congress  may  deem  to  be  loss  attributable  to  these 
services  based  upon  estimates  submitted  to  the  Congress. 

You  have  total  loss  on  free  and  preferred  mail  rate,  $128,236,000. 
Loss  on  nonpostal  services  for  other  agencies,  $16,988,000. 

Loss  on  special  services,  $24,894,000. 

Cost  of  excess  rates  paid  to  foreign  air  carriers,  $1,141,000. 

That  makes  a total  of  $171,259,000  lost  to  the  Department. 

Is  this  an  appropriation,  or  is  it  an  authority  to  take  it  out  of  the 
fund? 

Mr.  Gillette.  Mr.  Chairman,  it  is  simply  authority  to  transfer 
funds  from  the  general  funds  of  the  Treasury  to  the  postal  fund  in 
order  to  reimburse  the  Post  Office  Department. 
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Mr.  Thomas.  All  of  which  in  the  final  analysis  amounts  to  taking 
monej  out  of  the  Treasury  which  is,  in  my  judgment,  an  appro- 
priation. You  can  cut  it  anyway  you  want  to,  but  that  is  what  it  is. 

Mr.  Gillette.  May  I point  out  it  does  not,  however,  increase  our 
authority  to  spend  in  any  way  ? 

Mr.  Thomas.  You  have  already  spent  it. 

Mr.  Gillette.  That  is  correct. 

LOSS  ON  FREE  AND  PREFERRED  MAIL 

Mr.  Thomas.  We  will  insert  into  the  record  at  this  point  pages 
6 and  7,  which  break  down  the  total  loss  on  free  and  preferred  rate 
mail,  $128,236,000. 

(The  pages  referred  to  folows :) 

Total  Loss  on  Feee  and  Preferred  Rate  Mail,  Subsection  104(a)(1), 

$128,236,000 

This  estimate  covers  the  larger  of  two  amounts,  computed  under  different 
interpretations  of  the  statute,  as  to  the  total  loss  resulting  from  the  transmis- 
sion of  matter  in  the  mails  free  of  postage,  or  at  reduced  rates  of  postage.  The 
Post  Office  Department  has  consistently  expressed  the  view  that  the  loss  on 
mails  moving  at  reduced  rates  of  postage  is  the  amount  of  revenue  which  is 
foregone  owing  to  the  application  of  such  reduced  rates,  as  compared  with  the 
rates  otherwise  payable.  Under  this  interpretation  a total  loss  of  about  $29.5 
million  is  attributable  to  the  public  services  enumerated  in  subsection  104(a)  (1). 

If,  however,  the  total  loss  is  interpreted  to  mean  the  difference  between 
revenues  received,  if  any,  and  the  expense  attributable  to  the  categories  of  mail 
specified,  the  amount  is  $128.2  million.  The  difference  between  the  two  amounts, 
about  $98.7  million,  represents  the  deficiency  in  the  basic  rates  established  for 
the  various  classes  of  mail  involved.  It  would  appear  to  be  inequitable  to 
charge  the  general  taxpayer  with  the  portion  of  the  loss  attributable  to  differ- 
ences in  basic  rates. 

The  following  statement  shows  the  revenues  received,  expenses  allocated,  and 
total  loss  sustained  on  each  of  the  categories  of  mail  enumerated  by  the  act: 


Sub.section 

Analysis  of  logs  (in  thousands 
of  dollars),  1959 

reference 

104(a)(1) 

Category 

Esti- 

mated 

revenue 

Esti- 

mated 

expense 

Total 

loss 

(A) 

Reduced  rate  mailings:  Newspapers  and  periodicals  of 
certain  nonnrofit  organizations. 

$5, 309 

$68, 676 

$63,367 

(B) 

Offiejal  mailings — Pan  American  Union  

64 

64 

(C). 

2d-class  free-in-conntv  mail  _ _ _ . _ 

15. 729 
1, 098 
49 

15, 729 
1,098 
49 

(D) 

Free-for-the-blind  matter  

(E) 

Free  mails— diplomatic  corps  of  Pan  American  Union  coun- 
tries. 

(F) 

Publications  for  blind  at  reduced  postage  rates 

13 

68 

65 

L4 

(9 

(G) 

Free  mailing  pri'^ileges  to  Pan  Arnerican  Sanitary  Bureau 
Free  mailing  privileges — certain  individuals  (widows  of 
Presidents). 

4 

(H) 

(9 

(9 

(I) 

Reduced  rail  mailings — exempt  2d-elass  publications  for 
religious  and  classroom  use. 

631 

3,302 

2,771 

(J)  - 

(K)  

Reduced  rate — exempt  3d-class  mailings  cf  nonprofit  organi- 
zations. 

Free  mailing  privileges,  absentee  ballots  _ _ _ _ 

12, 662 

43,262 

30,600 

(L) 

Reduced  rate  mailings — books 

25, 739 
739 

38. 051 
2,926 

12. 312 
2, 187 

Reduced  rate  mailings — literary  books  ________ 

Total  - _ 

44,993 

173,  229 

128,236 

1 Included  in  item  E. 
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■» 

ACT  DEBTXIXG  ITEMS  COXSIDERI^)  AS  PUBLIC  SERVICIS  ' 

Mr.  Thomas.  At  this  point  I would  like  to  insert  into  the' record 
the  act  that  we  are  now  dealing  with.  It  appears  on  page  628, 
1958-59  appropriation  book,  section  104. 

(The  act  referred  to  follows :) 

Public  Law  85-426  Appeoved  May  27, 1958 

Sec.  104.  (a)  The  following  shall  be  considered  to  be  public  services  for  the 
purposes  of  this  title — 

( 1 ) the  total  loss  resulting  from  the  transmission  of  matter  in  the  mails 
free  of  ix>stage  or  at  reduced  rates  of  postage  as  provided  by  statute,  in- 
cluding the  following ; 

(A)  paragraph  (3)  of  subsection  (a)  of  section  202, of  the  Act  of 
February  28,  1925  (39  U.S.C.  283  (a)(3)),  relating  to  reduced  rates 
of  postage  on  newspapers  or  periodicals  of  certain  nonprofit  organiza- 
tions ; 

(B)  sections  5 and  6 of  the  Act  of  March  3,  1877  (39  U.S.C.  321), 
relating  to  official  mail  matter  of  the  Pan  American  Union  sent  free 
through  the  mails ; 

(C)  section  25  of  the  Act  of  March  3,  1879,  as  amended  (39  U.S.C. 
286),  and  subsection  (b)  of  section  2 of  the  Act.  of  October  30,  1951 
(39  U.S.C.  289a (b)),  relating  to  free-in-county  mailing  privileges; 

(D)  the  Act  of  April  27,  1904  (33  Stat.  313),  the  last  paragraph 
under  the  heading  “Office  of  the  Third  Assistant  Postinaster  General” 
contained  in  the  first  section  of  the  Act  of  August  24,  1912  (37  Stat. 
551),  and  the  Joint  Resolution  of  June  7,  1924  (43  Stat.  668;  Pub.  Res., 
No.  33,  Sixty-eighth  Congress),  as  contained  in  the  Act  of  October  14, 
1941  (55  Stat.  737;  Public  Law  270,  Seventy-seventh  Congress),  and 
as  further  amended  by  the  Act  of  September  7,  1949  (63  Stat.  690), 
relating  to  free  postage  and  reduced  postage  rates  on  reading  matter 
and  other  articles  for  the  blind  (39  U.S.C.  331)  ; 

(E)  the  Act  of  February  14,  1929  (39  U.S.C.  336),  granting  free  mail- 
ing privileges  to  the  diplomatic  corps  of  the  countries  of  the  Pan 
American  Postal  Union ; 

(F)  the  Act  of  April  15,  1937  (39  U.S.C.  293c),  granting  reduced 
rates  to  publications  for  use  of  the  blind ; 

(G)  the  Act  of  June  29,  1940  (39  U.S.C.  321-1),  granting  free  mail- 
ing privileges  to  the  Pan  American  Sanitary  Bureau  ; 

(H)  the  Act  of  May  7,  1945  (59  Stat.  707),  and  other  provisions  of 
law  granting  free  mailing  privileges  to  individuals ; 

(I)  the  second  and  third  provisos  of  subsection  (a)  of  section  2 of 
the  Act  of  October  30,  1951  (65  Stat.  672;  39  U.S.C.  289a(a) ),  granting 
reduced  second-class  postage  rates  to  publications  of  certain  organiza- 
tions ; 

(J)  the  last  proviso  of  section  3 of  the  Act  of  October  30,  1951  (65 
Stat.  673;  39  U.S.C.  290a-l),  granting  reduced  third-class  postage  rates 
to  certain  organizations ; 

(K)  section  302  of  The  Federal  Voting  Assistance  Act  of  1955 
(5  U.S.C.  2192),  granting  free  postage,  including  free  airmail  postage, 
to  post  cards,  ballots,  voting  instructions,  and  envelopes  transmitted 
in  the  mails  under  authority  of  such  Act ; and 

(L)  section  204  (d)  and  (e)  of  the  Postal  Rate  Revision  and  Federal 
Employees  Salary  Act  of  1948,  as  amended  (39  U.S.C.  292a  Cd)  and 
(e) ),  including  the  amendment  made  by  section  206  of  this  Act. 

(2)  the  loss  resulting  from  the  operation  of  such  prime  and  necessary 
public  services  as  the  star  route  system  and  third-  and  fourth-class  post 
offices ; 

(3)  the  loss  incurred  in  performing  nonpostal  services,  such  as  the 
sale  of  documentary  stamps  for  the  Department  of  the  Treasury ; 

(4)  the  loss  incurred  in  performing  special  services  such  as  cash  on 
delivery,  insured  mail,  special  delivery,  and  money  orders : and 

(5)  the  additional  cost  of  transporting  United  States  mail  by  foreign 
air  carriers  at  a Universal  Postal  Union  rate  in  excess  of  the  rate  prescribed 
for  United  States  carriers. 
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(b)  There  is  hereby  authorized  to  be  appropriated  to  the  revenues  of  the 
Post  Office  Department  for  each  fiscal  year  from  any  money  in  the  Treasury 
not  otherwise  appropriated  an  amount,  which  shall  be  deemed  to  be  attributable 
to  the  public  services  enumerated  under  subsection  (a)  of  this  section,  equal 
to  the  total  estimated  expenditures  of  the  Post  Office  Department  for  the  year 
for  such  public  srevices  as  determined  by  the  Congress  in  the  appropriation 
Act  based  upon  budget  estimates  submitted  to  the  Congress.  Such  appropria- 
tions shall  be  available  to  enable  the  Postmaster  General  to  pay  into  postal 
revenues  at  quarterly  or  other  intervals  such  sums  as  may  be  necessary  to 
reimburse  the  Post  Office  Department  for  such  amount  attributable  to  public 
services. 

REDUCED  RATE  MAILINGS 

Mr.  Thomas.  N’ow/ for  reduced  rate  mailings,  newspapers  and 
periodicals  of  certain  nonprofit  organizations,  estimated  revenue, 
$5,309,000;  estimated  expense,  $68,676,000;  and  total  loss,  $63,367,000. 

Now  here  is  an  item  that  intrigued  me — second  class  free-in-county 
mail,  estimated  expense,  $15,729,000;  total  loss,  $15,720,000.  I tried 
my  best  to  find  out  what  you  meant  by  that  and  I finally  came  up  with 
second  class  mail  for  newspapers  published  in  the  county  and  mailed 
exclusively  within  the  county,  so  that  is  a nice  little  gift  to  the  local 
county  paper.  You  show  them  all  to  the  tune  of  $128  million. 

Here  is  another  one.  Publications  for  blind  at  reduced  postage 
rates,  total  loss  $55,000.  If  anyone  is  entitled  to  any  help  it  is  the 
blind  people  and  this  is  not  enough,  so  far  as  I am  concerned.  The 
blind  people  do  a lot  of  reading,  do  they  not  ? Is  that  a guess  figure  ? 

Mr.  Gillette.  That  is  an  estimate  derived  from  the  cost  ascertain- 
ment system. 


TOTAL  LOSS  ON  FREE  AND  PREFERRED  MAIL 

May  I invite  your  attention  to  something  under  this  section  that 
I think  is  worth  noting?  The  Comptroller  General  in  response  to 
a request  from  the  Senate  when  they  were  considering  this  matter 
last  July,  wrote  a letter  which  is  referred  to  in  these  justifications 
on  page  5,  and  it  also  included  a table  taken  from  data  prepared  by 
the  Department  which  is  pertinent  to  the  total  loss  on  free  and  pre- 
ferred mail.  I would  like  to  submit  that  table  for  the  record,  with 
your  permission. 

Mr.  Thomas.  It  will  be  inserted  in  the  record  at  this  point. 
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(Tlie  table  referred  to  follows:) 

Kxccrpt  from  comments  on  Post  Office  Department  appropriation  request  under 
rvqvircment  of  Public  Law  85-426,  submitted  to  Senate  Appropriations 
Committee  by  Comptroller  General,  July  21,  1958  (Senate  hearings  on 
II. R.  18450  supplemental  appropriation  bill,  1959,  p.  652)  (Data  obtained 
from  Post  Office  Department  without  verification  by  General  Accounting  Q;ffdff^) 


[Thousands  of  ddllarsl 


Estimated 

Item 

Revenue 

Expense 

Total  loss 

Rate  con- 

Total  loss 
excluding 

cessions 

conces- 

sions 

2d  class  mail: 

Redticcd  rate  mailings:  Newspapers 

and  periodicals  of  certain  nonprofit 
organizations.  

$5,309 

$68, 676 
15, 729 

$63,367 
16, 729 

$3, 188 
861 

$60, 179 
14,868 

Free  In  county  malls  

Reduced  rate  mailings,  exempt  2d 

class  publications  for  religious  and 
classroom  use 

631 

3, 302 

2,771 

198 

2,573 

Total  2d  class 

5,840 

87,707 

81,867 

4,247 

77,620 

3d  class  mall:  Reduced  rates,  exempt  3d 

class  mailings  of  nonprofit  organizations 
(total  .3d  class) --  _ _ 

12, 662 

43, 262 

30,600 

9,380 

21,220 

Total  2d  and  3d  class 

18, 502 

130, 969 

112, 467 

13,627 

98,840 

4th  class  mail: 

Reduced  rate  mailings,  books .... 

25,739 

739 

38,051 
2, 926 

12, 312 
2, 187 

12, 312 
2, 187 

Reduced  rate  mailings,  library  books.. 
Publications  for  blind  at  reduced  post* 

age  rates 

13 

68 

65 

55 

Total  4th  class 

26,491 

41, 045 
1,215 

14,  554 
1, 215 

14, 554 
1,338 

Lst  class  mall:  > All  others 

(123) 

Total-.  _ _ _ __  . 

44,993 

173, 229 

128, 236 

29, 519 

98,717 

> For  convenience  these  items  are  classified  as  1st  class  mail,  although  minor  amounts  of  other  classes  o^ 
mail  are  included. 


Mr.  Gillette.  The  table  points  out  that  the  total  loss  is  $128,236,- 
000  on  these  items  listed  as  welfare  items  in  the  law,  and  not  just  the 
loss  of  reTenue,  or  the  rate  concession ; the  rate  concession  is 
$29,519,000. 

Mr.  Thomas.  That  is  quite  clear.  You  took  in  $45  million  and  it 
cost  you  $128  million  to  do  business  in  taking  it  in.  That  is  clear,  is 
it  not  ? 

Mr.  Gillette.  I wanted  to  point  out,  that,  as  stated  on  page  6 of 
the  justification,  interpreting  the  language  as  referring  to  total  loss  of 
revenue,  and  not  as  the  total  loss  measured  as  the  difference  between 
revenue  and  expenditures,  the  amount  would  be  only  $29,519,000 
attributable  to  public  service  in  section  104(a)  (1)  instead  of  $128,- 
236,000.  I simply  wanted  to  be  sure  that  you  understood  that,  if  we 
followed  the  concept  that  was  considered  by  the  House  committee 
referred  to  in  H.K.  5206 — and  which  was  also  the  position  of  the 
Administration  when  these  matters  were  discussed,  the  figure  would 
be  just  the  amount  of  revenues  foregone,  just  the  concession  in  rates, 
and  not  the  total  difference  between  revenues  and  expenditures  for  the 
items  listed. 
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Mr.  Thomas.  We  cannot  theorize  now.  All  we  are  concerned  with 
is  the  law  as  it  is.  What  it  ought  to  have  been  or  what  somebody 
thought  it  should  be  is  something  else. 

Mr.  Gillette.  This  is  a matter  of  interpretation. 

LOSS  ON  NONPOSTAL  SERVICES  FOR  OTHER  AGENCIES 

Mr.  Thomas.  We  will  insert  at  this  point  in  the  record  pages  9 and 
10,  which  show  the  loss  on  nonpostal  services  for  other  agencies. 
(The  pages  referred  to  follow :) 

Loss  on  nonpostal  services  for  other  agencies^  suhsec.  104  $16,988,000 


Analysis  of  loss  (in  thousands  of  dollars), 
1959 


Category 

Estimated 

reimburse- 

ments 

Estimated 

expense 

Total  loss 

Custodial  and  related  services  to  public  buildings.- 

$462 

$13, 963 
1 2, 465 
1,192 
411 

$13, 501 
2,465 
402 
411 

Services  for  Civil  Service  Commission . - __ 

Sale  of  U.S.  savings  bonds  and  stamps 

Sale  of  documentary  stamps 

790 

Official  District  of  Columbia  mail  messenger  service 

209 

20y 

Total 

1,252 

18, 240 

16,988 

1 Excludes  civil  service  functions  related  to  post  ofiSice  personnel,  estimated  at  $1,250,000  per  annum. 


In  considering  this  loss  it  should  be  noted  that  there  are  certain  expenditures 
made  by  other  Government  agencies  for  the  direct  benefit  of  the  postal  service 
but  which  are  not  reimbursed  to  such  other  agencies  by  the  Department.  The 
cost  of  these  services  performed  for  the  post  office  by  other  agencies  without 
reimbursement  is  estimated  to  amount  to  approximately  $40  million  for  fiscal 
1959.  On  balance,  therefore,  it  would  appear  that  in  this  area  of  activity,  rather 
than  there  being  any  public  service  loss,  there  is  actually  a net  gain  to  the 
postal  service,  and  the  Congress  may  wish  to  take  this  into  account  in  their 
determination  of  public  service  loss. 


Loss  on  special  services,  suhsec.  104{o){4),  $24,894,000 


Category 

Analysis  of  loss  (in  thousands  of 
dollars),  1959 

Estimated 

revenue 

Estimated 

expense 

Total  loss 

Registry 

$37. 389 
26, 331 
12, 719 
36,  275 
70, 715 
10, 363 
26,048 
6.788 
17, 379 

$46, 158 
23, 652 
22, 435 
45, 434 
79, 318 

4,  781 
27, 343 

5,  i81 
14,  599 

$8, 769 
(2, 679) 
9,716 
9, 159 
8,603 
(5, 582) 
1,295 
(1,  607) 
(2,  780) 

Insurance 

Collect  on  delivery 

Special  delivery.,1 

Money  orders 

Postal  savings 

Box  rents 

Certified  mail 

Stamped  envelope  service  . _ _ _ 

Total  - _ . 

244,007 

268,  901 

24.894 

Note.— Figures  in  parentheses  denote  excess  of  revenue  over  expenditure. 


This  request  provides  for  the  estimated  loss  incurred  in  performing  special 
services  such  as  cash  on  delivery,  insured  mail,  special  delivery,  and  money 
orders.  Prior  to  enactment  of  Public  Law  85-426  it  was  anticipated  that  special 
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servk'os  would  break  even  in  fiscal  1958  as  a result  of  the  substantial-  rate  in- 
creases instituted  on  July  1,  1957.  The  additional  costs  of  pay  and  retirement 
stibsequcntly  occasioned  by  that  law  and  other  legislation  will  now  result  In  a 
net  loss  in  fiscal  1959  for  this  group  of  services.  While  this  loss  may  be  of  tem- 
porary nature  pending  further  possible  adjustments  in  special  service  fees,  it 
is  nevertheless  necessary  to  include  this  loss  in  this  request  for  fiscal  19^  pend- 
ing the  results  of  further  study. 

Mr.  Thomas.  We  will  take  up  your  first  category,  custodial  and 
related  services  to  public  buildings,  total  loss  $13,501,000.  I thought 
that  the  General  Services  Administration  paid  that  for  you.  ; - i 

Mr.  Gillette.  They  do  pay  it  where  we  occupy  less  than  50  percent 
of  a Federal  building,  but  where  we  occupy  50  percent  or  more  of 
a Federal  building  we  have  an  understanding  with  the  General  Serv- 
ices Administration  that  we  will  take  care  of  the  building.  — 

Mr.  Thomas.  Services  for  Civil  Service  Commission,  total  loss 
$2,465,000. 

Mr.  Gillette.  This  is  all  expense  and  no  income. 

Mr.  Thomas.  For  rent? 

Mr.  Gillette.  No.  This  is  for  handling  Civil  Service  Board  ex- 
aminations and  we  perform  other  functions  for  the  Commission 
through  the  post  offices  throughout  the  country  as  an  agency  of  the 
Government. 

Mr.  Thomas.  You  mean  in  transmitting  and  handling  all  their 
examinations? 

Mr.  Gillette.  That  type  of  activity. 

Mr.  Joi«AS.  Excluding  the  postal  employees. 

Mr.  Gillette.  That  is  correct. 

Mr.  Thomas.  They  have  been  getting  this  free  ride  and  charging 
it  up  to  the  Post  Office  Department. 

Mr.  Gillette.  This  applies  only  to  a small  amount  of  services  that 
the  post  offices  in  the  individual  cities  are  in  a position  to  perform 
for  them. 

Mr.  Thomas.  Is  this  for  everybody  else  ? 

Mr.  Gillette.  For  other  Federal  agencies. 

Mr.  Thomas.  In  a city  like  New  York  it  can  run  into  a lot  of  money, 
or  in  a city  like  the  District  of  Columbia  it  can  run  into  a lot  of 
money. 

Mr.  Gillette.  It  does  to  some  extent,  as  indicated. 

Mr.  Thomas.  And  this  item  covers  it  all  over  the  United  States? 

Mr.  Gillette.  To  the  extent  that  the  Post  Office  Department  per- 
forms these  functions  for  the  Commission,  yes. 

Mr.  Thomas.  What  is  the  basis  upon  which  the  Civil  Service  Com- 
mission operates  here  ? 

Mr.  Bruce.  The  Civil  Service  Act  authorizes  the  Civil  Service 
Commission  to  utilize  The  services  of  other  agencies  in  carrying  out 
; their  responsibilities  under  the  act.  ■ ! 

Mr.  Thomas.  Sale  of  documentary  stamps,  total  loss  of  $41.1,000. 

That  is  quite  interesting. 
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LOSS  OX  SPECIAL  SERVICES 


We  will  now  insert  pages  10  and  11  in  the  record,  which  show  loss 
on  special  ser\dces. 

(The  pages  referred  to  follow :) 


Loss  on  special  services,  subsec.  104(a)(4),  $24,894,000 


Category 


Analysis  of  loss  (in  thousands  of 
dollars),  1959 


Estimated 


Estimated 


Total  loss 


revenue 


expense 


Registry 

Insurance 

Collect  on  delivery 

Special  delivery 

Money  orders 

Postal  savings 

Box  rents 

Certified  mail 

Stamped  envelope  service. 


$37, 389 
26, 331 
12,  719 
36,  275 
70,  715 
10, 363 
26, 048 
6,  788 
17, 379 


$46, 158 
23,  652 
22,  435 
45,  434 
79, 318 
4,  781 
27,343 
5, 181 
14,  599 


$8,  769 
(2,  679) 
9,  716 
9, 159 
8,  603 
(5,  582) 
1,295 
(1,607) 
(2,  780) 


Total 


244, 007 


268, 901 


24, 894 


Note. — Figures  in  parentheses  denote  excess  of  revenue  over  expenditm'e. 

This  request  provides  for  the  estimated  loss  incurred  in  performing  special 
services  such  as  cash  on  delivery,  insured  mail,  special  delivery,  and  money 
orders.  Prior  to  enactment  of  Public  Law  85^26  it  was  anticipated  that 
special  services  would  break  even  in  fiscal  1958  as  a result  of  the  substantial 
rate  increases  instituted  on  July  1,  1957.  The  additional  costs  of  pay  and 
retirement  subsequently  occasioned  by  that  law  and  other  legislation  will  now 
result  in  a net  loss  in  fiscal  19.59  for  this  group  of  services.  While  this  loss 
may  be  of  temporary  nature  pending  further  possible  adjustments  in  special 
service  fees,  it  is  nevertheless  necessary  to  include  this  loss  in  this  request  for 
fiscal  1959  pending  the  results  of  further  study. 

Mr.  Thomas.  Do  you  mean  to  say  that  it  costs  you  around  $5  mil- 
lion to  register  letters?  You  show  a little  profit  on  insurance. 
Wliat  about  your  special  delivery  here  ? 

Mr.  Gillette.  That  shows  a loss  of  $9,159,000. 

Mr.  Thomas.  Certified  mail  shows  a little  profit? 

Mr.  Gillette.  $1,607,000. 


COST  OF  EXCESS  RATES  PAID  TO  FOREIGX  AIR  CARRIERS 

Mr.  Thomas.  We  will  put  in  page  11,  showing  the  cost  of  excess 
rates  paid  to  foreign  air  carriers. 

(The  page  referred  to  follows :) 

Cost  of  Excess  Kates  Paid  to  Foreign  Air  Carriers, 

Subsection  104(a)(5),  $1,141,000 

This  covers  the  estimated  additional  cost  in  fiscal  1959  of  transporting  U.S. 
mail  by  foreign  air  carriers  at  a Universal  Postal  Union  rate  in  excess  of  the 
rate  prescribed  for  U.S.  carriers.  The  employment  of  foreign  air  carriers  at 
higher  rates  of  compensation  is  clearly  in  the  interests  of  the  United  States  since 
foreign  nations  in  turn  employ  U.S.  carriers  at  these  higher  rates.  The  addi- 
tional revenues  received  by  U.S.  carriers  have  contributed  to  the  termination 
of  subsidy  payments  to  American  oversea  airlines  by  the  Civil  Aeronautics 
Board.  The  excess  cost  of  transportation  caused  by  this  arrangement  in  1959 
amounted  to  $1,141,000. 
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Mr.  Thomas.  You  say  in  your  justifications : 

This  covers  the  estimated  additiohal  cost  for  the  fiscal  year  1959  of  trans- 
porting U.S.  mail  for  foreign  air  carriers  at  a Universal  Postal  Union  rate  in 
excess  of  the  rate  prescribed  for  U.S.  carriers. 

Do  you  mean  that  European  rates  and  foreign  rates  are  higher 
than  our  rates  at  home  ? 

Mr.  Gillette.  The  rates  for  European  carriers  are  higher. 

Mr.  Thomas.  This  cuts  both  ways. 

Mr.  Gillette.  It  is  a reciprocal  arrangement. 

Transportation 


Program  and  financing 


1959 

presently 

available 

1959 

revised 

estimate 

1959 

difference 

Proijram  by  activities: 

1.  Water  transportation 

$14,  669, 000 
86, 428, 000 
304, 142  000 
61,  501,  000 

8,  260, 000 

$14.  669, 000 
86, 428, 000 
345, 142, 000 
61,  501, 000 

8,  260, 000 

2.  ITi?hway  transportation _ 

3.  Rail  transportation 

+$41, 000, 000' 

4.  Air  transportation 

vS.  Terminal*  and  transportation  charges  by  foreign  coun- 
tries  

Tot'll  obligations 

Financing:  Appropriation  or  estimate 

475, 000, 000 
475, 000, 000 

516. 000,  000 

516. 000.  000 

+41, 000, 000 
+41, 000,000 

Obligations  by  objects 

1959 

presently 

available 

1959 
revised 
estim  ite 

1959 

difference 

03  Transportation  of  things 

$475, 000, 000 

$516, 000, 000 

+$41, 000,  COO 

Mr.  Thomas.  We  will  insert  the  last  two  white  pages  of  the  justifi- 
cations dealing  with  transportation. 

(The  pages  follow :) 

Transportation,  1959 


Annual  appropriation,  1959 $475,  000,  000 

Estimated  obligations 516, 000, 000 


Estimated  supplemental. 


41,  000,  000 
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Analysis  of  supplemental  request 


Activity  and  account 


Funds  avail- 
able 


Revised  esti- 
mate 


Additional 

required 


Water  transportation: 


Powerboat  service 

Foreign  mail  transportation 

Subtotal 


$3, 128, 000  $3, 128, 000 

11,541,000  11,641,000 


14,  669,  000 


14,  669, 000 


Highway  transportation: 

Star  route  service 

Shoi  t haul  truck  service 
Mail  messenger  service.. 
Highway  post  offices 


46. 570. 000 

13. 960. 000 
20,  :878, 000 
1 6,020,000 


45,  570, 000 
13, 960, 000 
20,  878,  000 
6.020, 000 


Subtotal 

Rail  transportation:  Railroad  service. 

Air  transportation: 

Domestic  air  mail  service 

Foreign  air  mail  service 

Subtotal 

Terminal  and  transportation  charges  by  foreign  countries 

Total  transportation 


86,  428, 000 
304, 142. 000 


86,  428.  000 
345, 142, 000 


$41, 000, 000 


42, 399,  000 
19, 102, 000 


42,  399, 000 
19, 102,  UOO 


61,  501, 000 
8,  260, 000 


61,  501, 000 
8,  260,  000 


475, 000,  000 


516,  000,  000 


41,  000. 000 


JUSTIFICATION 


In  its  order  of  December  30,  1957,  the  Interstate  Commerce  Commission  in- 
creased the  mail  pay  rate  for  the  southern  and  western  railroads.  The  rates  of 
pay  for  the  southern  railroads  were  increased  6 percent  from  July  1,  1957,  to 
August  31,  1957,  and  13.5  percent  on  and  after  September  1,  1957.  The  rates  of 
pay  for  the  western  railroads  were  increased  7.5  percent  effective  July  1,  1957. 
The  effect  of  this  order  was  to  increase  railroad  costs  $14  million  in  fiscal  year 
1959. 

Interstate  Commerce  Commission  order  of  June  23,  1958,  increased  mail  pay 
rates  for  the  eastern  railroads  20  percent  from  July  3,  1956,  to  October  31,  1956; 
25  percent  from  November  1,  1956,  to  October  31,  1957 ; and  30  percent  from  No- 
vember 1,  1057,  to  September  30,  1958.  After  September  30,  1958,  the  multiele- 
ment feature  of  the  applicable  rates  should  produce  a mail  pay  increase  of  30 
percent,  when  coupled  with  the  changeover  from  “authorized  service”  to  “space- 
used  service.” 

The  effect  of  the  rate  increase  applicable  to  the  eastern  railroads  was  to  in- 
crease mail  pay  in  1959  by  $34  million. 

In  fiscal  year  1959  the  combined  cost  of  the  southern,  western,  and  eastern  rail- 
road rate  increases  is  estimated  at  $48  million.  In  considering  the  various  fac- 
tors relative  to  the  new  system  and  new  rates,  it  is  estimated  that  $7  million  of 
the  rate  increase  in  1959  will  be  absorbed  within  funds  now  available.  The  net 
additional  amount  required  is  thereby  reduced  to  $41  million. 

The  language  for  this  supplemental  appropriation  is:  “For  an  additional 
amount  for  ‘Transportation,’  fiscal  year  1959,  $41,000,000.” 
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GENERAL  STATEMENT 

Mr.  Gillette.  I have  a statement  that  I would  like  to  insert  regard- 
ing this  item. 

( Tlie  statement  referred  to  follows :) 

Statoment  Concerning  Supplemental  Transportation  Appropriation,  1959,  by 
Hyde  Gillette,  Assistant  Postmaster  General,  Bureau  of  Finance 

The  transportation  appropriation  of  the  Post  Office  Department  covers  only 
the  cost  of  transporting  the  mails  between  post  offices  and  overseas.  Expendi- 
tures consist  of  payments  to  carriers — rail,  air,  highway,  and  water  and  to 
foreign  countries  for  the  transshipment  and  handling  of  our  mails.  No  personnel 
or  administrative  costs  are  included  in  the  appropriation.  The  amounts  required 
are  determined  primarily  by  the  volume  of  mail  to  be  handled  and  the  rates 
charged,  both  of  which  are  beyond  the  control  of  the  Department. 

The  $41  million  supplemental  appropriation  request  for  fiscal  year  1959  is  due 
entirely  to  the  Interstate  Commerce  Commission’s  orders,  issued  after  the  1959 
budget  was  prepared,  increasing  the  railroad  rates  for  transporting  mail.  These 
increases  will  amount  to  a total  of  approximately  $48  million  for  the  year. 
Because  the  increase  in  mail  volume  estimated  for  fiscal  year  1959  is  not  fully 
materializing  and  because  of  other  operating  factors,  there  is  available  in  the 
appropriation  $7  million  which  is  being  used  to  partially  absorb  this  increase. 
We  are  therefore  requesting  supplemental  funds  to  cover  the  difference  of  $41 
million. 

Mr.  Thomas.  Tell  us  about  this  transportation. 

Mr.  Gillette.  The  transportation  includes  no  manpower.  It  in- 
cludes disbursements  for  all  types  of  transportation.  It  fluctuates 
largely  with  mail  volume.  Our  estimates  indicate  for  1959  that  we 
will  be  able  to  absorb  $7  million  of  the  increase  in  railroad  rates  be- 
cause mail  volume  is  slightly  lower 

Mr.  Thomas.  Is  this  all  transportation  ? 

Mr.  Gillette.  Because  the  mail  volume  is  slightly  lower  than  we 
expected.  Yes,  it  is  all  rail. 

Mr.  Thomas.  There  is  no  increase  in  air  transportation  ? 

Mr.  Gillette.  No.  The  supplemental  is  to  cover  increased  rail  rates 
granted  by  the  Interstate  Commerce  Commission. 

PAYMENT  TO  RAIL  CARRIERS 

Mr.  Thomas.  What  are  you  going  to  pay  rail  carriers  this  year — 
$345,142,000? 

Mr.  Gillette.  Yes. 

Mr.  Thomas.  What  yardstick  do  you  use  ? 

Mr.  Gillette.  This  is  carefully  estimated  based  upon  volume  and 
previous  experience  in  the  comparable  periods  of  the  previous  years, 
and  applying  the  new  rail  rates  which  the  two  orders  of  the  Inter- 
state Commerce  Commission  required  us 

Mr.  Thomas.  How  much  did  they  increase  it?  They  increased  it 
a few  months  ago  ? 

Mr.  Gillette.  Yes. 

Mr.  Thomas.  What  was  the  date  of  the  increase,  and  how  much? 

Mr.  Gillette.  The  date  of  the  first  increase  was  December  30, 1957, 
affecting  southern  and  western  railroads,  and  amounted  to  $14  mil- 
lion, estimated,  for  the  fiscal  year  1959.  The  date  of  the  second  in- 
crease was  June  23,  1958,  and  affected  the  eastern  roads  and  was  for 
a total  estimated  amount  of  $34  million  in  1959,  making  a total  for 
the  fiscal  year  1959  of  $48  million,  of  which  we  have  found  we  can 
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absorb  $7  million  because,  of  the  fact,  as  I nstated,  that  the  volume  is 
running  a little  lower  than  we  anticipated  in  1959. 

HIGHWAY  TRANSPORTATION 

\ . 

Mr.  Thomas.  Have  you  not  been  able  to  cut  your  transportation  bill 
down  a little  by  using  trucks  ? 

' Mr.  Gillette.  Over  a period  of  time  we  have  been  able  to  do  just 
that. 

Mr.  Thomas.  How  much  have  you  saved  in  the  last  couple  of  years  ? 
' Mr.  Gillette.  I can  tell  you  over  the  period  of  the  last  4 years, 
from  1954  through  1958,  we  had  about  a 17-percent  increase  in  total 
mail  volume  and  we  had  about  a 4-percent  increase  in  the  total  obli- 
gations for  transportation,  excluding  rate  increases. 

.■  Mr.  Thomas.  Really  did  you  save ' apything  ? You  have  spent 
$86,500,000  on  highway  transportation  and  I assume  that  the  savings 
that  you  made  came  from  the  railroads  and  then  you  had  to  increase 
the  railroads  to  just  about  a comparable  amount  that  you  took  away 
from  them  in  increased  rates,  so  have  you  saved  anything  ? Hoes  it 
not  add  up  to  something  about  like  that  ? 

Mr.  Gillette.  We  find  in  some  cases  it  is  cheaper  to  handle  mail 
by  highway  and  in  other  cases  it  is  not,  but  we  have  been  forced  to 
shift  to  highway  transportation  in  some  places,  because  trains  have 
been  taken  off. 

Mr.  Thomas.  If  you  take  the  short  lines  away  from  the  railroads 
and  give  them  to  the  trucks  and  buses,  the  railroads  will  come  back 
at  you  some  way  for  increased  rates,  and  when  you  get  through  you 
will  not  have  saved  anything.  " 

Mr.  Gillette.  The  interesting  fact  is  that  the  railroads  themselves 
are  taking  many  trains  off.  Since  1938  they  have  taken  off  about 
7,500  out  of  10,000  trains  that  we  were  using,  so  we  Only  have  2,500 
of  the  10,000  we  had  in  1938. 

Mr.  Thomas.  That  is  quite  interesting. 

Your  total  transportation  bill  is  $516  million  for  this  year.  That 
is  quite  a bit  of  money. 

Mr.  Gillette.  That  is  our  best  estimate. 

i ' 

FOURTH-CLASS  PRIVILEGES  FOR  PHONOGRAPH  RECORDS 

^ Mr.  Boland.  May  I ask  a question  with  respect  to  a news  article  that 
appeared  recently  with  reference  to  the  fourth-class  privileges  for 
records.  What  are  the  total  receipts  from  fees  for  phonograph^rec- 
ords  sent  through  the  mail  ? 

Hr.  Raines.  The  volume  of  records  is  very  small.  We  do  not 
konw  the  number  of  records  that  go  through  the  mail  under  the  pres- 
ent rates.  It  is  too  new  and  the  volume  is  too  small  to  be  measured 
from  past  experience. 

Mr.  Gillette.  I might  point  out  that  phonograph  recording  at 
reduced  rates  is  an  item  that  was  not  in  the  Hepartment’s  recommenda- 
tions, or  in  the  House  bill,  but  was  added  by  the  Senate  committee. 

Mr.  Boland.  Thank  you  very  much. 

Mr.  Thomas.  Thank  you  very  much.  It  has  been  nice  to  see  you. 
Thank  you  very  much  for  coming  in. 
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AFTERNOON  SESSION 

Wednesday,  March  4,  1959. 
DISTRICT  OF  COLUMBIA 

WITNESSES 

HON.  ROBERT  E.  McLAXTGHLIN,  PRESIDENT,  BOARD  OP  COMMIS* 

SIONERS 

HON.  DAVID  B.  KARRICK,  COMMISSIONER 

SCHUYLER  LOWE,  DIRECTOR,  DEPARTMENT  OF  GENERAL 

ADMINISTRATION 

WALTER  L.  FOWLER,  BUDGET  OFFICER 

Mr.  Thomas.  Gentleman,  will  the  committee  please  come  to  order? 

We  liave  with  us  this  afternoon  our  friends  from  the  District  of 
Columbia.  It  is  certainly  nice  to  have  such  a distinguished  group 
witli  us  and  we  are  delighted  and  honored  to  have  Commissioners 
McLauglilin,  Karrick,  and  Welling  before  us. 

Are  you  going  to  talk  about  Federal  payments,  Mr.  Commissioner? 

Commissioner  McLaughlin.  Yes,  Mr.  Chairman.  I have  a rather 
brief  general  statement. 

Mr.  Thomas.  Do  you  want  to  put  it  in  the  record  and  then  start 
right  off,  or  what  ? Tell  us  what  you  have  on  your  mind. 

Commissioner  McLaughlin.  If  I may,  I would  like  to  read  this 
first. 

We  have  a statement  on  the  Federal  payment  which  is  a bit  more 
lengtliy  and  I am  sure  that  you  will  read  it  in  the  record  so  that  I 
think  it  might  be  inserted. 

However,  in  order  to  set  the  stage,  I would  like  to  read  this  page  and 
a half  statement  first,  Mr.  Chairman. 

Mr.  Thomas.  Anything  you  want  to  do,  all,  none,  or  any  part. 

General  Statement 

Commissioner  McLaughlin.  Mr.  Chairman,  the  Commissioners 
wish  to  express  their  appreciation  for  the  privilege  of  appearing  be- 
fore you  on  behalf  of  the  supplemental  estimates  of  appropriations 
for  the  District  of  Columbia  contained  in  House  Document  58. 

Tliese  estimates  are  divided  into  two  parts;  the  first  being  a request 
for  an  increase  of  $9  million  in  the  Federal  payment  to  the  general 
fund  of  the  District  of  Columbia.  In  the  last  session  of  Congress, 
Public  Law  85-451,  approved  June  6,  1958,  increased  the  authoriza- 
tion for  the  Federal  payment  from  $23  to  $32  million,  effective  in  the 
fiscal  year  1959.  The  request  before  this  committee  will  increase  the 
Federal  payment  to  $29  million  for  1959,  which  is  $3  million  below 
the  authorized  amount.  This  additional  amount  is  required  to  par- 
tially finance  the  cost  of  pay  raises  granted  last  year. 

The  balance  of  the  estimates  amounts  to  $10,300,468.  These  requests 
represent  pay  increases  of  $9,001,468  and  other  increases  of  $1,299,000. 
The  increases  in  salaries  result  from  legislation  enacted  in  the  last 
Congress  for  classified  employees,  policemen  and  firemen,  and  school 
teachers.  There  are  also  included  increases  granted  by  the  Commis- 
sioners to  wage  scale  employees.  The  other  increases  are  for  items 
classified  as  mandatory,  such  as  increased  cost  of  postage  and  unem- 
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ployment  and  workmen’s  compensation  ; increase  in  number  of  police- 
men and  firemen  pensioners ; public  assistance  recipients,  and  District 
prisoners  in  Federal  institutions ; and  reallocation  and  salary  increases 
for  substitute  teachers. 

In  addition  to  the  items  included  in  House  Document  58,  there  are 
pending  additional  supplemental  amounting  to  $5,004,532,  which  will 
make  a total  of  $15,305,000  to  be  financed  in  this  year.  The  items 
amounting  to  $1,271,978  for  highways,  water,  sanitary  sewers, -and 
motor  vehicle  parking  can  be  paid  from  the  special  funds  available 
for  these  purposes  but  the  general  fund  revenues,  based  on  revenue 
estimates  of  February  25,  1959,  are  $8,431,212  short  of  meeting  the 
obligations  of  $14,033,022. 

The  approval  of  the  Federal  payment  of  $9  million  will  eliminate 
this  deficit  and  leave  a small  surplus  to  assist  in  financing  the  1960 
estimates. 

Mr.  Thomas.  How  much  did  you  get  out  of  the  Federal  Govern- 
ment in  the  way  of  contributions  ? 

Commissioner  McLaughlin.  $20  million  for  fiscal  year  1959. 

Mr.  Thomas.  Now  you  want  $9  million  more  ? 

Commissioner  McLaughlin.  Yes,  sir. 

Mri  Fowler.  The  authorization  was  $32  million. 

Mr.  Thomas.  There  is  a lot  of  difference  between  an  authorization 
and  cash. 

Mr.  Fowler.  We  realize  it,  Mr.  Chairman. 

Mr.  Thomas.  Go  ahead. 

Commissioner  McLaughlin.  I am  beginning  to  believe  I ought  to 
read  the  Federal  payment  statement,  too,  Mr.  Chairman. 

ANALYSIS  OF  SUPPLEMENTAL  ESTIMATES  PENDING 

* 

The  estimates  which  appear  before  you  now  as  a part  of  House 
Document  No.  58  amount  to  $10,300,468.  There  is  included  in  House 
Document  No.  90  $5,004,532  for  the  District  of  Columbia  which  brings 
our  total  supplemental  request  to  $15,305,000. 

Mr.  Thomas.  Your  big  item  is  the  $9  million.  Detail  the  other 
items,  Mr.  Commissioner. 

I do  not  want  to  fuss  with  your  Budget  Officer  but  I wish  you  would 
give  a cover  sheet  with  the  pages  written  on  it  next  time. 

Commissioner  McLaughlin.  I believe  that  I would  have  to  ask  him 
to  detail  the  other  items  because  they  are  all  spread  out  through  this 
document. 

Mr.  Thomas.  He  is  probably  like  me,  he  cannot  find  them  either. 

Mr.  Fowler.  The  Department  of  General  Administration,  operat- 
ing expenses,  $550,000 ; Department  of  Occupations  and  Professions, 
operating  expenses,  $26,200;  Public  Schools,  operating  expenses, 
$4,295,668 ; Public  Library,*  operating  expenses,  $190,300 ; Metropoli- 
tan Police, ^operating  expenses,  $2,616,800;  Fire  Department,  operat- 
ing expenses,  $1,200,300;  Department  of  Corrections,  operating  ex- 
penses, $326,100 ; Department  of  Public  Welfare,  operating  expenses, 
$897,200. 

Then  we  have  the  judgments  and  claims  and  audited  claims, 
amounting  to  $197,900. 
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(The  following  was  submitted  later :) 


Summary  of  supplemental 


Classified, 
teachers, 
police,  and 
fire 

Wage  board 

Other 

, , Total . , , _ 

Departments: 

Oonoral  Administration... 

$373, 000 
23, 000 
3, 813, 668 

153. 000 
2,  217, 000 
1. 015,  000 

246. 000 

586. 000 

$1, 000 
100' 
411, 000 

22. 300 
15, 800 

14. 300 
7,100 

103, 200 

$176,000 
3, 100 
, 71,000 

15,  000 
384,000 
171,000' 
73,000 
, \208,  000 

• ' '$66b,'00d 
26,200 
4, 295,668 
190,300 
2, 616, 800 
- 1,200,300 

326,T00 
897,.  2QQ 

Occupations  and  Professions 

Pul)lic  Sciiools 

Public  Library 

Mctroi)olitan  Police 

Fljx*  Department 

Corrections 

Public  Welfare 

Total,  departments 

8, 426,  668 

574, 800 

1, 101, 100 

,10, 1Q2, 568 

Miscellaneous: 

Settlement  of  claims  and  suits 

20, 197 
30,219 
147,  484 

20;  197 
30,219 
147, 484 

Judgments  

Audited  claims 

Total,  miscellaneous _ ___  

197, 900 

.197;  900 

Total  ___  _ 

8, 426, 668 

674, 800 

1, 299,000 

10,300,468 

Mr.  Thomas.  Go  ahead,  Mr.  Commissioner. 

Commissioner  McLaughlin.  As  I said,  these  estimates  before  you- 
amount  to  $10,300,468.  These  requests  represent  pay  increases  of 
$9,001,468  and  other  increases  of  $1,299,000.  The  increases  in  salaries 
result  from  legislation  enacted  in  the  last  Congress  for  classified  em- 
ployees, policemen  and' firemen,  and  school  teachers. 

Most  of  those  increases  were  after  our  appropriation  hearings  last 
year. 

There  are  also  included  increases  granted  by  the  Commissioners 
to  wage  scale  employees.  That  is  a function  we  have  which,  by  statute, 
requires  that  if  we  accept  the  levels , • 

Mr.  Thomas.  Mr.  Commissioner,  may  I interrupt  ? 

What  is  your  total  deficiency  for  this  year  ? This  document  is  not 
complete  in  that  you  have  pay  increases  along  with  other  items.  You 
have  it  in  a big  document,  purely  Pay  Act  increases. 

What  do  all  of  your  deficiencies  add  up  to  ? 

Commissioner  McLaughlin.  $15,305,000. 

Mr.  Thomas.  Of  which  pay  entirely  is  how  much  ? 

Commissioner  McLaughlin.  Pay  increases,  $9,001,468. 

Mr.  Lowe.  More  than  that,  because  the  pending  supplemental- also 
has  other  pay  increases  in  it.  It  will  take  us  just  a minute  to  get  it 
for  you,  Mr.  Chairman. 

Mr.  Thomas.  Go  ahead. 

Commissioner  McLaughlin.  The  other  increases  are  for  items 
classified  as  mandatory,  such  as  increased  cost  of  postage  and  employ-, 
ment  and  workmen’s  compensation;  increase  in  pension  for  policemen 
and  firemen;  public  assistance  recipients,  and  District  prisoners  in 
Federal  institutions;  and  reallocation  and  salary  increases  for  sub- 
stitute teachers. 

In  addition  to  the  items  included  in  House  Document  58,  there  are 
pending  additional  supplementals  amounting  to  $5,004,532,  which 
will  make  a total  of  $15,305,000  to  be  financed  in  this  year,  of  which 


pay  increases  total  $14,006,000.  The' items  amounting  to  $1,271,978 
for  highways,  water,  sanitary  sew:ers,  and  motor  vehicle  parking  can 
be  paid  from  the  speciah  funds  Available  for  these  purposes,  but  the 
general  fund  revenues,  based  on  revenue  estimates  of  February  25, 
1959,  are  $8,431,212  short  of -meeting  the  obligations  of  $14,033,022. 

The  approval  of  the  Federal  payment  of  $9  million  will  eliminate 
this  deficit  and  leave  a small  surplus  to  assist  in  fiinancing  the  1960 
estimates.  i 

That  is  my  general  statement,  Mr.  Chairman. 

Mr.  Thomas.  That  is  very  concise  and  to  the  point. 

Commissioner  McLaughlin.  I have  a tabular  analysis  of  pending 
supplementals  which  I should  like  to  insert  at  this  point. 

(The  matter  follows:) 

Analysis  of  pending  supplementals 

Salary  increases  (including  retirement)  : 

Classified 

Wage  board 

Policemen  and  firemen 

Teacher^  and  officers 


$4,  939,  332 

2,  279,  000 
3, 144,  000 

3,  643,  668 


Totalj  salary  increases 

Other : 

Reallocations  (Public  Library) 

Public  schools : . • ' 

Rate  increase  for  substitute  teachers 


from  $14.08  to  $16  per  day $56,  000 

Rate  increase  for  stores  clerks  from. 

$10  to  $11  per  day 6,  000 

Lunches  for  children  of  indigent 

parents 9,000 


Occupations  and  professions  (increased  workload 
in  grading  CPA  exams^ — $1  per  page  increasel,- 
Metropolitan  Police  ( increase  in  nutnber  of  re- 
tirements and  payments  to- -widows)  — 

Fire  Department  ( increase  in  retirements) 

Department  of  Corrections  (support  of  prison- 
ers— increase  rate  per  day  from  $4.66  to  $4.84 
and  average  number  of  prisoners  from  438  to 

454) 

Department  of  Public  Welfare : 

Increased  workload  in  Child  Welfare 


Division J__—  $75,  000 

Public  Assistance  Division : Public  assist- 
ance grants  $110,000,  and  $23,000  for 
burials  of  indigents  (an  average  case- 
load increase  of  91  per  month)  _ — _ — 133, 000 


Department  of  General  Administration  ($144,000  em- 
ployees’ compensation  and  $13^000  workmen’s  com- 
pensation) — — ! — — — - 

Judgments  and  claims— — _ — 

Audited  claims — 

Postage 


$14,  006, 000 

$15,  000 


71,  000 

1,400 

384,  000 
171,  000 

73,000 


208, 000 


157,  000 
50,  416 
147,  484 
20,  700 


Total  other 


1,  299,  000 


Grand  total 


15,  305, 000 
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Federal  Payment 


Program  and  financing 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 
(-{-)  or  de- 
crease (— ) 

Program  hy  activities: 

1.  Payment  t'^  District  of  Columbia 

2.  Payments  for  water  and  sewer  service.. 

3.  Payments  for  highways : 

$20, 000, 000 
2, 429, 000 
431,  600 

$29, 000, 000 
2,429,000 
431, 600 

-|-$9,000,000 

Total  obligations 

22. 860,  600 

31,  860,  600 

-P9,o6o.’ooo 

Financing:  Appropriation  (new  obllgatlonal  authority) 

22, 860, 600 

31, 860, 600 

-t-9, 000, 000 

Object  classification 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 
(-p)  or  de- 
crease (-) 

05  Pents  and  utility  services  . 

$2, 429, 000 
20, 431, 600 

$2, 429, 000 
29, 431, 600 

11  Grants,  subsidies,  and  contributions 

Total  obligations  

+$9,000,000 

22, 860, 600 

31, 860, 600 

+9,000,000 

Mr.  Thomas.  Let  us  turn  to  the  Federal  payment. 

Commissioner  McLaughlin.  We  have  a five-page,  extremely  valu- 
able document  here  on  the  Federal  payments. 

Mr.  Thomas.  Do  you  want  to  leave  that  out  of  the  record  or  have 
that  go  in  ? 

Commissioner  McLaughlin.  Sir,  I think  that  should  go  in  the 
record. 

I just  wanted  to  see  if  all  of  the  members  of  the  subcommittee  would 
pledge  themselves  to  read  it  in  case  I do  not  read  it  myself  now. 

Mr.  Thomas.  We  will  split  the  difference  with  you. 

We  will  put  every  word  of  it  in  the  record. 

(The  matter  referred  to  follows:) 

Fedebal  Payment 

This  payment  has  been  made  in  varying  amounts  since  the  District  of  Colum- 
bia was  established  as  the  Nation’s  Capital.  The  primary  purpose  of  the  payment 
is  to  compensate  for  the  fact  that  the  Federal  Government,  as  the  principal  em- 
ployer and  land  user  in  the  District,  is  tax  exempt,  thus  depriving  the  city  of 
major  sources  of  tax  revenue  that  are  common  to  other  cities.  Also,  as  the  Na- 
tion’s capital,  the  District  is  subject  to  many  unusual  requirements. 

In  1921,  the  Congress  of  the  United  States  discontinued  its  practice  of  paying 
50  percent  of  the  cost  of  operating  the  District  of  Columbia.  Since  that  time,  the 
percentage  of  costs  borne  by  the  United  States  has  fluctuated  from  a high  of  39.5 
percent  of  general  fund  appropriations  in  1924,  to  a low  of  8.5  percent  in  1954. 
Since  1956,  the  Federal  payment  has  been  only  slightly  over  12  percent.  The 
newly  increased  authorization  (Public  Law+ 85-451)  provides  for  an  annual 
payment  of  $32  million,  which  is  approximately  16  percent  of  the  general  fund 
budget  estimate  for  flscal  year  1960. 
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LIMITATIONS  UPON  REVENUE  POSSIBILITIES 


Illustrative  of  the  ways  in  which  the  District’s  revenues  are  limited  through  its 
role  as  the  Federal  City  are : 

1.  The  city  was  established  and  developed  to  serve  the  Federal  Government  as 
its  Capital.  It  does  not  have,  and  probably  never  will  have,  independent  basic  in- 
dustries that  would  support  it.  As  a result,  the  Federal  Government  is  actually 
the  major  “industry”  in  the  District.  Recent  studies  show  that  a cross  section  of 
the  Nation’s  largest  corporations  pay  approximately  $1  in  .State  and  local  taxes 
for  every  $20  spent  for  salaries.  If  the  same  ratio  were  applied  to  the  total 
estimated  Federal  payroll  of  $1,152  million  in  Washington,  and  the  Federal 
Government  were  to  pay  to  the  District  the  amount  which  a private  employer 
of  comparable  size  would  pay  in  State  and  local  taxes,  the  annual  Federal  pay- 
ment to  the  District  would  approximate  $57.6  million. 

2.  Washington  attracts  tax-exempt  activities  such  as  foreign  agencies,  patri- 
otic organizations,  and  others  because  it  is  the  Capital  City.  A total  of  $209.4 
million  of  such  property  is  now  exempt. 

3.  Building  height  limitations  are  set  to  prevent  any  commercial  structure  from 
overshadowing  Federal  structures,  which  precludes  the  skyscrapers  common  to 
large  cities.  This  limitation  holds  down  realty  values  and,  as  a result,  tax  reve- 
nues. For  example,  Chicago  in  its  central  business  district  has  an  employment 
density  of  about  160,000  persons  per  square  mile  contrasted  with  90,000  in 
Washington. 

4.  Many  local  residents  maintain  their  legal  domiciles  elsewhere  and  thereby 
entirely  avoid  payment  of  the  District  of  Columbia  income  tax.  Also  among  Dis- 
trict residents  is  an  extraordinary  number  of  persons  in  the  military  service  who 
are  exempt  from  the  District  of  Columbia  income  tax  under  the  Soldiers  and  Sail- 
ors Civil  Relief  Act. 

5.  Many  cities  extend  their  boundaries  to  include  growing  suburbs.  This  ob- 
viously is  not  possible  here,  but  is  particularly  pertinent  to  the  city’s  problem  in 
view  of  the  fact  that  during  the  postwar  years  the  income  of  District  residents  is 
not  increasing  at  the  rate  of  the  surounding  suburbs.  The  median  family  income 
per  household  in  1947  and  1958  compares  as  follows : 


District  of  Columbia 
Suburban  areas 


1947 

1958 

Percentage 

increase 

$3,  836 

$5. 660 

47.5 

4,639 

7, 940 

71. 2 

Source:  1947  data,  U.S.  Census  Bureau;  1958  data,  Washington  Board  of  Trade:  Dr.  J.  P.  Picard. 


INCREASED  COSTS 

In  the  matter  of  expenses,  the  District  incurs  increased  costs  over  and  above 
those  incurred  by  an  ordinary  city  because  it  is  the  Nation’s  Capital.  Some  ex- 
amples of  these  increases  follow : 

1.  The  Fine  Arts  Commission  and  National  Capital  Planning  Commission 
require  that  most  public  works  structures  be  designed  to  harmonize  with  the 
Federal  master  plan  for  the  Capital  City. 

2.  The  federally  conceived  plan  of  the  city  calls  for  wide,  beautiful,  tree- 
lined  streets  such  as  few  other  major  cities  enjoy. 

3.  The  District  is  unique  in  being  subject  to  Federal  legislation  which  fre- 
quently adds  considerably  to  the  cost  of  maintaining  the  city.  For  instance,  un- 
der Public  Law  648,  79th  Congress,  as  amended,  the  District  is  required  to  share 
the  cost  of  Federal  grants  for  the  construction  of  a hospital  center  and  other 
hospitals.  The  potential  liability  for  these  purposes  is  $19.6  million.  It  is 
estimated  that  30  percent  of  the  i)atients  treated  at  these  hospitals  are  non- 
District  residents. 

4.  Because  of  Federal  expansion  in  the  area,  Washington  is  now  completely 

encircled  by  a thickly  settled  area  that  is  more  populous  than  the  city  itself, 
and  which  requires  the  construction  of  expensive  arterial  highways  to  enable 
suburban  populations  to  move  to  and  from  the  city.  The  fact  that  two  rivers 
have  to  be  crossed  by  much  of  r^rdres  ;the,;eonstruction  of  very,  costly 

bridges. 
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The  District,  more  so  than  other  municipalities,  renders  numerous  services  to 
n(»nresi(lents.  Faced  with  a somewhat  similar  situation,  some  cities  have  re- 
sorted to  a payroll  or  earnint^s  tax  applicable  to  residents  and  nonresidents 
alik(‘.  The  imposition  of  such  a tax  in  the  District  would,  however,  further 
increase  the  already  heavy  tax  burden  since  District  residents  would  pay  about 
two-thirds  of  the  total  yield. 

TAX  COMPARISONS 

In  reporting  the  bill  last  year  that  authorized  the  increase  in  Federal  pay- 
immt,  the  Committee  on  the  District  of  Columbia  stated  in  part  as  follows: 
“According  to  testimony  adduced  at  the  hearings,  it  will  be  impractical  to 
finance  the  District’s  needs  without  additional  assistance  from  the  Federal  Gov- 
ermmmt,  because  District  residents  and  businesses  are  now  taxed  at  rates  com- 
parable to  those  of  surrounding  communities.  * * *” 

A significant  comparison  of  taxes  is  one  which  measures  the  relative  burden 
of  taxes  upon  the  taxpayer.  The  following  table  contains  the  most  recent  com- 
parisons for  the  Washington  Metropolitan  area: 


]\fetropolitan  area  tax  burden,  fiscal  year  1959  ^ {family  of  4 owning  a house  and  a car) 


Income  level 

District  of 
Columbia 

Metropolitan  area  jurisdictions 
including  District  of  Columbia 

tax 

Low  tax 

Median  tax 

High  tax 

$5,000 - 

$275 

$215 

$259 

$277 

$7;500- 

378 

305 

356 

393 

$10,000 

521 

486 

539 

561 

$15,030 - - 

840 

840 

890 

967 

1 Includes  sales,  personal  income,  real  and  personal  property  taxes,  and  auto  tags. 


It  is  evident  that  the  level  of  direct  taxes  in  the  District  is  for  the  most  part 
eomparable  to  or  higher  than  the  average  for  the  metropolitan  area  generally. 
It  is  significant  that  the  District  tax  level  remains  comparable  to  the  level  in 
Maryland  jurisdictions  despite  income  and  sales  tax  increases  made  in  Maryland 
in  the  past  year. 

CONCLUSION 

During  recent  years  the  metropolitan  area  has  become  such  a closely  knit 
economic  unit  that  it  is  neither  equitable  nor  economically  feasible  for  residents 
and  businesses  of  the  District  to  be  taxed  at  a higher  level  than  those  of  the 
environs  of  the  District  and,  in  view  of  these  circumstances,  the  Commissioners 
believe  that  it  is  equitable  and  necessary  that  the  additional  Federal  payment  of 
$9  million  be  approved. 

Mr.  Thomas.  We  have  heard  this  argument  a good  many  times,  but 
we  are  not  averse  to  hearing  a new  argument. 

NEED  FOR  ADDITIONAL  FEDERAL  PAYMENT 

Why  do  you  have  to  have  all  of  this  $9  million  item?  You  were 
given  $20  million  last  year  for  fiscal  year  1959. 

Commissioner  McLaughlin.  The  most  direct  answer  to  that,  Mr. 
Chairman,  is  that  a large  part  of  these  pay  increases  were  not  even 
passed  until  after  our  appropriation  hearings  last  year.  We  gave  no- 
tice at  that  time : 

Mr.  Thomas.  You  mean  that  you  have  to  have  an  increase  in  your 
contribution  of  $9  million  to  take  care  of  $14:  million  pay  increases; 
is  that  the  basis  of  it  ? 

Commissioner  McLaughlin.  Yes,  sir.  That  is  true. 

Mr.  Lowe.  That  is  what  we  are  asking  supplemental  on.  ; 

Mr.  Thomas.  What  were  your  total  costs  ? • ' 
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Commissioner  McLaughlin.  $14,600,000. 

Mr.  Thomas.  How  much  are  you  asking  for  now  ? 

Mr.  Lowe.  Mr.  Chairman,  the  figure  of  $14,006,000  is  what  we  are 
■asking  for  after  absorbing $594,000. 

Mr.  Thomas.  Go  ahead. 

Commissioner  McLaughlin.  Mr.  Chairman,  in  the  report  last  year 
by  the  Committee  on  the  District  of  Columbia  they  said  that  accord- 
ing to  tesitmony  adduced  at  the  hearings,  it  will  be  impractical  to 
finance  the  District’s  needs  without  additional  assistance  from  the 
Federal  Government  because  District  residents  and  businesses  are 
now  taxed  at  rates  comparable  to  those  of  surrounding  communities. 

Mr.  Thomas.  There  is  nothing  wrong  with  that,  is  there  ? 

Commissioner  McLaughlin.  No,  sir.  In  our  main  presentation  on 
the  budget  last  year  we  gave  notice  in  both  Houses  that  we  would  have 
to  ask  for  this  additional  Federal  payment  in  order  to  finance  what- 
ever increases  there  were.  At  that  time,  I think  there  was  only  one 
piece  of  legislation  passed. 

ABSORPTION  OF  PAY  INCREASES 

Mr.  Thomas.  How  do  you  arrive  at  your  figure  of  $14,006,000  out 
of  your  total  pay  increases  of  $14,6Q0,000?  Did  you  absorb  that  out 
of  “Other  objects  of  the  city  government”  or  did  you  absorb  it  in 
“Personnel”  ? 

Mr.  Lowe.  It  was  principally  through  delays  in  filling  newly  au- 
thorized positions,  and  that  type  of  item. 

Mr.  Thomas.  Not  your  “Other  objects”  ? 

Mr.  Lowe.  Not  to  any  extent.  I think  there  is  a little  bit  of  “Other 
objects.” 

increase  in  personnel 

Mr.  Thomas.  What  is  your  increase  in  personnel  throughout  the 
city,  1959  over  1958?  Wliat  is  your  total  employment  for  1959? 

Mr.  Lowe.  The  increase  in  authorized  positions  is  between  700  and 
800  as  a result  of  the  1959  appropriations  act. 

Mr.  Thomas.  Over  1958  ? 

Mr.  Lowe.  Over  1958. 

Mr.  Thomas.  What  does  that  give  you  as  a total  in  appropriated 
jobs  for  1959? 

Mr.  Lowe.  It  gives  us  total  appropriated  positions,  in  round  figures, 
of  24,000.  That  includes  the  schools  which  have  over  5,000  employees, 
police,  fire,  hospitals,  and  all  of  the  other  city-  and  State-type  services 
for  which  the  District  of  Columbia  is  responsible. 

Mr.  Thomas.  The  city  government  is  set  up  comparable  in  a good 
many  jurisdictions  throughout  the  country.  Your  city  and  county 
governments  have  to 

Commissioner  Karrick.  And  State. 

Commissioner  McLaughlin.  We  have  the  highest  per  capita  ex- 
penditure for  public  health  care,  for  instance,  compared  with  all  of 
the  States.  We  have  the  highest  in  the  country. 

Mr.  Thomas.  How  many  unfilled  appropriated  jobs  do  you  have 
■as  of  J anuary  1 or  February  1 ? 

Mr.  Lowe.  May  we  supply  that  for  the  record  ? 
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(The  material  follows:) 

The  total  number  of  vacancies  as  of  February  1,  1959,  was  947. 

Mr.  Thomas.  What  is  your  best  guess?  Out  of  24,000,  would  it  be 
1,500? 

Mr.  Lowe.  Probably  it  will  be,  Mr.  Chairman,  based  on  the  so- 
called  authorized  positions  but  we  have  rather  high  lapse  rates  in  all 
of  our  appropriations. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Thomas.  On  the  record. 

What  is  your  best  guess? 

Mr.  liOWE.  My  best  guess  as  to  the  authorized  strength  is  that  your 
guess  is  a good  one  as  to  the  strength  for  which  we  actually  have  the 
funds  available  to  pay  the  positions  that  will  be  materially  less. 

Mr.  Thomas.  You  were  given  the  funds  and  you  have  24,000  jobs. 
What  became  of  them?  When  you  say,  “If  you  had  the  funds”, 
what  do  you  mean  ? 

Commissioner  Karrick.  There  is  about  a 4-percent  vacancy,  Mr. 
Chairman. 

TURNOVER  or  PERSONNEL 

Mr.  Thomas.  What  is  your  turnover  in  the  District  government 
throughout  ? 

Mr.  Lowe.  The  latest  is  12  percent. 

Mr.  Thomas.  That  is  a pretty  good  record  because  throughout 
government  generally  it  is  what,  14.5  to  16.5  percent  ? 

Mr.  Lowe.  The  District  government  has  an  unusually  stable  employ- 
ment. Turnover  is  concentrated  primarily  in  the  wage  board  groups. 

Mr.  Thomas.  Most  local  governments  have  a pretty  stable  employ- 
ment. Or  at  least,  I find  it  so  down  in  my  section  where  people  get 
accustomed  to  the  work,  like  the  work,  the  associations,  and  they  stay. 
It  is  a career  with  them  and  they  hang  on  to  it.  They  are  efficient 
in  their  jobs  and  they  know  how  to  handle  them. 

The  public  likes  them  and  they  stay  on.  It  is  very  satisfactory  to 
everybody. 

DISCUSSION  OF  population  TAXES  AND  BUSINESS  IN  THE  DISTRICT  OP 

COLUMBIA 

What  is  going  to  be  the  end  of  this  contribution?  As  the  cost  of 
government  goes  up,  are  contributions  going  up,  too  ? 

Commissioner  McLaughlin.  Mr.  Chairman,  we  have  asked 

Mr.  Thomas.  We  just  got  through  building  you  a nice  hospital  here. 

Commissioner  McLaughlin.  We  have  asked  again 

Mr.  Thomas.  The  only  sizable  Federal  construction  program  out- 
side of  the  military  is  here  in  the  District  of  Columbia. 

Commissioner  McLaughlin.  Were  you  speaking  of  the  Hospital 
Center,  Mr.  Chairman,  when  you  said  we  just  got  one? 

Mr.  Thomas.  Yes. 

Commissioner  McLaughlin.  That  is  the  District  of  Columbia  pay- 
ing for  hospital  services  to  the  people  of  Maryland  and  Virginia  who 
come  in  there  and  use  them. 


859 


Commissioner  Karrick.  Forty-eight  percent  of  the  patients  are  non- 
District  patients. 

Mr.  Thomas.  Forty-eight  percent  of  the  population  of  the  Wash- 
ington area  lives  out  of  the  District  of  Columbia,  does  it  not? 

Commissioner  I^arrick.  More  than  that. 

Commissioner  McLaughlin.  They  do  not  pay  taxes,  Mr.  Chairman. 

Mr.  Thomas.  They  make  a tremendous  contribution  to  this  District. 
Those  stores  on  F Street  would  not  be  there  if  it  were  not  for  that 
48  percent  living  outside  of  the  District  of  Columbia,  would  they  ? 

Commissioner  McLaughlin.  Those  stores  are  standing  still  and 
the  ones  out  in  the  country 

Mr.  Thomas.  Yes ; but  they  own  them  both. 

Commissioner  McLaughlin.  Yes;  but  we  do  not  get  the  sales  taxes 
on  what  happens  there. 

Mr.  Thomas.  Does  the  District  do  any  promotion  work  or  is  it  the 
Board  of  Trade  that  works  in  connection  with  the  hotels  which  bring 
everybody  from  all  over  the  country  ? 

Commissioner  McLaughlin.  The  Board  of  Trade  has  the  Greater 
Nation’s  Capital  Committee,  the  convention  bureau,  which  does  a ter- 
rific job  in  bringing  them  in.  It  is  a very  efficient  organization. 

Mr.  Thomas.  It  looks  to  me  like  the  hotels  could  make  up  this  deficit 
rather  than  to  .ask  the  taxpayers  of  the  United  States  to  make  it  up. 

Commissioner  McLaughlin.  They  pay  3 percent  on  all  of  their 
business,  occupancy  of  rooms. 

Mr.  Thomas.  What  does  that  amount  to  per  room  ? 

Commissioner  McLaughlin.  I have  never  figured  that  out. 

Mr.  Thomas.  You  mean  sales  tax  on  the  rental,  3 percent  on  the 
rental  of  the  room  ? 

Commissioner  McLaughlin.  Yes,  sir. 

Mr.  Thomas.  Gross  rental  rate  ? 

Commissioner  McLaughlin.  Yes. 

Mr.  Thomas.  That  must  bring  in  some  money. 

Mr.  Lowe.  Some  hundreds  of  thousands. 

Mr.  Jonas.  How  much? 

Mr.  Lowe.  I do  not  remember  the  exact-figure  because  it  is  merged 
in  our  regular  reports  but,  as  I recall  it,  between  $800,000  and  $900,000 


r.  Thomas.  The  most  remarkable  job  I know  of  being  done  any 
place  is  where  these  big  hotels  are  handling  these  tremendous  crowds 
ev^ry  day  and  night.  It  is  just  like  a circus  coming  to  town  and  then 
quietly  getting  out.  I marvel  at  them. 

I imagine  they  are  pretty  well  paid,  but  they  do  a pretty  good  job. 

Mr.  Jensen.  Mr.  Chairman,  the  apartment  houses  are  not  doing  too 
bad. 

Mr.  Thomas.  Washington  is  a city  of  apartment  houses  and  hotels. 
That  is  the  big  business  in  the  District  of  Columbia. 

Mr.  Jensen.  It  must  be  a green  field  for  apartment  houses  the  way 
they  are  spreading  out. 

Mr.  Thomas.  Does  anybody  want  to  discuss  the  $9  million  item? 

Mr.  Bow.  Not  on  this  side  of  the  table. 

^ Commissioner  McLaughlin.  Mr.  Chairman,  you  asked  me  to  ques- 
tion which  I would  like  to  respond  to  in  one  sentence,  if  I may. 


a ar, 
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We  liiive  asked  in  the  report  which  we  made,  called  the  State  o£ 
the  Nation’s  Capital,  that  this  policy  be  adopted  by  the  Congress  r 

■*  * * It  is  liereby  declared  to  be  the  policy  of  the  Congress  in, exercising  its, 
exclii.sive  legislative  authority  over  the  District  of  Columbia  to  provide  financial 
supiK)rt  over  and  above  that  which  can  be  derived  from  taxing  District  residents 
and  businesses  at  rates  comparable  to  those  of  surrounding  communities  to  the 
extent  necessary  to  make  the  District  a modern,  attractive,  and  efficient  com- 
munity that  meets  the  requirements  * * ♦. 

Mr.  Tho^eas.  We  do  not  set  any  policy.  We  are  just  working  men. 

Commissioner  McLaughlin.  I thought  you  would  like  to  have  that 
in  tlie  record.  / 

Mr.  Thomas.  All  we  do  is  handle  a few  dollars  every  now  and  then. 

Commissioner  McLaughlin.  Thank  you,  sir. 

Mr.  Thomas.  Any  time  you  get  ready  to  say  something,  you  say  iL 
Feel  right  at  home. 

You  do  not  have  to  agree  with  what  we  tell  you,  and  if  we  do  not 
agree  with  you,  do  not  feel  bad  about  it.  ' ^ 

justification  of  the  estimate 

We  have  already  put  in  Mr.  McLaughlin’s  supplemental  statement, 
so  let  us  put  in  pages  1 and  2 in  the  record. 

(The  pages  follow:) 

Federal  Payment  (Revised) 

For  an  additional  amount,  fiscal  year  1959,  “Federal  payment” $9,  000,  000 

This  request  is  for  ani  additional' Federal  payment  of  $9  million  .which,  to- 
gether with  the  presently  appropriated  amount  of  $20  million,  will' make  a 
total  of  $29  million  for  the  fiscal  year  1959.  This  is  $3  million  below  the 
authorized  payment  of  $32  million. 

The  last  session  of  Congress  enacted  Public  Law  85-451,  approved  June  6, 
1958,  which  increased  the  authorized  Federal  payment  to  the  general  fund, 
of  the  District  of  Columbia  from  $23  million  to  $32  million.  This  action, 
which  was  effective  beginning  with  fiscal  year  1959,  was  taken  after  com- 
prehensive testimony  was  presented  concerning  the  financial  condition  of  the 
District,  the  unusual  requirements  imposed  on  the  District,  and  the  limitations 
on  revenue  possibilities,  all  of  which  served  to  indicate  and  justify  the  increase 
in  the  Federal  payment  that  was  authorized. 

In  formulating  budget  lestimaitos  for  the  District  of  Columbia,  this  author- 
ization of  Federal  payment  is  considered  with  ther  financial  resources'' as^ the 
means  of  financing  proposed  expenditures  for  the  District.  The  increase  was 
approved  subsequent  to  the  budget  submission  for  1959  but  it  was  anticipated 
that  it  would  be  needed  to  partly  pay  the  cost  of  the  then  pending  pay  increases. 

The  supplementals  chargeable  to  the  District  that  are  pending  before  this 
committee  amount  to  $10,300,468.  They  are  to  be  financed  by  the  several  funds 


of  the  District  as  follows : 

General  fund $10,  008,  567 

Highway  fund 270,  922 

Water  fund 3,  834 

Sanitary  sewage  works  fund 1,  608 

Motor  vehicle  parking  fund 15,  537 


Total 10,  300, 468 
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There  are  sufficient  funds  available  to  finance  all  but  the  general  fund.  The 
details  of  the  items  payable  from  this  fund  are  listed  below  : 


Salary  inc'  eases : 

Classified  employees $1,  629, 190 

Wage  Board 574,800 

Policemen  and  firemen 2,  869,  700 

Schoolteachers  3,  643,  668 


Total  pay  increases 8,  717,  358 

Other 1,  291,  200 


Total  requested  supplemental,  general  fund 10,  008,  56T 


The  amounts  for  salary  increases  are  now  being  paid  and  must  be  financed. 
The  other  items  are  a result  of  either  new  legislation,  increased  cost,  or  uncon- 
trollable workload. 

In  addition  to  these  supplementals,  there  are  still  pending  for  submission  to 
Congress  requests  for  supplementals  for  pay  raises  amounting  to  $4,024,455. 
After  considering  the  pending  supplementals  and  proposed  supplemental,  the 
financial  condition  of  the  general  fund  for  1959  follows : 


Revenue  availability ; 

Surplus  at  beginning  of  year $9,  860,  919 

Estimated  revenue  collections 146, 160,  000 

Federal  payment  (presently  appropriated) 20,000,000 


Total  revenue  availability 176,  020,  919 


Funds  required : 

Appropriations  approved  for  1959  (funds  required) 170,  419, 109 

Supplementals  pending  before  Congress 10,  008,  567 

Proposed  supplementals 4,  024,  455 


Total  funds  required 184,  452, 131 


Deficit 8,431,212 


The  approval  of  the  additional  Federal  payment  will  eliminate  this  deficit  and 
leave  a surplus  of  $568,788.  This  surplus  has  been  carried  into  1960  as  part  of 
the  revenue  availability  for  that  year. 

Mr.  Thomas.  Do  you  think  that  you  can  use  that  $9  million  all 
right  ? 

Commissioner  McLaughlin.  Yes,  sir. 

Mr.  Thomas.  You  have  about  1,400  or  1,500  unfilled  jobs.  If  you 
do  not  fill  those  for  the  remainder  of  the  year,  could  you  not  get 
along  without  that  $9  million  ? 

Commissioner  McLaughlin.  I think  it  might  be  difficult,  Mr. 
Chairman,  because  the  unfilled  jobs  might  not  be  where  we  need  the 
money. 

Mr.  Thomas.  I see.  Money  is  money  and  we  are  not  going  to 
cripple  you  with  that.  Spend  whatever  you  have. 

Mr.  Fowler.  Mr.  Chairman,  we  Tvould  like  to  substitute  for  the 
justifications  in  the  folder  before  you  the  new  justification  which  we 
have  prepared.  There  is  a slight  difference. 

Mr.  Thomas.  Which  items  ? 

Mr.  Fowler.  The  Federal  payment,  some  additional  data. 

(The  revised  justification  was  inserted  on  p.  860.) 
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Wednesday,  March  4,  1959. 
Department  of  General  Administration 

WITNESS 

SCHUYLER  LOWE,  DIRECTOR,  DEPARTMENT  OF  GENERAL 

ADMINISTilATLON 


Operating  Expenses 


Program  and  financing 


Program  by  activities: 

1.  Administration 

2.  Administrative  services 

3.  Budget 

4.  Finance 

6.  Internal  auditing 

6.  Management 

7.  Personnel: 

(a)  Operations 

(b)  Employees’  disability  compensation 

(c)  Employees’  unemployment  compensation.,-— 

(d)  Workmen’s  compensation,  .adipinistralAv^^ 

penses 

8.  Procurement - 

1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 

Total  obligations 

Financing: 

1959  appropriation  available  in  1958 

Unobligated  balance  brought  forward 

Unobligated  balance  carried  forward 

New  obligational  authority 


1959 


1959 


1959  increase 


presently 

available 


revised 

estimate 


(+)  or  de- 
crease (— ) 


$41,000 

217. 000 

142. 000 
3, 442, 000 

161. 000 
104, 000 


$41,000 

217. 000 

131. 000 
3, 461, 000 

150. 000 
96, 000 


-$11, 000 
+19, 000 
-1, 000 
-8,000 


251. 000 
182, 973 

156. 000 


255, 000  +4, 000 

189  Q78 

300^000  +i44,'6oo 


231. 000 

228. 000 
-2, 184 

-373, 000 


4,  770, 789 


244. 000 

245. 000 
-2, 184 


5,320,  789 


+13, 000 
+17, 000 


+373, 000 


+650, 000 


2, 184 
-152, 973 
100, 000 


2, 184 
-152, 973 
100, 000 


4,  720, 000 


5, 270, 000 


+550, 000 


Object  classification 


Total  number  of  permanent  positions - 

Full-time  equivalent  of  all  other  positions....-.-- 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year — 

01  Personal  services:  , 

Permanent  positions 

Positions  other  than  permanent 

Other..— 

Subtotal 

Deduct  portion  paid  from  advances  and  reimburse- 
ments  

Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  perforrhed  by  otBer  agencies 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

12  Pensions,  annuities,  and  insurance  claims 

13  Refunds,  awards,  and  inaemnities 

1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 
(+)  or  de- 
crease (— ) 

687 

687 

3 

3 

662 

662 

667 

667 

$3,  669,  333 
21,  010 
15,  099 

$3,  666,  063 
21,  010 
15,  099 

-$3, 270 

3,  705, 442 
53,  600 

3,  702, 172 
53,  600 

-3,  270 

3,  651, 842 
12,  585 
300 

3,  648,  572 
12,  635 
300 

-3, 270 
+50 

55,  866 
141,  354 
78,  860 
273,  765 
6,750 
65,  638 
34, 168 

76,  626 
141,  354 
79, 860 
286,  775 
6,750 
- 66,938 
34, 168 
236,  022 
482,  973 
250,  000 
-2, 184 

+20,  760 

+1,  000 
+13,  010 

+1, 300 

235,  872 
338,  973 
250,  000 
-2, 184 
-373,  000 

+150 
+144,  000 

+373,  000 

4,  770,  789 

5,  320,  789 

+550,  000 

Total  obligations 
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Mr.  Thomas.  For  operating  expenses,  Department  of  General 
Administration,  you  are  requesting  $550,000. 

Please  place  the  justification  in  the  record  at  this  point. 

(The  justifications  follow :) 

Department  of  General  Administration  . 

Operating  expenses 

For  an  additional  amount,  fiscal  year  1959,  Department  of  General 

Administration $550,  000 

Salary  increases,  $374^000. — Of  tliis  amount,  $373,000  is  needed  for  salary 
increases  granted  classified  employees  as  a result  of  Public  Law  85-462,  and 
$1,000  for  salary  increases  granted  wage-board  employees  by  the  Commissioners 
effective  January  14,  1959. 

Postage  increase,  $19,000. — This  addiitonal  amount  is  necessary  to  meet  the 
increase  in  the  cost  of  mailing  due  to  the  raise  in  postal  rates. 

Unemployment  compensation,  $144^000. — Additional  funds  are  needed  to  meet 
the  increased  cost  of  reimbursement  to  the  District  Unemployment  Compensa- 
tion Board  for  payment  of  unemployment  compensation  to  former  employees 
of  the  District  of  Columbia  government.  A summary  of  such  payments  for  the 
past  3 fiscal  years  and  the  first  quarter  of  the  current  fiscal  year  is  as  follows : 


Number  of 
recipients 

1 

Total  Amount 
paid  " 

Fiscal  vear: 

1956 

180 

$24, 921.  29 
81, 916. 98 

1957 - 

476 

1958 

923 

156,179.03 
99,  672.  48 

1st  quarter,  1959 

512 

It  is  estimated  that  the  cost  of  unemployment  compensation  claims  will  con- 
tinue to  rise  and  that  for  the  fiscal  year  1959  a total  of  $300,000  will  be  needed. 
Since  only  $156,000  is  now  available  for  this  purpose,  an  additional  amount  of 
$144,000  is  requested. 

Workmen's  compensation,  $13,000. — Additional  funds  are  needed  to  meet  the 
increased  cost  of  administrative  expenses  involved  in  providing  compensation  for 
disability  or  death  resulting  from  injury  to  employees  in  certain  employment  in 
the  District  of  Columbia  (36  D.C.  Code  501,  502) . 

The  Bureau  of  Employees’  Compensation,  to  whom  funds  are  transferred  for 
administration  of  the  law  providing  for  such  compensation,  has  informed  the 
District  government  that  the  Bureau’s  original  estimate,  excluding  the  pay  in- 
crease, for  1959  ($209,500)  contained  an  unusually  high  lapse  rate;  that  turn- 
over in  personnel  as  well  as  within-grade  promotions  have  increased  this  amount 
substantially ; that  there  have  been  increases  in  the  cost  of  communications, 
stenographic  reporting  seiwices,  supplies,  equipment,  etc. ; and  that  such  in- 
creases could  not  be  absorbed.  A summary  of  the  estimated  requirement  for  the 
fiscal  year  1959  is  as  follows : 


Original  estimate  of  Bureau  of  Employees’  Compensation $209,  500 

Estimated  supplemental  included  in  latest  budget  (approximately  10 

percent  of  original  estimate) 21,500 


Total ^ 231,  000 

Revised'  estimate  of  Bureau  of  Employees’  Compensation 244,  000 


Additional  funds  required : 13,  000 


Mr.  Thomas.  Under  salary  increases  you  have  $374,000 ; postage  in- 
crease, $19,000 ; unemployment  compensation,  $144,000. 

Are  there  any  other  items  ? 

Mr.  Lowe.  No,  sir.  - 


37458—59- 
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Mr.  Thomas.  How  much  guesswork  is  in  this  item  for  salary  in- 
crease and  how  many  jobs  ? 

Mr.  Ix)WE.  There  is  no  guesswork,  Mr.  Chairman.  The  number 
of  jobs  involved  is  approximately  600.  The  total  number  is  687  jobs 
for  which  appropriations  are  available. 

Mr.  Thomas.  This  is  all  salary  increases  and  there  is  no  job  in- 
creases in  it? 

Mr.  Ix)WE.  No,  sir. 

Mr.  Thomas.  No  new  jobs? 

Mr.  Ix>WE.  All  salaries. 

Mr.  Thomas.  What  is  the  total  employment  in  this  unit? 

Mr.  Lowe.  635  filled  positions  as  of  January  31,  1959. 

]NIr.  Thomas.  All  housekeeping  employees,  or  what? 

Mr.  Lowe.  No,  sir.  The  predominant  part  of  that  number  is  com- 
posed of  tax-producing  and  collecting  staff.  It  also  includes  the  cen- 
tral personnel  office,  central  accounting  and  disbursing. 

^Ir.  Thomas.  You  have  accounting,  disbursing,  and 

Mr.  Lowe.  Tax  administration. 

Mr.  Thomas.  What  else? 

Mr.  Lowe.  Procurement,  auditing,  organization  and  methods  work, 
central  budget  office,  and  administrative  services. 

Mr.  Thomas.  You  have  some  of  the  most  important  functions 
wrapped  up  in  that.  You  have  not  absorbed  any  of  that  $374,000? 

Mr.  Lowe.  We  have  absorbed  just  a little  bit  but  we  also  had 
other 

Mr.  Thomas.  Where  did  you  get  it  from,  “Other  objects”? 

Mr.  Lowe.  No.  This  is  really  what  happened : I think  that  I should 
perhaps  first  answer  you,  “No,  we  have  not  absorbed  any  of  it.” 

Mr.  Thomas.  All  right.  Let  it  go  at  that. 


Wednesday,  March  4,  1959. 

Department  of  Occupations  and  Professions 

WITNESSES 

EGBERT  E.  COGSWELL,  DIRECTOR,  DEPARTMENT  OF  OCCUPATIONS 
AND  PROFESSIONS 

SAMUEL  FUSCO,  ADMINISTRATIVE  OFFICER,  DEPARTMENT  OF 
OCCUPATIONS  AND  PROFESSIONS 

Operating  Expenses 


Program  and  financing 


1969 

presently 

available 

1959 

revised 

estimate 

1959  increase 

Program  by  activities: 

1.  Administration 

$53, 000 

50. 000 

51. 000 
168, 000 

-23, 000 

$53, 000 
61, 700 
61, 000 
169, 500 

2.  Examination 

$1, 700 

3.  Investigation  and  inspection 

4.  Processing  and  issuance 

Supplemental  required  for  pay  increases 

Total  obligations  (new  obligational  authority) 

1,600 
23, 000 

299, 000 

325,  200 

26, 200 

Object  classification 


1959 

presently 

available 


1959 

revised 

estimate 


1959  increase 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  otrer  positions. 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 


45 

7 

51 

45 


45 

7 

51 

45 


Permanent  positions 

Positions  other  than  permanent- 
other 

Total  personal  services 

02  Travel 

04  Communication  services 

06  Printing  and  reproduc.icn 

07  Other  contractual  services 

08  Supplies  and  materials 

11  Gran.s,  subsidies,  and  contributions. 
Supplemental  required  for  pay  increases. 

Total  obligations. 


$232, 059 
37, 900 
750 


$232, 153 
37, 900 
750 


$94 


270,  709 
4,700 
4,680 
9,  916 
12, 040 
4, 400 
15,  555 
-23,  000 


270, 803 
4,700 
6,380 
9,  916 
13, 440 
4,  400 
15,  561 


94 


1,700 


1,400 


6 

23, 000 


299, 000 


325, 200 


26,200 


Mr.  Thomas.  Under  the  ‘‘Department  of  Occupations  and  Profes- 
sions,” you  have  an  item  of  $26,200  made  up  of  classified  pay  increase 
of  $23,000,  wage  board  increase  of  $100,  postal  rate  increase  of  $1,700, 
and  increased  cost  for  grading  service,  $1,400. 

We  will  insert  the  page  covering  this  in  the  record. 

(The  page  follows:) 

Depabtment  of  Occupations  and  Professions 
Operating  expenses 

For  an  additional  amount,  fiscal  year  1959,  “Department  of  Occupa- 


tions and  Professions” $26, 200 


Classified  pay  increase 23,  000 

Wage  Board  increase 100 

Postal  rate  increase 1,  700 

Increase  cost  for  grading  service  (examinations) 1,400 


Total 26,  200 


The  Department  of  Occupations  and  Professions  requires  a supplemental  of 
$26,200.  None  of  the  additional  cost  resulting  from  the  pay  act  increase;  the 
postal  rate  increase,  and  increased  rate  for  grading  service  can  be  absorbed 
without  a serious  reduction  in  the  level  of  service  rendered  the  public.  The  De- 
partment of  Occupations  and  Professions  is  a small  Department  and  needs  all 
of  the  money  appropriated  to  it  in  order  to  furnish  a satisfactory  level  of  service 
to  the  public.  When  the  level  of  licensing  service  is  reduced  it  causes  a hard- 
ship on  persons  who  want  to  enter  an  occupation  or  profession  by  requiring 
them  to  wait  longer  periods  before  they  can  practice  their  chosen  occupation 
or  profession. 

Postage  is  used  primarily  by  this  Department  to  contact  applicants  and  li- 
censees of  the  various  occupations  and  professions.  Many  of  these  contacts 
are  required  by  law  such  as  notifying  licensees  of  the  expiration  of  their 
licenses  and  the  mailing  of  licenses.  During  the  fiscal  year  1958,  the  Depart- 
ment of  Occupations  and  Professions  expended  $4,677  for  postage.  Due  to  in- 
creased costs  of  postage  the  Department  will  need  $6,377  for  postage  during 
the  current  fiscal  year.  This  is  an  increase  of  $1,700  over  the  cost  of  postage 
for  last  year.  It  is  requested  that  $1,700  be  granted  to  cover  the  increased  cost 
of  postage. 

The  grading  service  (including  the  preparation  of  examinations)  is  a vital 
service  required  by  law,  which  cannot  be  curtailed  without  excluding  persons 
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from  examination  for  licensure.  On  December  5,  1958,  the  board  of  examiners 
of  the  American  Institute  of  Certified  Public  Accountants  increased  the  rates 
for  their  grading  service  (including  examination  questions  and  supplies)  from 
$.'1  to  $4  i>er  subject  graded  to  be  effective  with  the  May  1959  examination.  The 
grading  workload  for  the  May  examination  will  be  approximately  1,400  subject 
I>ai>er8.  The  increased  costs  will  be  $1  per  paper  or  $1,400. 

Mr.  Fowler.  Mr.  Chairman,  Mr.  Cogswell  is  the  Director. 

Do  you  want  his  testimony  ? 

Mr.  Thomas.  Yes,  tell  us  about  it.  ' ' 

Mr.  Cogswell.  May  I just  read  a short  statement? 

Mr.  Thomas.  Yes. 

Mr.  Cggswell.  In  addition  to  the  $23,100  for  increases  in  personal 
services,  this  Department  requires  a supplemental  of  $1,700  for  post- 

Mr.  Thomas.  What  are  the  duties  of  the  Department  ? It  has  been 
a long  time  since  I looked  at  this.  , 

Mr.  Cogswell.  It  is  to  examine,  license,  and  regulate  20  different 
occupational  boards  and  professional  boards. 

Mr.  Thomas.  Wliat  are  some  of  the  20;  contacts  required  by  law, 
such  as  notifying  licensees  of  the  expiration  of  licenses  and  mailing 
licenses  ? Wlio  are  all  of  them  ? 

Mr.  Cogswell.  Let  me  see  if  I can  think  of  a few  of  them. 

We  have  accountants,  architects,  barbers,  cosmetologists,  doctors, 
dentists,  nurses,  undertakers,  pharmacists,  steam  and  other  operating 
engineers,  and  motion  picture  operators. 

Mr.  Thomas.  Sure  keeps  you  busy. 

How  many  people  do  you  have  in  your  Department  ? 

Mr.  CoGGSWELL.  Forty-five  all  told,  Mr.  Chairman. 

Mr.  Thomas.  What  is  vour  total  salary  cost  ? 

Mr.  Cogswell.  $270,000. 

Mr.  Thomas.  You  have  not  absorbed  any  of  this?  What  is  the 
$1,400  for? 

Mr.  Cogswell.  Mr.  Chairman,  the  $1,400  is  for  examination  of 
certified  public  accountants.  That  is,  the  examinations  which  ap- 
plicants take  to  be  a certified  public  accountant  in  the  District  of 
Columbia. 

Mr.  Thomas.  How  much  did  you  give  for  that  ? Did  you  have  any 
other  money  besides  the  $1,400  ? 

Mr.  Cogswell.  No,  sir.  This  covers  an  increase  which  the  National 
Board  charges  us  to  prepare  and  correct  the  papers  which  these 
applicants 

Mr.  Thomas.  How  many  applicants  do  you  have  in  the  District  ? 

Mr.  Cogswell.  We  would  average,  I would  say,  somewhere  close 
to  550  or  600  in  a year. 

Mr.  Thomas.  600  to  give  an  examination  to  ? 

Mr.  Cogswell.  More  than  that.  ^ ^ , 

Mr.  Thomas.  How  much?  This  is  just  a deficiency  item ? 

Mr.  Cogswell.  All  told,  it  costs  around  $9,000. 

Mr.  Thomas.  How  much  money  do  you  charge  them  ? 

Mr.  Cogswell.  We  do  not  charge  them.  What  we  do  is  to  pay 
what  they  charge  us  to  correct  the  papers.  ; 
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Mr.  Thomas.  You  mean  you  do  not  have  a little  head  tax  or  any- 
thing like  that  ? 

Mr.  Cogswell.  No,  sir. 

Maybe  I can  explain  it  this  way : The  certified  public  accountants, 
we  charge  them  $20,  but  what  I was  going  to  say  is— — 

Mr.  Thomas.  You  are  doing  all  right  then.  $20  times  500. 

You  only  lost  $4,000  on  them  then  ? 

Mr.  Cogswell.  The  actual  fee  is  $25. 

Mr.  Thomas.  I cannot  think  that  fast.  You  only  lost  $3,000  on 
them  then  ? Is  my  arithmetic  correct  ? 

Mr.  Cogswell.  May  I ask  Mr.  Fusco  to  give  that  ? 

Mr.  Thomas.  All  right. 

Mr.  Fusco.  The  receipts  of  the  Board  are  around  $12,000  a year. 

Mr.  Thomas.  You  made  $3,000.  I do  not  make  that  out  on  the 
figures  you  gave  me. 

How  did  you  make  it  then  ? 

Mr.  Kooney.  May  I ask  a question  ? 

Mr.  Thomas.  Yes. 

Mr.  Booney.  What  is  the  total  amount  generated  as  income  to  the 
District  from  the  activities  of  this  Department  by  way  of  fees,  total? 

Mr.  Cogswell.  $284,000. 

Mr.  Kooney.  What  is  the  Department’s  annual  budget  ? 

Mr.  CpGswELL.  $325,000  this  year,  including  thfe  supplemental 
increase. 


W^EDNESDAY,  MaRCH  4,  1959. 

Public  Schools 

WITNESS 

DR.  CARti  F.  HANSEN,  SUPERINTENDENT  OP  SCHOOLS 

Operating  Expenses 


Program  and  financing 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase 
(+)  or  de- 
crease (— ) 

Program  by  activities: 

1.  General  administration 

2.  Supervision  and  instruction 

3.  Teachers  College 

$1, 213, 000 
30, 385, 000 
1, 194, 000 
480, 000 

5,  559, 000 
1,  582, 000 
3,  541, 000 
-209, 052 
-4,  006, 000 

$1, 212, 000 
30, 253,  668 
1,  210,  500 
482, 000 

5, 962,  500 
1,  582, 000 
3,  541,  000 
-209, 052 

-$1, 000 
-131, 332 
-fl6.  500 
4>2. 000 

-f 403, 500 

4.  Vocational  education,  George-Barden  program 

5.  Operation  of  buildings  and  grounds  and  maintenance 

of  equipment - 

6.  Repairs  and  maintenance  of  buildings  and  grounds.  . 

7.  Teachers’  retirement  and  annuity  fund 

1959  program  obligated  in  1958.  _ _ 

Supplemental  required  for  pay  increases 

Total  obligations . . _ 

+4,006, 000 

39,  738,  948 
209, 052 

44, 034,  616 
209, 052 

+4, 295, 668 

Einancing:  1959  appropriation  available  in  1958.  

New  obligational  authority . 

39, 948, 000 

44, 243, 668 

+4, 295, 668 

868 


Object  classification 


Total  nunibcr  of  |)ormanent  positions 

Kull-tlino  equivalent  of  all  other  positions 

AveraRc  number  of  all  employees 

Number  of  employees  at  end  of  year 


1959 

1959 

presently 

revised 

available 

estimate 

5,988 

5, 988 

281 

296 

6, 145 

6, 182 

5,914 

5, 914 

1959  increase 


15 

37 


01  Personal  services: 


I’ermanent  positions 

Positions  other  than  permanent 

Other — 

Subtotal 

Deduct  portion  paid  from  advances  and  reimburse- 


$34, 010, 147 
1, 181, 493 
137, 353 


$34,  204,  828 
1,  243,  493 
137, 353 


$194,  681 
62,000 


35,  328, 993 


35,  585, 674 


256, 681 


ments 

Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services. 

05  Rents  and  utility  services 

06  Printing  and  reproduction... 

07  Other  contractual  services 

Services  performed  by  other  agencies. 

08  Supplies  and  mater iais 

09  Equipment 

11  Grants,  subsidies  and  contributions 

1959  program  obiigated  in  1958 

Supplemental  required  for  pay  increase 

Total  obligations 


174,  254 


174, 254 


35, 154,  739 
16,  980 
14,  540 
61, 378 
449, 082 
34,  500 
319, 128 
1,  582,  000 
1,  295,  273 
893,  690 
4, 132,  690 
-209, 052 
-4, 006, 000 


35,  411,  420 
16, 980 
14,  540 
61, 378 
449,  082 
34,  500 
319, 128 
1,  582, 000 
1, 304,  273 
893,  690 
4, 156,  677 
-209, 052 


256, 681 


9, 000 
’"'23,'987 
4,'006,’000 


39, 738, 948 


44, 034,  616 


4,  295,  668 


Mr.  Thomas.  We  will  now  take  up  public  schools  and  we  will  insert 
the  page  in  the  justification  for  that  item. 

(The  page  follows:) 

Public  Schools 


Operating  expenses 

For  an  additional  amount,  fiscal  year  1959,  “Public  schools” $4, 295, 668 

Salary  increases,  $4,224,668. — Of  this  amount,  $3,643,668  is  needed  for  Teach- 
ers’ Salary  Act  employees  as  a result  of  Public  Law  85-838,  $170,000  for  classi- 
fied employees  as  a result  of  Public  Law  85-462,  $313,000  for  salary  increases 
granted  wage-board  employees  approved  by  the  Commissioners  effective  May 
8,  1958,  and  $98,000  for  salary  increases  granted  wage-board  employees  approved 
by  the  Commissioners  effective  January  14,  1959. 

Per  diem  substitute  teachers,  $56,000. — This  amount  is  necessary  to  provide 
funds  for  a pay  increase  from  $14.08  to  $16  per  day  granted  by  the  D.C.  Board 
of  Education  to  substitute  teachers  which  is  commensurate  to  the  pay  raise 
granted  regular  teachers  by  Public  Law  85-838. 

Stores-clerk  service,  $6,000. — This  amount  is  necessary  to  provide  funds  for  a 
pay  increase  from  $10  to  $11  per  day  granted  by  the  D.C.  Board  of  Education 
to  stores  clerks  which  is  commensurate  to  the  pay  raise  granted  classified  em- 
ployees by  Public  Law  85-462. 

Lunches  for  needy  children,  $9,000.— Public  Law  85-901  (approved  September 
2,  1958)  authorized  reimbursement  to  the  D.C.  Public  Schools  Food  Services 
Fund  for  lunches  served  in  the  public  schools  to  children  of  families  receiving 
public  assistance.  Based  on  current  experience,  it  is  estimated  that  the  aver- 
age daily  number  of  lunches  served  free  to  needy  children  in  the  secondary 
schools  will  be  about  450,  of  which  180  will  be  served  to  children  of  families 
known  to  be  active  on  the  D.C.  public  assistance  rolls.  The  $9,000  included  in 
this  supplemental  request  is  needed  to  provide  free  lunches  to  the  180  children 
of  public  assistance  families  at  the  standard  rate  of  27  cents  per  lunch  for  a 
period  of  approximately  180  days.  This  will  leave  270  free  lunches  per  day, 
at  a total  cost  of  about  $13,000,  to  be  financed  from  the  normal  receipts  of  the 
school  lunch  program.  In  view  of  the  fact  that  the  number  of  free  lunches 
being  served  is  considerably  greater  this  year  than  it  was  last  year  at  this  time, 
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and  the  fact  that  many  schools  must  be  supplied  with  new  cooking  equipment, 
china,  and  trays  this  year,  an  operating  deficit  in  the  cafeteria  program  as 
a whole  is  likely  for  1959  unless  the  requested  supplemental  funds  are  obtained. 

Mr.  Thomas.  The  figure  for  this  item  is  $4,295,668  and  under  that 
you  show  salary  increases  in  the  amount  of  $4,224,668 ; per  diem  sub- 
stitute teachers,  $56,000 ; stores-clerks  service,  $6,000 ; and  lunches  for 
needy  children,  $9,000. 

Tell  us  about  this. 

Mr.  Fowler.  Dr.  Hansen,  the  Superintendent  of  Public  Schools, 
will  speak  to  that. 

SALARIES  OF  TEACHERS 

Mr.  Thomas.  How  many  teachers  do  you  have  in  the  system  and 
what  about  your  salary  and  pay  scales  for  your  teachers  ? 

I speak  only  for  myself,  but  this  country  has  been  asleep  in  the 
payment  and  treatment  of  its  teachers.  I do  not  talk  about  the  Dis- 
trict of  Columbia  by  itself.  I imagine  that  you  are  in  that  classifica- 
tion but  nationwide  we  talk  about  needing  new  schools  and  fine  equip- 
ment to  catch  up  with  Eussia,  or  stay  ahead,  or  on  whatever  basis 
you  want  to  put  it. 

The  quicker  we  get  these  dedicated  teachers  and  keep  them  and  put 
them  up  on  the  economic  level  where  they  belong,  then  we  are  going 
to  solve  the  building  and  solve  the  equipment  problems. 

Dr.  Hansen.  Mr.  Chairman,  this  is  what  we  have  been  saying, 
too.  The  teacher  is  the  key  to  a good  education. 

Mr.  Thomas.  I thought  I read  that  from  you. 

Dr.  Hansen.  I appreciate  your  saying  that. 

We  have  been  fortunate  to  the  extent  that  last  year  Congress  in- 
creased teachers’  salaries  in  the  District  of  Columbia  by  approxi- 
mately 14  percent  across  the  board.  This  is  not  all  that  we  asked  for 
but  it  was  certainly  excellent. 

Mr.  Thomas.  What  does  a teacher  with  a B.A.  degree  teaching  for 
6 years  get  ? 

Dr.  Hansen.  $4,500  plus  an  annual  increment  of  $175. 

Mr.  Thomas.  What  do  you  mean  by  that  ? 

Dr.  Hansen.  Step-up. 

Mr.  Thomas.  Per  year  ? 

Dr.  Hansen.  Yes,  sir. 

Mr.  Thomas.  F or  the  6 years  ? 

Dr.  Hansen.  Which  makes  it  approximately  $750. 

Mr.  Thomas.  That  is  added  to  what  ? 

Dr.  Hansen.  To  $4,500.  That  would  be  $5,375  with  a bachelor’s 
degree. 

Sir.  Thomas.  Six  years,  $5,375. 

Dr.  Hansen.  The  way  I compute  it,  it  would  be  $1,050. 

Mr.  Thomas.  We  will  put  it  down  and  then  you  can  check  it  later. 

Dr.  Hansen.  I will  be  glad  to  submit  the  salary  schedule. 

(The  material  follows:) 


Salary  schedule  for  educational  employees  in  the  regular  day  schools,  as  approved  by  the  85th  Cong.,  August  1958 
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Mr.  Thomas.  It  is  hard  to  get  even  a good  stenographer  for  that 
in  the  District  of  Columbia  and  Government  agencies;  is  it  not? 

Dr.  IIansp:x.  We  have  competition  with  the  Federal  Government 
and  that  is  one  of  our  problems. 

Mr.  Thomas.  Tlie  Federal  Government  is  not  your  competitor  yet 
in  ediicat  ion,  or  did  you  mean  some  other  field  ? 

Dr.  Hansen.  In  terms  of  other  opportunities. 

Mr.  T homas.  Excuse  me. 

You  are  not  too  far  wrong,  though;  we  will  be  pretty  soon. 

What  about  your  per  diem  item  for  substitute  teachers?  How  do 
you  arrive  at  that  figure  of  $56,000  ? 

Dr.  Hansen.  This  is  arrived  at  by  computing  the  increase  in  wages 
for  them  from  $14.08  to  $16  per  day. 

SCHOOL  LUNCHES 

!Mr.  Thomas.  MHiat  about  your  lunches  for  needy  children  ? 

I liave  been  seeing  a lot  in  the  newspapers  where  we  will  not  buy 
the  children  any  lunch. 

Dr.  Han§^:n.  This  has  to  do  with  the  2T-cent  cost  per  lunch  for 
approximately  180  children  per  day  entitled  to  their  lunch  under 
the  present  legislation. 

M^r.  Thomas.  How  much  subsidy  is  attached  to  each  lunch  ? 

Dr.  Hansen.  9 cents  per  lunch. 

Mr.  Thomas.  It  costs  about  35  cents  or  36  cents  and  the  children 
pay  27  cents? 

Dr.  Hansen.  Yes.  In  this  instance  the  children  pay  nothing. 
They  are  entitled  to  a free  lunch  under  the  legislation. 

Mr.  Thomas.  They  get  it  for  free  and  you  need  $9,000  more? 

Dr.  Hansen.  That  is  correct;  to  reimburse  the  lunch  program  for 
this  service. 

Mr.  Thomas.  I do  not  imagine  you  will  have  much  trouble  with 
this  group  on  that. 

Is  this  a guess  figure,  any  element  of  it,  $4,295,668  for  an  increase 
in  pay  to  the  teachers  ? 

Dr.  Hansen.  No,  this  is  definitely  worked  out  as  the  amount  needed. 

Mr.  Thomas.  Thank  you.  Doctor. 
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, Wednesday,  March  4, 1959. 
Public  Library 
WITNESS 

HARRY  N.  PETERSON,  LIBRARIAN,  PUBLIC  LIBRARY 

Operating  Expenses 


Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

Program  by  activities: 

1 A fimini<;trfltinn  

$152, 000 

272. 000 
1, 568, 000 

301. 000 
-6,842 

-153, 000 

$158,000 
274, 000 
1, 574,000 
324, 300 
-6, 842 

$6, 000 
2,000 
6, 000 
23,300 

2 Processing  

3 Public  service  

4.  Buildings  and  grounds 

IQ/iQ  Program  ohligat.ftfi  in  1958  

Supplernental  required  for  pay  increases 

Total  obligations  . 

153,000 

2, 133,158 
6,842 

2,323,458 
6, 842 

190,300 

Financing:  1959  appropriation  available  in  1958 

New  obligational  authority. 

2, 140,000 

2,330,300 

190,300 

Program  and  financing 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other — 

Subtotal 

Deduct  portion  paid  from  advances  and  reimburse- 
ments  

Total  personal  services 

02  Travel-- 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Service  performed  by  other  agencies 

08  Supplies  and  materials. 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

13  Refunds,  awards,  and  indemnities 

1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 

Total  obligations 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

372 

372 

14 

14 

363 

433 

370 

433 

7 

$1,675. 316 
49,  237 
30,  871 

$1,  710, 230 
49,  237 

$34, 914 

30,  871 

1,  755, 424 

1, 790, 338 

34, 914 

’ 

1,  755,  424 
812 

1, 790, 338 
812 

34, 914 

45 

45 

6,845 
24,  760 
33, 150 
13,  856 

6, 845 
24,  760 
33, 150 
13.  856 
36,  673 
25, 920 
282,  874 
115, 027 

36, 673 
25,  920 
282,  874 

112, 641 

2, 386 

-6. 842 

-6,  842 

-153,  000 

153, 000 

2, 133, 158 

2, 323, 458 

190, 300 

Mr.  Thomas.  We  next  come  to  the  item  of  Public  Library,  operat- 
ing expenses,  $190,300. 

Please  place  the  justification  of  the  estimate  in  the  record  at  this 
point. 
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(The  justification  follows :) 

Public  Library 
Operating  expenses 

For  ail  additional  amount,  fiscal  year  1959,  Public  Library $190, 300 

Salary  increases,  $175,300. — Of  this  amount,  $150,000  is  needed  for  salary  in- 
crease's granted  classified  employees  as  a result  of  Public  Law  85-462,  $16,000  is 
for  wage-board  increases  approved  by  the  Commissioners  effectively  May  8, 
1958,  and  $6,300  for  wage-board  increases  approved  by  the  Commissioners  effec- 
tive January  14, 1959. 

Reclassification  of  positions,  $15,000. — Funds  for  the  reclassification  of  the  ma- 
jority of  I’ublic  Library  positions  were  appropriated  in  the  1959  budget.  Funds 
are  needed  to  cover  the  cost  of  reclassification  of  the  remaining  positions,  which 
could  not  be  surveyed  in  time  for  inclusion  in  the  1959  budget.  The  Library  is 
already  absorbing  various  increased  costs,  such  as  the  cost  of  position  reclassifi- 
cations for  the  first  half  of  the  year.  In  addition,  we  are  absorbing  the  cost  of 
wage  increases  for^  WBP  employees  ($1,500),  premium  pay  (about  $11,500  as  of 
latest  payroll  and  estimated  to  be  $16,000  additional  for  the  rest  of  the  year,  or 
a total  of  about  $27,500),  the  rise  in  postage  rate  ($1,000),  and  increased  costs  of 
maintenance  and  repair  of  the  motor  vehicles  resulting  from  the  increase  in  the 
WBR  wage  scale  ($1,000).  As  a result  of  these  absorptions  no  funds  will  be 
available  to  cover  this  requested  increase. 

Mr.  Thomas.  In  this  total  of  $190,300  you  have  salary  increases  for 
$175,300  and  reclassification  of  positions  for  $15,000. 

Tell  us  about  it. 

Plow  many  people  do  you  have  in  your  Public  Library  ? 

Mr.  Peterson.  We  have  372  regular  full-time  employees  and  the 
equivalent  of  14  full-time  people  who  are  part-timers,  so  the  total 
actually  comes  to  386  full-time  people. 

Mr.  Thomas.  You  mean  that  you  had  appropriated  jobs  of  386  for 
1959? 

Mr.  Peterson.  We  have  386  positions  in  our  budget,  but  if  all  of  the 
positions  were  filled  at  the  full  rate,  we  would  not  have  enough  money 
to  fill  them  all ; no  sir.  The  way  we  have  covered  them 

Mr.  Thomas.  How  many  unfilled  jobs  do  you  have  out  of  that  386 
now? 

Mr.  Peterson.  I am  reminded  that  we  had  them  all  filled  until 
February,  at  which  time  we  had  one  vacancy,  and  we  anticipate  a 
couple  of  vacancies  by  the  end  of  March. 

Mr.  Thomas.  So,  for  all  practical  purposes,  you  have  none  then  ? 

Mr.  Peterson.  That  is  right,  sir;  and  those  that  are  vacant,  or 
about  to  become  vacant,  would  have  to  be  filled  if  we  are  to  carry 
out  our  assignment.  The  way  we  have  covered  the  difference  between 
the  number  of  positions  we  have  and  the  amount  of  money  that  we 
have  was  to  employ  trainees  at  a lower  rate  of  pay  than  they  should 
get  for  the  job,  and  this  was  forced  on  us  because  until  the  reclassifi- 
cations were  allowed  last  year,  we  could  not  hire  fully  trained  people 
at  our  salary  rate. 

Mr.  Thomas.  What  was  your  total  salary  cost  for  fiscal  1959  ? 

Mr.  Peterson.  $1,790,338.  That  is  the  revised  estimate. 

Mr.  Thomas.  Including  your  supplemental  ? 

Mr.  Peterson.  Yes,  sir. 

Mr.  Thomas.  Thank  you  very  much,  Mr.  Peterson. 
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Wednesday,  March  4,  1959. 

Metropolitan  Police 

WITNESSES 

HON.  ROBERT  E.  McLAUGHLIN,  PRESIDENT,  BOARD  OF 
COMMISSIONERS 

HOWARD  V.  COVELL,  DEPUTY  CHIEF  OF  POLICE,  EXECUTIVE 
OFFICER 

ASHLEY  A.  ADERHOLT,  CAPTAIN,  PURCHASE  AND  ACCOUNTS 
OFFICER 

SCHUYLER  LOWE,  DIRECTOR,  DEPARTMENT  OF  GENERAL 
ADMINISTRATION 

Operating  Expenses 


Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

Program  by  activities: 

1.  Administration 

$506, 000 
16, 075, 000 
163, 000 
3, 933, 000 
-16,  551 
-2,  217,000 

$506, 000 
16, 090, 800 
163, 000 
4,317,000 
-16, 551 

2.  Prevention  and  detection  of  crime 

3.  Special  services 

$15, 800 

4.  Policemen’s  pension  and  relief 

1959  program  obligated  in  1958 

384, 000 

Supplemental  required  for  pay  increases 

Total  obligations  . .. 

2, 217, 000 

18, 443, 449 
16,  651 

21, 060,  249 
16,  651 

2, 616, 800 

Financing:  1959  appropriation  available  in  1958 

New  obligational  authority.. 

18, 460, 000 

21, 076, 800 

2,616,800 

Object  classification 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions. 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 


01 


Personal  services: 

Permanent  positions 

Positions  other  than  permanent. 
Other 


Subtotal-.  - 

Deduct  portion  paid  from  advances  and  reimbtuse- 
ments _ 


02 

03 

04 

05 

06 

07 

08 
09 
11 
12 
13 


Total  personal  services 

Travel 

Transportation  of  things 

Communication  services 

R.'.nts  and  utility  services- 

Printing  and  reproduction 

Other  contractual  services 

Services  performed  by  other  agencies.. 

Supplies  and  materials 

Equipment 

Grants,  subsidies,  and  contributions 

Pensions,  annuities,  and  insurance  claims. 
Refunds,  awards,  and  indemnities 


Unvouchered. 


Subtotal 

Deduct  quarters  and  subsistence  charges. 

1959  program  obligated  in  1958 

Supplemental  required  for  pay  increase.  _ 


Total  obligations. 


1959  presently 
available 


2, 696 
25 
2,648 
2,686 


$15, 177,300 
74,  500 
722, 200 


15,  974, 000 
74, 000 


15,  900, 000 
5, 190 
1,500 
69,  725 
24, 300 
25,  885 
182,  457 
45, 100 
323,  343 
146,  000 
57,  000 
3,  827,  500 
35,  000 
35,  000 


1959  revised 
estimate 


2,696 
25 
2,650 
2, 686 


$15, 191, 808 
74, 500 
722,  200 


15,  988, 508 
74, 000 


20,  678,  000 
-1,  000 
-16,  551 
-2, 217,  000 


18,  443, 449 


15, 914,  508 
5, 190 
1,500 
69,725 
24,300- 
25,  885 
182,  457 
45. 100 
323,  343 
146,  000 
58,  292 
4, 211,  500 
35,  000 
35,  000 


21,  077,  800 
-1,000 
-16,  551 


21,  060, 249 


1959  increase 


$14, 508 


14,  .508 


14; 608 


1,292 
384, 000 


399, 800 


2, 217, 000 


2, 616, 800 
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Mr.  Thomas.  The  next  item  for  the  consideration  of  the  committee 
is  “Operating  expenses,  Metropolitan  Police,”  where  the  request  is  in 
the  amount  of  $2,616,800. 

At  tills  point  in  the  record  we  will  insert  the  white  pages  of  the 
justifications. 

(The  pages  follow:) 

Meteopolitan  Police 
Operating  expenses 

For  an  additional  amount,  fiscal  year  1959,  “Metropolitan  Police” $2,  616, 800 

Salary  increases,  $2, 2S2, 800.— Of  this  amount  $68,000  is  needed  for  salary 
increases  granted  classified  employees  as  a result  of  Public  Law  85-462,  $2,149,000 
for  salary  increases  granted  the  uniform  force  as  a result  of  Public  Law  85-584, 
$11,000  is  for  wage-board  increases  approved  by  the  Commissioners  effective 
May  8,  1958,  and  $4,800  for  wage-board  increases  effective  January  14,  1959. 

Retirement  benefits,  Public  Law  85-157,  approved  August  21,  1957, 

increased  the  maximum  amount  of  retirement  pay  for  policemen,  lowered  the 
retirenient  age,  and  increased  relief  payments  to  widows  and  orphans. 

During  the  fiscal  year  1958,  the  first  year  the  new  law  was  in  effect,  monthly 
payments  for  pensions  and  relief  increased  as  indicated  by  the  following  table. 


Fiscal  year  1958 


Month 

Police 

pensions 

Widows’ and 
orphans’ 
relief 

July  

$201. 000 
201, 000 

204. 000 

210. 000 

$51,000 

51. 000 

53. 000 

52. 000 

August  - - 

September - 

October-. 

November 

219. 000 

52, 000 
52.  000 

December 

222, 000 

January  _ _ - - ..  

224, 000 

52, 000 

February 

226, 000 

56, 000 
53,  000 

March _ . 

235, 000 

^pril - - 

237, 000 

52,  000 

54. 000 

53. 000 

May  

239. 000 

243. 000 

Total - - 

2,  661,000 

631, 000 

The  following  table  reflects  total  expenditures  for  fiscal  year  1958  under  the 
new  law : 


Police  pensions $2,  661,  000 

Widows’  and  orphans’  relief 631,  000 

Medical  expenses  of  policemen  injured  in  line  of  duty 77,  000 

Kefunds  of  6i/^-percent  retent 33,  000 

Payment  of  burial  expenses 1,  000 


Total,  fiscal  year  1958 3, 403,  009 


The  following  table  reflects  actual  and  estimated  payments  for  pensions  and 
relief  for  flscal  year  1959  for  comparison  with  the  preceding  table  showing 
monthly  payments  for  1958 : 

Fiscal  year  1959 


Month 

\ 

Police 

pensions 

Widows’ and 
orphans’ 
relief 

July  (actual)  

$245, 000 

283. 000 

284. 000 
1 327, 000 

292. 000 

296. 000 

298. 000 

300. 000 
302,  000 

304. 000 
306,  000 

310. 000 

$53, 000 

53. 000 

54. 000 
54, 000 
54, 000 
54, 000 
54, 000 

54. 000 

55. 000 

54. 000 

55. 000 
54,  000 

August  (actual) 

September  (actual) 

October  (actual)  * 

November  (actual) 

December  (estimated) 

January  (estimated) 

February  (estimated) 

March  (estimated) 

April  (estimated) 

May  (estimated) 

June  (estimated) 

Total 

3,  547, 000 

648, 000 

J Included  retroactive. 


The  following  table  reflects  total  estimated  expenditures  for  fiscal  year  1959 
under  the  new  law  and  source  of  funds : 

Estimated  expenditures 


Police  pensions $3,  547, 000 

Widows’  and  orphans’  relief 648,  000 

Medical  expenses  of  policemen  injured  in  line  of  duty 80,  000 

Refund  of  6Y2  percent  retent 40,  000 

Payment  of  burial  expenses 2,  000 


Total  estimated  expenditures  under  Retirement  Act,  1959 4, 317, 000 

Provision  of  funds 

Appropriation  Act,  1959 $3,  509,  000 

Supplemental  requested  as  related  to  pay  increases 424, 000 

Supplemental  requested  other  than  related  to  pay  increases 384,  000 


Total  appropriation  and  supplemental  requested,  1959 4, 317, 000 


Public  Law  514,  84th  Congress,  provides  that  the  Metropolitan  Police  force 
shall  consist  of  not  less  than  2,500  ofiBcers  and  members.  Congress  appropriated 
just  suflicient  funds,  based  on  costs  at  the  time  of  the  appropriation,  to  provide 
salaries  and  other  items  necessary  to  maintain  this  size  force  during  fiscal  year 
1959.  Congress  also  stipulated  that  savings  because  of  vacanies  would  be 
utilized  to  pay  men  for  working  on  their  days  off  in  order  to  maintain  equivalent 
full  strength.  The  creation  of  any  savings  in  personal  services  would  require 
a reduction  of  force.  This  cannot  be  done  because  of  the  above  provisions. 

Without  these  provisions,  it  would  still  be  inadvisable  to  make  any  reduction 
of  force  because  of  the  present  crime  situation  in  the  District  of  Columbia. 

The  funds  appropriated  for  other  objects  covers  utilities,  printing,  meals  for 
prisoners,  gasoline,  fuel,  uniforms,  repairs  to  vehicles,  and  other  items  absolutely 
essential  for  normal  operation.  The  amount  to  be  spent  for  these  items  is  gov- 
erned by  need  rather  than  choice ; therefore,  no  reduction  can  be  made  without 
impairing  operations  in  the  prevention  and  detection  of  crime.  In  addition  to 
the  increases  requested  in  this  supplemental,  this  department  must  absorb 
approximately  $51,000  in  increases  in  other  objects  during  fiscal  year  1959. 
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Mr.  T HOAfAS.  Gentlemen,  who  will  make  this  presentation  ? 

Mr.  Fowlkr.  Mr.  Chairman,  Mr.  Covell  is  representing  the  Chief, 
and  will  justify  the  item. 

Afi'.  Thomas.  Yes;  I have  talked  with  Mr.  Coveil  over  the  tele- 
l)hono  two  or  three  times. 

Oil  the  record. 

(Discussion  off  the  record.) 

SALARY  INCREASES 

Ml-.  Thomas.  You  have  a salary  increase  of  $2,232,800,  do  you  not? 

Ml-.  Covell.  Yes,  sir. 

iMr.  Thomas.  Your  retirement  benefits  amount  to  $384,000.  With 
reference  to  the  total  salary  increases  of  $2,232,800,  your  justification 
stat  es : 

Of  this  amount,  $68,000  is  needed  for  salary  increases  granted  classified 
employees  as  a result  of  Public  Law  85-462,  $2,149,000  for  salary  increases 
granted  the  uniform  force  as  a result  of  Public  Law  85-584,  $11,000  is  for 
wage  board  increases  approved  by  the  Commissioners  effective  May  8,  1958, 
and  $4,800  for  wage  board  increases  effective  January  14,  1959. 

This  is  all  wage  board  and  salary  increases  under  the  law. 

Is  there  any  guesswork  in  this  request? 

Mr.  Cotu^LL.  No,  sir. 

Mr.  Thomas.  Have  you  absorbed  any  of  it  ? 

Mr.  Covell.  No,  sir. 

Mr.  Thomas.  Is  this  your  total  figure  ? 

Mr.  Co\y:ll.  Yes,  sir. 

Mr.  Thomas.  How  many  unfilled  jobs  do  you  have  ? 

^Ir.  Covell.  To  date,  or  on  the  9th  day  of  March,  we  will  have 
14,  of  which  10  will  be  military. 

PERSONNEL  STRENGTH  OF  THE  POLICE 

Mr.  Thomas.  What  has  been  the  picture  for  the  first  7 months?  I 
note  it  has  been  increasing. 

Mr.  Covell.  It  has  been  increasing  since  the  pay  increase.  When 
we  got  the  pay  increase  we  were  able  to  fill  our  vacancies  from  that 
time  on. 

Mr.  Thomas.  What  is  the  total  employment  in  the  Department 
of  authorized  positions  ? 

Mr.  Covell.  2,508. 

Mr.  Thomas.  How  many  vacancies  did  you  have  as  of  January  1? 

Mr.  Covell.  I would  say  we  had  about  95  or  100;  I am  not  sure 
of  that. 

Mr.  Thomas.  You  mean  you  run  that  close  to  your  limit  all  the 
time? 

Mr.  Covell.  No,  sir. 

Mr.  Thomas.  We  will  give  you  a medal  if  you  do.  You  are  bet- 
ter than  anyone  I know  of.  We  cannot  make  any  money  off  you  if 
you  are  running  that  close.  You  are  sure  you  are  not  anticipating 
me : are  you  ? 

Mr.  Covell.  No,  sir;  I will  try  not. 

Mr.  Thomas.  How  many  uniformed  policemen  do  you  have  now? 
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Mr.  CovELL.  I would  say,  roughly,  about  1,800  or  1,900;  that  is, 
the  uniformed  men.  I am  not  talking  about  your  officers  and  your 
detectives. 

Mr.  Thomas.  How  many  officers  and  detectives  do  you  have? 
Would  that  number  be  around  150? 

Mr.  CovELL.  No ; around  600,  or  over  600. 

Mr.  Aderholt.  We  have  a total  of  2,458  policemen  on  the  rolls  as 
of  today. 

Mr.  Thomas.  2,458? 

Mr.  Aderholt.  Yes,  sir.  That  includes  uniformed  men,  officers, 
detectives,  and  everyone. 

Mr.  Thomas.  It  includes  everyone  in  the  Department  ? 

Mr.  Aderholt.  Yes,  sir.  Then  that  leaves  us  50  vacancies,  10  of 
which  are  military  vacancies.  So  we  actually  have  40  vacancies,  and 
most  of  those  will  be  filled  by  March  9.  We  have  been  carrying  as 
much  as  100  vacancies  during  some  parts  of  this  year. 

However,  when  we  received  our  appropriation  for  1959  Congress 
stipulated  that  savings  because  of  vacancies  wold  be  utilized  to  pay 
men  for  working  on  their  days  off  in  order  to  maintain  equivalent 
full  strength.  So,  because  of  that,  w^e  could  not  create  any  savings. 
It  was  stipulated  that  we  use  that  money  to  put  the  men  on  the  street 
and  to  keep  as  near  the  equivalent  of  full  strength  as  we  could  by 
voluntarily  working  men  on  their  days  off. 

Mr.  Thomas.  What  you  are  saying  is  this : When  you  had  a vacancy, 
instead  of  putting  someone  in  that  vacancy  or  using  that  money  to 
fill  that  job,  you  took  that  money  which  had  accrued  by  virtue  of  the 
vacancy  and  paid  it  to  the  men  on  the  force  for  work  on  their  day  off  ? 

Mr.  CovELL.  On  the  sixth  day. 

Mr.  Aderholt.  However,  we  exerted  every  effort  to  recruit. 

We  only  used  the  working  off  days  and  overtime  as  a stopgap  measure. 

RETIREMENT  BENEFITS 

Mr.  Thomas.  What  about  your  I’etirement  benefits  in  the  amount 
of  $384,000? 

I believe  that  is  entitled  “Policemen’s  pension  and  relief.” 

lYhat  is  your  pension  based  on?  What  is  your  formula  in  a few 
short  words? 

Mr.  Aderholt.  There  is  hardly  a sound  formula  to  determine  the 
rate  of  increase,  or  the  amount  of  money  that  is  needed  for  police 
pensions. 

Mr.  Thomas.  Wliat  will  be  your  cost  for  police  pensions  this  year, 
and  what  will  be  your  total  cost  for  the  Department  this  year,  includ- 
ing your  supplemental  estimate  ? 

Mr.  Aderholt.  The  total  cost  under  our  pension  plan  for  1959  we 
estimate  to  be  $4,317,000. 

Mr.  Thomas.  And  you  will  need  a supplemental  here  for  $384,000  ? 

Mr.  Aderholt.  Yes,  sir. 

Mr.  Thomas.  What  is  the  total  cost  to  the  Police  Department  for 
fiscal  1959  including  your  supplemental  ? 

Mr.  Aderholt.  The  total  cost  including  the  supplement  would  be 
$21,076,800. 

37458 — 59- 


56 
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OTHER  OBJECTS 

Mr.  Thomas.  $21,077,800  is  to  take  care  of  2,508  people  plus  your 
“Other  objects.”  Are  the  “Other  objects”  charged  to  this  appropri- 
ation? 

Mr.  Adehholt.  No,  sir;  except  those  other  objects  that 

Mr.  T iiOMAS.  Wliat  about  your  Traffic  Department? 

Mr.  Aderiiolt.  There  are  no  other  objects  except  those  that  are 
directly  connected  with  the  pay  increases  such  as  insurance  and  dona- 
tions, or  contributions  to  the  civil  service  retirement  fund,  but  there 
is  notliing  in  here  in  other  operational  costs. 

Mr.  Thomas.  This  $21,077,800  does  not  give  one  a true  picture  be- 
cause you  have  another  $250,000  or  $300,000  charged  up  to  the  Traffic 
Department  for  automobiles,  gas,  maintenance  and  operations,  or  is 
that  figure  $500,000  ? 

Mr.  Aderiiolt.  No,  sir;  everything  that  we  spend  is  within  our  ap- 
propriation. 

]\Ir.  Thomas.  When  I said  “salaries  and  other  objects”  your  answer 
is  “yes.”  Then  this  includes  it  all  ? 

Mr.  Aderiiolt.  This  takes  care  of  our  entire  operation — ^this  one 
supplemental.  There  will  be  no  more. 

Mr.  Thomas.  $21,077,800? 

Mr.  Aderholt.  Yes,  sir. 

RETIREMENT  BENEFITS 

Mr.  Thomas.  In  August  your  pensions  were  $201,000  and  in  Feb- 
ruary— we  are  talking  about  1958 — they  were  $226,000,  and  in  May 
$239,000,  and  the  amount  of  pensions  goes  up  as  the  Department  in- 
creases in  number  and,  perhaps,  the  benefits  increase,  too  ? 

Mr.  CovELL.  As  a man’s  salary  goes  up,  the  benefits  go  up. 

Mr.  Thomas.  What  is  the  average  pension  now  ? 

Mr.  Aderholt.  The  average  pension  under  the  new  law? 

Mr.  Thomas.  Yes;  for  uniformed  policemen  and  the  officers.  Please 
give  us  two  or  three  examples  of  it. 

Mr.  Aderholt.  All  I have  is  one  average,  and  this  is  for  everyone 
who  has  retired  under  the  new  law  for  the  present,  but  I can  furnish 
a correct  figure  for  the  record. 

Mr.  Thomas.  Please  give  us  your  average. 

Mr.  Aderholt.  Under  the  old  law  the  average  retirement  was 
$3,290  per  annum,  while  under  the  new  law  the  average  retirement  is 
$4,446  per  annum,  or  a difference  of  $1,156. 

Mr.  Thomas.  Is  there  any  contribution  to  the  system  by  the  officers, 
or  is  it  all  paid  for  by  the  District  ? 

Mr.  Aderholt.  No,  sir;  the  officers  contribute  6.5  percent. 

Commissioner  McLaughlin.  Mr.  Chairman,  there  is  no  fund  for 
this  retirement ; that  is,  the  officers  contribute  6.5  percent,  but  we  have 
to  make  up  from  our  appropriation  the  remainder  of  the  amount. 

Mr.  Thomas.  How  long  has  that  been  going  on  ? 

Commissioner  McLaughlin.  It  has  been  that  way  for  decades. 

Mr.  Lowe.  It  has  been  that  way  since  it  was  started. 

Mr.  Thomas.  I thought,  perhaps,  you  might  have  a retirement  fund 
and  you  were  not  keeping  up  with  it,  and  you  moved  in  and  got  the 
retirement  fund. 

Commissioner  McLaughlin.  It  has  always  been  that  way. 
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Mr.  Lowe.  It  has  been  probably  referred  to  through  the  years  as  a 
fund,  but  there  never  hasJbeen  an  actuarily  established  fund. 

Mr.  Thomas.  If  you  ask  tins tcommittee  for  a little  unsolicited  free 
advice,  do  not  ever  start  one. 

Off  the  record. 

(Discussion  off  the  record.) 

Thank  you  very  much,  gentlemen. 


Wednesday,  March  4, 1958. 


FmE  Department 
WITNESSES 


MILLARD  H.  SUTTON,  CHIEF 

SCHUYLER  LOWE,  DIRECTOR,  DEPARTMENT  OF  GENERAL 
ADMINISTRATION 

Operating  Expenses 


Program  and  financing 


Program  by  activities: 

1.  Administration. 

2.  Firefighting 

3.  Fire  prevention. - 

4.  Apparatus  maintenance 

6.  Training 

6.  Police  and  fire  medical  services 

7.  Firemen’s  pensions  and  relief 

1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 

Total  obligations 

Financing:  1959  appropriation  available  in  <1958 

New  obligational  authority 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

$352, 000 
6,  862, 000 
242,  000 
197,  000 
47,  000 
105,  000 
2,  402,  000 
-32, 376 
-1,  020,  000 

$356,  290 
6, 866,  290 
242,  000 
202,  720 
47, 000 
105, 000 
2,  568,  000 
-32,  376 

$4,  290 
4,  290 

5,720 

166, 000 

1,  020, 000 

9, 154,  624 
32.  376 

10, 354,  924 
32,  376 

1,  200, 300 

9, 187,  000 

10, 387, 300 

1,  200,300 

Object  classification 


1959  presently 
available 


1959  revised 
estimate 


1959  increase 


Total  number  of  permanent  positions 

Full  time  equivalent  of  all  '"ther  positions 

Average  number  of  all  empl''yees 

Number  of  employees  at  end  of  year 

01  Personal  services: 


1, 184 
6 

1,171 

1,179 


1,184 

6 

1,171 

1,179 


Permanent  positions 

Positions  other  than  permanent 

Other. 

Total  personal  services 

02  Travel 

04  Communicati''n  services 

05  Pents  and  utility  services 

06  Printing  and  reproduction.. ‘ 

07  Other  contractual  services. 

Services  performed  by  other  agencies-. 

08  Supplies  and  materials 

09  Equipment- , 

11  Grants,  subsidies,  and  contributions 

12  Pensions,  annuities,  and  Insurance  claims. 

13  Refunds,  awards,  and  indemnities 

1959  program  obligated  in  1958 

Supplemental  required  for  pay  increase 


$7, 056, 956 
62,  704 
184, 102 


$7, 065. 339 
62,  704 
184, 102 


$8,383 


7, 303, 762 
270 
3,  551 
28, 346 


7, 312,145 
270 
3.  551 
28, 346 


8, 383 


2, 330 


2,  330 


64.  589 
95,  702 
155,  436 
161,  460 
20,  554 
2, 361, 000 
10, 000 
-32, 376 
-1,020. 000 


9, 154,  624 


64,  589 
95,  702 
155,  436 
161,  460 
21,  471 
2,  532, 000 
10,000 
-32, 376 


10, 354, 924 


917 

171,000 


1, 020, 000 


1,200, 300 


Total  obligations 
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Mr.  T HOMAS.  Tlie  next  item  for  the  consideration  of  the  commit- 
tee is  the  request  by  the  Fire  Department  of  the  District  of  Columbia 
for  additional  operating  expenses  in  the  amount  of  $1,200,300.  The 
salary  increases  amount  to  $1,029,300  and  the  retirement  benefits 
amount  to  $171,000. 

At  this  point  in  the  record  we  will  insert  the  white  sheets  of  the 
justifications. 

(Tlie  pages  referred  to  follow :) 

Fire  Department 
Operating  expenses 

For  an  additional  amount,  fiscal  year  1959,  “Fire  Department” $1,  200,  300 

Salary  increases,  $1,029,300. — Of  this  amount  $20,000  is  needed  for  salary  in- 
creases granted  classified  employees  as  d result  of  Public  Law  85-462,  $995,000 
for  salaries  granted  the  uniform  force  as  a result  of  Public  Law  85-584.  $10,000 
is  for  wage-board  increases  approved  by  the  Commissioners  effective  May  8, 
19.58,  and  $4,300  effective  January  14,  1959. 

Retirement  'benefits,  $171,000. — Public  Law  85-157,  approved  August  21,  1957, 
increased  the  maximum  amount  of  retirement  pay  for  firemen,  lowered  the  re- 
tirement age  and  increased  relief  paynients  to  widows  and  orphans.  This  has 
caused  an  unprecedented  number  of  retirements  and  necessitates  request  for 
additional  funds.  Through  the  month  of  January  1959  there  were  38  members 
who  have  retired  in  fiscal  1959,  which  netted  against  the  deceased  retirees,  has 
increased  the  number  of  retired  members  to  a total  of  578  or  a net  increase  of  12 
since  July  1,  1958.  It  is  anticipated  that  there  will  be  a total  increase  for  fiscal 
1959  of  24  additional  retirees  and  the  estimated  costs  are  as  follows : 


Estimated  additional  cost  of  firemen’s  pensions  and  relief  for  fiscal  year  1959 


Month 

Retired  members 

Widows  and  children 

Total 

Number 

Amount 

Number 

Amount 

July 

566 

$150, 832. 11 

235 

$29, 811. 38 

$180, 643. 49 

Auvust 

666 

173,  872.  98 

234 

29,  603. 05 

203,  476. 03 

September 

569 

1 196, 263. 42 

234 

29,  715.56 

225,  978.  98 

October 

571 

175,  468.  32 

234 

29,  553.  05 

205,  021.  37 

November. 

577 

180,  767.  92 

232 

30,  215.  55 

210,  m.  47 

December 

577 

178,  875.  77 

239 

30, 991.  22 

209, 866.  99 

January 

578 

180,  600.  37 

239 

30,  861.  78 

211,462.15 

Ephmfl.ry 

582 

182  838  11 

239 

31,  500  41 

214  338.  62 

March 

586 

185,  000.  00 

239 

31,  500. 00 

216,  500.  00 

April 

586  - 

185,  000.  GO 

239 

31.  500.  00 

216,  500. 00 

May 

590 

187,  000.  00 

239 

31,  600.  00 

218, 600. 00 

June 

590 

187, 000.  00 

239 

31,  629. 00 

21S,  629.  00 

Total  - 

2, 163,  519. 00 

368, 481. 00 

2,  632, 000. 00 

1 Included  retroactive. 

Estimated  amount  needed  for  fiscal  year  1959 — $2,  532,  000.  00 

Appropriated - 2, 100,  000.  00 


Estimated  amount  needed  for  fiscal  year  1959 — $2,  532,  000.  00 

Appropriated - 2, 100,  000.  00 

Total — 432,  000.  00 

Anticipated  supplemental  due  to  pay  increases 261,  000.  00 

Additional  amount  needed 171,  000.  00 


Mr.  Thomas.  We  are  pleased  to  have  with  us  at  this  time  Chief 
Millard  H.  Sutton  of  the  Fire  Department. 

Chief  Sutton,  what  was  the  total  cost  for  the  Department  for  1959, 
including  your  supplemental  ? 

Mr.  Sutton.  We  estimate  the  total  cost  of  salary  increases  at 
$1,029,300.  The  total  cost  of  operating  the  Fire  Department  for  1959 
is  estimated  at  $10,354,000  including  this  supplemental  request. 

Mr.  Thomas.  Chief,  you  have  more  stars  here  than  anyone  else. 
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Mr.  SuWoN.  I have  got  them  here,  but  I do  not  know  whether  I will 
get  them  upstairs. 

Mr.  Thomas.  How  many  years  of  service  have  you  had  ? 

Mr.  Sutton.  I came  in  in  1916  and  today  I have  about  43  years  of 
service. 

Mr.  Thomas.  That  is  wonderful,  and  I congratulate  you. 

Mr.  Sutton.  Thank  you,  sir. 

Mr.  Thomas.  Chief,  what  did  the  Pay  Act  cost  you  for  fiscal  year 
1959,  including  your  supplemental,  and  what  did  your  retirement 
benefits  cost  you  for  fiscal  1959  ? 

Mr.  Sutton.  We  estimate  the  total  cost  of  salary  increases  at 
$1,029,300. 

Mr.  Thomas.  Have  you  absorbed  any  ? 

Mr.  Sutton.  Yes,  sir;  we  have. 

Mr.  Thomas.  How  much  ? 

Mr.  Sutton.  Approximately,  I think,  $5,000  worth. 

Mr.  Thomas.  Your  justifications  state  that  $995,000  for  salaries 
were  granted  the  uniform  force,  as  a result  of  Public  Law  85-584, 
$10,000  is  for  wage  board  increases  approved  by  the  Commissioners 
effective  May  8, 1958,  and  $4,300  effective  January  14, 1959. 

What  about  your  retirement  benefits  ? 

Mr.  Sutton.  Well,  Mr.  Chairman,  I guess  it  is  about  the  same  as 
that  for  the  police.  Under  the  new  public  law,  of  course,  the  salaries 
went  up. 

Mr.  Thomas.  What  is  the  total  employment  in  appropriated  jobs 
for  the  Fire  Department  for  1959  ? 

Mr.  Sutton.  1,184,  and  that  includes  uniformed  and  civilians. 

Mr.  Thomas.  It  includes  everything  ? 

Mr.  Sutton.  Yes,  sir. 

Mr.  Thomas.  How  many  vacancies  did  you  have,  say,  as  of  January 
1 or  F ebruary  1 ? 

Mr.  Sutton.  We  have  about  20. 

Mr.  Thomas.  You  have  no  more  than  20  vacancies  out  of  that 
number  ? 

Mr.  Sutton.  No,  sir. 

Mr.  Thomas.  Look  again,;  chief.  It  could  not  have  been  200;  could 
it? 

Mr.  Sutton.  Well,  I would  have  to  be  corrected,  Mr.  Chairman — 
about  25.  You  are  looking  at  them  right  close,  sir. 

Mr.  Thomas.  What  is  the  average  pension  which  you  pay  to  a 
fireman  ? 

Mr.  Sutton.  The  old  pensions  which  were  paid  prior  to  the  new 
legislation  averaged  around  $285  per  month,  and  the  new  pensions 
average  about  $422  a month.  I 

Mr.  Thomas.  Do  they  make  a contribution  the  same  as  these  police- 
men ? 

Mr.  Sutton.  Yes,  sir;  they  make  a contribution  of  6.5  percent. 

Mr.  Thomas.  What  amount  does  the  District  put  in  for  these  retire- 
ment benefits  ? The  District  must  put  in  10  percent  ? 

Mr.  Lowe.  It  puts  in  closer  to  22  percent  Of  payroll,  sir. 

Mr.  Thomas.  What  does  it  put  in  for  the  policemen  ? 

Mr.  Lowe.  The  same  thing.  They  are  all  a part  of  the  same  retire- 
ment system  under  the  Policemen’^  and  Firemen’s  Retirement  Act. 

Mr.  Thomas.  Thank  you  very  much,  gentlemen.  ■ 


884 


Wednesday,  March  4,  1959,. 

Department  of  Corrections 

WITNESS 

DONALD  CLEMMER,  DIRECTOR 

Operating  Expenses 


Program  and  financing 


1959, 

presently 

available 

1959, 

revised 

estimate 

1959,  increase- 
(-}-)  or  de- 
crease (— ) 

Program  by  activities: 

1.  Executive  direction 

$46, 000 

3. 898. 000 

1. 064. 000 
737, 000 

-30,  286 
-308,  000 

$46, 000 
3, 823, 000 
1, 084, 100 
810, 000 
-30, 286 

2.  Custody  and  care  of  prisoners 

3.  Maintenance  and  operation  of  institutions 

4.  Support  of  District  prisoners  in  Federal  institutions 

1959  program  obligated  in  1958 

-$75, 000 
+20, 100 
+73, 000 

Supplemental  required  for  pay  increases 

+308, 000 

Total  obligations 

5, 406, 714 
30,  286 

5, 732, 814 
30, 286 

+326, 100 

Financing:  1959  appropriation  available  in  1958 

New  obligational  authority 

5, 437, 000 

5, 763, 100 

+326, 100 

Object  classification 


Total  number  of  permanent  positions. 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year. 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other 

Subtotal 

Deduct  portion  paid  from  advances  and  reimburse- 
ments  

Total  personal  services 

02  Travel 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

13  Refunds,  awards,  and  indemnities 

Subtotal 

Deduct  quarters  and  subsistence  charges... 

1959  program  obligated  in  1958 

Supplemental  required  for  pay  increase 

Total  obligations 


1959, 

1959, 

1959,  increase 

presently 

revised 

(+)  or  de-' 

available 

estimate 

crease  (— ) 

670 

670 

2 

2 

651 

653 

+2- 

650 

650 

$3,  524,  570 

$3, 469, 236 

-$55,334 

7,500 

7,500 

178,930 

178, 930 

3,  711,000 

3, 655, 666 

-55,334 

468, 000 

468,000 

3, 243, 000 

3, 187,  666 

-55, 334 

2,697 

2, 697 

18, 889 

18, 889 

78, 804 

78, 804 

8, 655 

8, 655 

763,  284 

836,  284 

+73, 000' 

64,  921 

64, 921 

1,  345, 157 

1,  345, 157 

81,711 

81,  711 

197, 003 

197, 437 

+434 

879 

879 

5,  805,  000 

5,  823, 100 

+18, 100 

60,  000 

60,  000 

-30,  286 

-30, 286 

-308,  000 

+308, 000 

5, 406,  714 

5,  732,  814 

+326. 100 

Mr.  Thomas.  The  next  item  for  the  consideration  of  the  committee 
is  the  request  by  the  Department  of  Corrections  for  additional  operat- 
ing expenses  in  the  amount  of  $326,1 00. 

I note  the  salary  increases  account  for  $253,100,  and  that  the  “Sup- 
port of  District  prisoners  in  Federal  institutions”  accounts  for 
$73,000. 


885 


Mr.  Fowler.  Mr.  Chairman,  Mr.  Donald  Clemmer  is  the  director 
of  our  penal  institutions,  and  he  will  make  this  presentation. 

Mr.  Thomas.  We  are  glad  to  have  you  with  us,  Mr.  Clemmer. 

At  this  point  in  the  record  we  will  insert  the  white  page  of  the 
justifications  having  to  do  with  this  request. 

(The  page  referred  to  follows :) 

Department  op  Corrections 
Operating  expenses 

For  an  additional  amount  for  fiscal  year  1959,  “Department  of  Correc- 
tions”  $326,100 

Salary  increases,  $253,100. — Of  this  amount  $246,000  is  needed  for  classified 
pay  increase  due  to  Public  Law  462  and  $7,100  for  wage-board  increase  approved 
by  the  Commissioners  effective  January  14, 1959. 

Support  of  District  prisoners  in  Federal  institutions,  $73,000. — The  current  year 
appropriation  provides  $737,000  to  reimburse  the  Federal  Bureau  of  Prisons  for 
the  support  of  District  prisoners  confined  in  their  institutions.  An  average  of 
434  prisoners  were  confined  in  the  Federal  prisons  in  1957  at  an  average  daily 
per  capita  cost  of  $4.31  for  a total  of  $681,000.  In  1958,  an  average  of  438 
prisoners  were  boarded  in  Federal  institutions  at  an  average  cost  of  $4.66  per 
day  for  a total  cost  of  $745,000. 

We  now  have  received  the  account  from  the  Federal  Bureau  of  Prisons  and 
the  U.S.  Public  Health  Service  for  District  prisoners  confined  in  their  institutions 
for  the  first  quarter  of  the  current  year.  The  total  cost  for  the  first  quarter 
was  $202,435  for  the  care  of  454  prisoners  at  an  average  cost  of  $4.84  per  day. 
The  increases  in  the  bills  result  principally  from  the  general  pay  raise  for  the 
employees  of  the  Federal  institutions  as  well  as  an  upgrading  resulting  from  a 
reclassification  of  these  same  employees.  On  the  basis  of  the  first  quarter’s 
experience,  it  is  estimated  that  the  additional  $73,000  will  be  required  to  complete 
the  current  year.  This  sum  cannot  be  absorbed  within  the  funds  presently 
available. 

Mr.  Thomas.  Mr.  Clemmer,  where  are  you  from,  sir? 

Mr.  Clemmer.  I am  from  Lorton,  Va.,  of  recent  years,  and  before 
that  I was  from  Chicago  via  Atlanta. 

Mr.  Thomas.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Thomas.  You  may  proceed,  Mr.  Clemmer. 

Mr.  Clemmer.  Mr.  Chairman,  our  needs  fall  into  two  parts.  One 
of  them  is  in  the  amount  of  $253,100  for  salary  increases  under  Public 
Law  462  and  two  wage  board  items. 

I might  say,  and  I am  glad  to  say,  we  have  already  absorbed  some 
$75,000,  leaving  a need  of  $253,100  but,  Mr.  Chairman,  that  is 
about 

Mr.  Thomas.  I notice  that  in  1958  an  average  of  438  prisoners 
were  boarded  in  Federal  institutions  at  an  average  cost  of  $4.60  per 
day  for  a total  cost  of  $745,000  ? / 

Mr.  Clemmer.  Yes,  sir.  We  exchange  the  care  of  prisoners  with 
the  Federal  system.  For  example,  we  have  some  540  Federal  prisoners 
in  our  department  now. 

Mr.  Thomas.  Mr.  Bennett  was  in  here  this  morning,  and  told  us 
the  cost  of  taking  care  of  Federal  prisoners  per  day  was  how  much? 

Mr.  Clemmer.  I happen  to  know  that  it  is  $4.84  in  the  Federal 
prisons.  That  is  his  overall  cost. 

Mr.  Rconey.  That  is  what  he  is  charging  you  ? 

Mr.  Clemmer.  That  is  what  we  are  paying.  We  are  charging  him 
about  $3.47  per  man  per  day. 
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At  any  rate,  the  anticipated  number  of  District  prisoners  in  Fed- 
eral institutions  at  the  moment  is  some  41  more  than  we  thought,  and 
this  is  beyond  our  control. 

So,  we  d(j  liave  a need  of  an  additional  $73,000  in  this  activity, 
whicli  we  call  “activity  4,”  to  pay  for  our  prisoners  in  the  Federal 
systi'in. 

Air.  T iioMAs.  When  was  this  estimate  made? 

Mr.  ( h.EMMEK.  This  is  an  up-to-date  estimate,  sir,  within  a week. 
No;  this  is  as  of  January.  I think,  maybe,  February  will  show 

Mr.  T iiOMAs.  It  is  anywhere  from  30  to  60  days  old? 

Air.  Ce  E.AriMEK.  AYell,  no,  sir;  as  of  the  end  of  January. 

Air.  T iiOMAS.  And  does  that  figure  look  to  be  correct  as  of  today? 

Air.  Ceemmer.  I would  not  be  at  all  surprised  but  what  the  Fed- 
eral costs  are  going  up. 

Air.  Thomas.  I thought  I was  going  to  get  into  it.  In  other  words, 
instead  of  knocking  off  $10,000,  you  may  have  to  add  $5,000? 

Air.  Clemmer.  AVe  may  have  to  come  back  later. 

Air.  Thomas.  What  is  your  total  Pay  Act  increase, , and  have  you 
absorbed  any  of  it  ? 

Air.  Clemmer.  We  have  absorbed  $75,000  which  is  22  percent  of 
our  total  needs. 

Air.  Thomas.  You  have  absorbed  how  much  of  the  pay  increase? 

Air.  Clemmer.  $75,000. 

Air.  Thomas.  AYliere  did  you  get  the  money  ? 

Air.  Clemmer.  We  got  it  by  holding  some  positions  vacant,  and  by 
a late  start  on  a particular  activity. 

Mr.  Thomas.  What  was  your  total  number  of  appropriated  jobs 
for  1959? 

Air.  Clemmer.  670. 

Mr.  Thomas.  And  how  many  are  on  the  rolls  now  ? 

Air.  Clemmer.  662.  We  haye  about  eight  vacancies. 

Air.  Thomas.  For  the  first  6 months  you  must  have  had  less  than 
600  on  the  rolls. 

Air.  Clemmer.  NTo.  In  addition  to  that  we  have  held  14  positions 
vacant  which  we  do  not  technically  call  vacancies  in  order  to  make 
up 

Mr.  Thomas.  How  much  does  that  amount  to  dollarwise  ? 

Mr.  Clemmer.  14  jobs  would  be,  roughly,  about  $75,000. 

Air,  Thomas.  Where  is  the  rest  of  it  coming  from  ? 

Air.  Clemmer.  The  rest  of  it  is  coming  from — well,  as  I say,  there 
was  one  project  for  which  we  had  $44,000  to  handle  this  year,  but  we 
did  not  get  started  until  almost  midyear. 

Mr.  Thomas.  F or  what  was  the  $44,000  ? 

Mr.  Clemmer.  That  was  for  a unit  called  the  Psychological  Service 
Center,  but  we  could  not  hire  any  psychologists  until  the  year  was 
almost  half  over. 

Therefore,  we  saved  around  $22,000  there. 

Air.  Thomas.  Where  did  you  save  the  other  ? 

Mr.  Clemmer.  Out  of  lapses. 

Mr.  Thomas.  And,  the  total  savin  g was  what  ? 

Mr.  Clemmer.  $75,000.  - 

This  is  also  anticipated,  Mr.  Chairman,  through  June.  We  see, 
naturally,  some  turnover,  and  we  would  be  able  to  save  an  additional 
amount  through  June. 


887 


Mr.  Thomas.  Are  you  saving  any  out  of  “Other  objects”  here? 

Mr.  Clemmer.  We  cannot,  sir. 

Mr.  Thomas.  Well,  if  you  have  done  that  well,  Mr.  Clemmer,  and 
when  we  take  a good  man  like  you  who  has  done  as  well  as  you  have, 
you  ought  not  to  stop  in  the  middle  of  the  year.  You  have  already 
saved  $75,000  or  $100,000  for  the  first  6 months.  Why  can  you  not 
absorb  the  rest  of  that  this  year  ? 

Mr.  Clemmer.  Mr.  Chairman,  it  is  just  too  much. 

Mr.  Thomas.  Off  the  record. 

( Discussion  off  the  record. ) 

Mr.  Jonas.  What  are  the  jobs  that  you  have  not  filled  ? 

Mr.  Clemmer.  Primarily  correctional  officers,  sir,  such  as  guards 
and  custodial  jobs. 

Mr.  Jonas.  Did  you  get  along  all  right  without  them  ? 

Mr.  Clemmer.  We  did  not  get  along  very  well. 

Mr.  Jonas.  Did  you  have  any  trouble  ? 

Mr.  Clemmer.  Yes,  we  have  had  trouble;  we  certainly  have. 

Mr.  Jonas.  Could  you  have  prevented  it  with  these  extra  guards? 

Mr.  Clemmer.  I would  think  so,  but  I would  not  guarantee  it.  The 
prison  business  is  a trouble  business. 

Mr.  Jonas.  You  have  trouble  when  you  have  a full  complement, 
do  you  not  ? 

Mr.  Clemmer.  Yes,  sir ; it  can  happen  then,  too. 

Mr.  Thomas.  Mr.  Clemmer,  you  are  a gentleman  and  a scholar,  and 
we  are  going  to  expect  great  things  of  you  if  we  give  you  a little 
compliment  here  wdth  one  hand  and  a little  reduction  with  the  other. 

Mr.  Clemmer.  I am  going  to  expect  great  things  of  you,  Mr.  Chair- 
man. 


Wednesday,  March  4, 1959. 
Department  of  Public  Welfare 

WITNESS 

GERARD  M,  SHEA,  DIRECTOR 

Operating  Expenses 
Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

Program  by  activities: 
1,  Administratinn 

$239, 690 

5, 770, 000 
156, 984 
2,  568, 690 
2, 830,  549 
4, 160, 087 
-60, 724 
-586, 000 

$240, 109 

5, 903, 000 
159, 658 
2, 644, 109 
2, 877, 226 
4,  213, 098 
-60,  724 

$419 

133, 000 
2,674 
75, 419 
46, 677 
53,  on 

2.  Public  assistance: 

(a)  Public  assistance  division 

(b)  Surplus  food  division 

3.  Child  welfare  division 

4.  District  of  Columbia  welfare  institutions 

5.  Children’s  center 

1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 

586, 000 

Total  obligations 

15, 079, 276 
60,  724 

15,  976,  476 
60,  724 

897, 200 

Financing:  1959  appropriation  available  in  1958 

New  obligational  authority 

15, 140, 000 

16, 037,  200 

897, 200 
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Object  classification 


Tot.il  nimilior  of  permanent  positions 

Average  nnmiier  of  all  employees 

Xnmtier  of  employees  at  end  of  year 

01  I’ersonal  servlees: 

I’erm  nient  i)ositlons._ 

Other  personal  services 

Subtotal  

Deduct  portion  paid  from  advances  and  reimburse- 
ments  


1959  presently 
available 


1,713 
1,602 
1,  600 


$6,  954,  357 
175,  623 


7, 129, 980 
425. 000 


1959  revised 
estimate 


1,713 

1,617 

1,600 


$7, 051,  270 
175,  623 


7, 226,  893 
425, 000 


1959  increase 


15 


3, 913 


96, 913 


Total  personal  services 

02  Travel..  . 

03  Tr.ansportalion  of  things 

04  Communication  services 

05  Kents  and  utility  services 

06  I'rinting  and  reproduction 

07  Other  contractual  services 

Scr"ices  iiei  formed  by  other  agencies. 

08  Supplies  and  mateiials 

09  Efpiifjment.  . 

11  Grants,  subsidies  and  contributions 

Subtotal 

Deduct  (piartcrs  and  subsistence  charges.. . 

1959  iirogram  obligated  in  1958 

Supplemental  requiicd  for  pay  increases 

Total  obligations 


6.  704, 980 

6,  801,  893 

28,  721 

28,  721 

4,  090 

4, 090 

56,  756 

56,  756 

172,  571 

172,  571 

4,  817 

4,  817 

1,  539,  338 

1,  614,  338 

66,  595 

66,  595 

1,  464,  019 

1,  464,  019 

185,  214 

185,  214 

5,  590, 091 

5,  729,  378 

96, 913 


75, 000 


139, 287 


15,  817, 192 
91, 192 
-60,  724 
-586. 000 


16, 128,  392 
91, 192 
-60,  724 


311,  200 


586, 000 


15, 079, 276 


15, 976,  476 


897, 200 


Mr.  Thomas.  Gentlemen,  the  next  item  for  the  consideration  of 
the  committee  is  that  entitled  “Operating  expenses  for  the  Depart- 
ment of  Public  Welfare”  in  the  amount  of  $897,200. 

At  this  point  in  tlie  record  we  will  insert  the  white  sheet  of’ the 
justifications. 

(The  page  referred  to  follows :) 


Department  of  Public  Welfare 

Operating  expenses 


For  an  additional  amount,  fiscal  year  1959,  “Department  of  Public 

Welfare” $897,  200 

Salary  increases,  $689,200. — Of  this  amount,  $586,000  is  needed  for  salary 
increases  granted  classified  employees  as  a result  of  Public  Law  85-462,  $69,000 
is  for  wageboard  increases  approved  by  the  Commissioners  effective  May  8, 1958 
and  $34,200  for  wageboard  increases  effective  January  14,  1959. 

Child  Welfare  Division,  $75,000. — It  is  requested  that  $75,000  be  appropriated 
for  the  Child  Welfare  Division  to  make  funds  available  due  to  increased  work- 
load in  the  programs  for  board  and  care,  unmarried  mothers,  and  the  National 
Training  School  for  Boys. 

As  a result  of  a downward  trend  in  the  number  of  commitments  to  the  Na- 
tional Training  School  for  Boys  when  the  1959  budget  was  submitted,  $100,000 
was  deducted  from  the  allotment  for  this  purpose.  Since  May  1958  there  has 
been  a noticeable  increase  in  the  number  of  commitments  and  has  resulted  in 
increased  costs  as  follows : 


3d  quarter,  1958 $109,  000 

4th  quarter,  1958 126,  000 

1st  quarter,  1959 137,  000 


It  is  estimated  that  the  trend  will  require  additional  funds  of  $39,000  for 
this  year. 

Expenditures  for  board  and  care  and  unmarried  mothers  for  the  first  5 
months  of  the  year  have  exceeded  the  allotments  by  a rate  which  indicates  a 
need  for  an  additional  $26,000  for  board  and  care  and  $10,000  for  unmarried 
mothers. 
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PuUic  Assistance  Division,  $133,000. — It  is  requested  that  $133,000  be  appro- 
priated for  Public  Assistance  Division  to  make  funds  available  of  $110,000 
for  assistance  grants  and  $23,000  for  burials. 

The  public  assistance  caseloads  have  increased  an  average  of  91  cases  per 
month  since  the  beginning  of  the  fiscal  year.  Indications  are  that  this  trend 
will  continue  and  an  additional  appropriation  of  $110,000  will  be  needed.  Ex- 
penditures for  burials  for  the  first  5 months  of  this  year  have  exceeded  the 
allotments  by  a rate  which  indicates  a need  for  an  additional  $23,000  for  burials 
of  indigent  residents  of  the  District  of  Columbia. 

Mr.  Thomas.  We  are  glad  to  have  with  us  at  this  time  Mr.  Girard 
M.  Shea,  who  is  the  Director  of  the  Department  of  Public  Welfare. 

Mr.  Shea.  Thank  you,  Mr.  Chairman. 

Mr.  Thomas.  This  total  request  is  in  the  amount  of  $897,200,  and 
is  made  up  of  salary  increases,  $689,200,  and  “Child  Welfare  Divi- 
sion,” $75,000. 

Your  justifications  state  as  follows : 

As  a result  of  a downward  trend  in  the  number  of  commitments  to  the 
National  Training  School  for  Boys  when  the  1959  budget  was  submitted,  $100,000 
was  deducted  from  the  allotment  for  this  purpose.  Since  May  1958  there  has 
been  a noticeable  increase  in  the  number  of  commitments  and  has  resulted  in 
increased  costs  as  follows : Third  quarter,  1958,  $109,000 ; fourth  quarter,  1958, 
$126,000  ; first  quarter,  1959,  $137,000. 

This  runs  into  money ; does  it  not  ? 

Mr.  Shea.  It  certainly  does,  sir. 

Mr.  Thomas.  What  about  your  salary  increase  of  $689,200?  What 
was  your  total  amount  appropriated  to  the  Department  of  Welfare? 

How  many  jobs  did  you  have  appropriated  for  in  1959  ? 

Mr.  Shea.  The  total  amount  of  money  appropriated  from  local 
money  to  Public  Welfare  in  fiscal  1959  was  $15,190,000. 

Mr.  Thomas.  How  many  jobs? 

Mr.  Shea.  1,713  positions  were  authorized. 

Mr.  Thomas.  That  is  an  unusual  number;  is  it  not?  How  many 
unfilled  jobs  did  you  have,  say,  as  of  January  or  February  1? 

Mr.  Shea.  As  of  February  10,  1959,  there  were  73  unfilled  jobs. 

Mr.  Thomas.  How  much  of  your  pay  increase  have  you  absorbed  ? 

Mr.  Shea.  Unfortunately,  sir,  we  will  not  be  able  to  absorb  any,  for 
two  reasons : We  have  one  institution  for  dependent  children  which  is 
running  some  100  beyond  capacity,  and  our  public  assistance  care  load 
is  rising  on  an  average  of  150  to  200  cases  a month. 

On  the  first  day  of  July  we  had  10,110  cases  on  public  assistance 
which  includes  all  categories,  and  on  February  20, 1959,  we  had  10,944 
cases. 

Mr.  Thomas.  Your  justifications  further  state  as  follows — 

It  is  requested  that  $75,000  be  appropriated  for  the  Child  Welfare  Division 
to  make  funds  available  due  to  increased  workload  in  the  programs  for  board 
and  care,  unmarried  mothers,  and  the  National  Training  School  for  Boys. 

Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Thomas.  You  further  state  as  follows — 

Expenditures  for  board  and  care  and  unmarried  mothers  for  the  first  5 
months  of  the  year  have  exceeded  the  allotments  by  a rate  which  indicates  a 
need  for  an  additional  $26,000  for  board  and  care,  and  $10,000  for  unmarried 
mothers. 

Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Thomas.  I thank  you  very  much  for  your  presentation,  Mr. 
Shea. 

Mr.  Shea.  Thank  you,  Mr.  Chairman. 
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Wednesday,  March  4, 1959. 
Judgments,  Claims,  and  Private  Kelief  Acts 

WITNESSES 

HON.  ROBERT  E.  McLAUGHLIN,  PRESIDENT,  BOARD  OP  COMMIS- 
SIONERS 

CHESTER  H.  GRAY,  CORPORATION  COUNSEL,  WASHINGTON,  D.C. 
SCHUYLER  LOWE,  DIRECTOR,  DEPARTMENT  OP  GENERAL 
ADMINISTRATION 

WALTER  L.  POWLER,  BUDGET  OPPICER 


Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  inerease 

Propram  by  activities:  Settlement  of  claims  and  judgments 
(total  obligations) 

$27, 981 

$78,397 

$50, 416 

Financing:  Appropriation  (new  obligations!  authority) 

27, 981 

78, 397 

50, 416 

Object  classification 

1959  presently 
available 

1959  revised 
estimate 

1959  increase 

13  Refunds,  awards  and  indemnities 

$27, 981 

$78, 397 

$50, 416 

Mr.  Thomas.  The  next  matter  for  the  consideration  of  the  commit- 
tee involves  the  request  in  connection  with  the  items  entitled  “Judg- 
ments and  Settlement  of  Claims,”  as  well  as  audited  claims. 

At  this  point  in  the  record  we  will  insert  the  white  sheets  of  the 
justifications. 

(The  pages  referred  to  follow:) 

Settlement  of  Claims  and  Suits 

For  the  payment  of  claims  in  excess  of  $250,  approved  by  the  Commissioners 
in  accordance  with  the  provisions  of  the  act  of  February  11,  1929,  as  amended 
(45  Stat.  1160;  46  Stat.  500;  65  Stat.  131),  $20,197. 

The  District  of  Columbia  Appropriation  Act,  1959,  under  the  head  of  “OflBce  of 
Corporation  Counsel,”  included  the  amount  of  $10,000  for  the  settlement  of 
claims  not  in  excess  of  $250  each,  when  approved  by  the  Commissioners  in  accord- 
ance with  the  act  of  February  11, 1929,  as  amended. 
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The  accompanying  estimate  of  appropriation  of  $20,197  is  submitted  in  order 
to  pay  claims  under  the  Act  of  February  11,  1929,  as  amended,  45  Stat.  1160; 
46  Stat.  500 ; 65  Stat.  131  which  are  in  excess  of  $250  each,  as  follows : 


Claimant 


Nature  of  claim 


Amoimt  of  Amount  of 
claim  or  suit  settlement 


George  Headrick 

Dr.  Bruno  E.  Werner- 


Industrial  Insmance  Co. 
(Eugene  E.  McCaleb). 


Motors  Insurance  Co. 
(Geraldine  F.  Henry). 

Louise  D.  Washington.. 


Moses  H.  and  Ora  D, 
Queen. 


Georgetown  Realty  & 
Insurance  Co. 
(Eunice  M.  Ennis). 


Mrs.  Rosalyn  Corso 


Mrs.  Rose  Kullen. 


Government  Em- 
ployees Insurance  Co. 


Susan  Berlin 


LeRoy  E.  Peter. 


Personal  injuries  (fracture  of  right  hip,  laceration 
to  forehead,  and  contusions  to  right  leg)  as  the 
result  of  walking  into  Fire  Department  ambu- 
lance at  6th  and  F Sts.  NW.,  on  Oct.  1,  1957. 

Property  damage  to  1955  Chrysler  sedan  when 
struck  by  a Fire  Department  car  on  Coimecticut 
Ave.  near  intersection  of  Van  Ness  St.  N W.,  on 
Feb.  10, 1958. 

Property  damage  to  insured’s  parked  automobile 
struck  by  Division  of  Sanitation  truck  near  the 
intersection  of  Mt.  Olivet  Rd.  and  Trinidad 
Ave.  N E.,  on  Feb.  16,  95  P 

Property  damage  to  insured’s  automobile  when 
struck  by  a Division  of  Sanitation  truck  in  front 
of  4208  42d  PI.  NW.,  on  July  24,  1956. 

Property  aamage  to  1955  Pontiac  sedan  when 
struck  by  Department  of  Sanitary  Engineering 
truck  at  tl  e intersection  of  First  and  E Sts., 
NW  .,  on  July  24,  1956. 

Personal  injuries  (back  injury  to  Mr.  Queen  and 
neck  and  back  injury  to  Mrs.  Queen)  sustained 
when  t e car  in  which  tl  ey  were  riding  was 
struck  from  ti  e rear  by  a Department  of  Sani- 
tary Engineering  truck  at  the  intersection  of 
First  and  E Sts.  NW.,  on  July  24, 1956. 

Personal  injm-y  and  property  damage  (severe 
sprain  of  right  ankle  and  foot  and  contusions) 
as  the  result  of  a collision  with  Police  Depart- 
ment scout  car  at  intersection  of  First  St.  and 
Missouri  Ave.  NW.,  on  Aug.  19,  1957: 

Insurance  Co 

Ennis... 


$1, 478. 00 

$700. 00 

386. 82 

386. 82 

466.41 

466. 41 

284. 34 

284. 34 

327. 54 

327. 54 

(0 

1, 500. 00 

449.  51 
543. 00 

449.  51 
543. 00 

Total 

Personal  injuries  (sprain  of  dorso  lumbar  spine, 
knee,  mild  concussion,  and  contusion  of  anterior 
rib  cage)  as  the  result  of  a fall  over  exposed  end 
of  a temporary  asphalt  sidewalk  on  the  south 
side  of  Texas  Ave.  SE.,  near  its  intersection  with 
Ridge  Rd.  SE.,  on  Mar.  23, 1956. 

Personal  injuries  (Codes  fracture  of  left  WTist, 
abrasions  and  contusions  of  both  knees)  as  the 
result  of  a fall  on  the  public  sidewalk  in  front  of 
6420  14th  St.  NWh,  on  Oct.  16,  1956. 

Property  damage  to  Yorkonis  automobile  while 
parked  in  the  3700  block  of  Nichols  Ave.,  SE., 
on  Dec.  5,  1955,  when  struck  by  a tractor-trailer 
assigned  to  the  Sanitation  Division. 

Personal  injuries  (transverse  laceration  across 
bridge  of  nose)  when  her  head  went  through  the 
windshield  while  riding  as  a passenger  in  her 
husband’s  car,  which  car  struck  an  exposed 
manhole  in  the  5200  block  of  11th  St.,  NE.,  on 
Mar.  28,  1954. 

Property  damage  to  1949  Cadillac  sedan  as  the 
result  of  a collision  with  a truck  assigned  to  the 
Electrical  Division  at  the  intersection  of  South 
Dakota  Ave.  and  Kennedy  St.,  NE.,  on  June  28, 


25, 000. 00 


3, 000. 00 
364. 60 
3,000. 00 


297. 39 


992. 51 

2, 000. 00 

450.00 
364.60 
1, 000. 00 


297.39 


1957. 


Severina  Tuttle 

Wilbert  Brown  and 
Haywood  Broom. 


All  American  Insurance 
Go.  (Alonzo  Banks). 

1 Unstated. 


Personal  injuries  (left  chest  wall  and  left  breast) 
as  the  result  of  a fall  in  the  tree  space  at  26th  and 
P St.  N W.,  on  Dec.  1,  1956. 

Personal  injuries  (laceration  to  Mr.  Brown’s  nose, 
right  elbow,  shoulder,  and  back,  and  sprain  of 
left  ankle,  bruises,  and  lacerations  to  Mr. 
Broom)  and  property  damage  to  Mr.  Broom’s 
car  when  it  struck  a water-filled  depression  in 
the  roadway  in  the  1800  block  of  Corcoran  St. 
NE.,  on  Sept.  6,  1955: 

Brown 

Broom 


750. 00 


25.000.  00 

10.000.  00 


Total. 1 

Propel  tj’^  damage  to  insured’s  Pontiac  sedan  when 
struck  by  Sanitation  Division  trash  truck  on 
South  Dakota  Ave.  and  Riggs  Rd.,  NE.,  on 
Jan.  9,  1956. 


251. 73 


500. 00 


1, 800. 00 

1,000.00 


2, 800. 00 
251. 73 
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Clulinant 


Nature  of  claim 


Amoiint  of  Amount  of 
claim  or  suit  settlement 


Travelers  Insurance  Co. 
(Haley’s  Motor  Co.). 

Mrs.  Mary  C.  Hill 


Edwin  S.  Sullivan 


Property  dam^e  to  Insured’s  automobile  when 
struck  by  Police  Patiol  car  at  New  Jersey  Ave. 
and  K St.  SE.,  on  June  14,  1957. 

Personal  injuries  (cuts  over  right  eye,  bruises  on 
shoulder,  hip,  and  leg)  as  the  result  of  fall  on 
sidewalk  on  18th  St.  NW.,  north  of  New  York 
Ave.,  on  May  4,  1957. 

Personal  injuries  (sprain  of  cervical  spine)  and 
property  damage  to  1954  Chevrolet  station 
waeon  as  a re^^ult  of  collision  with  a trar  tor- 
t’-ailer  truck  assigned  to  the  Department  of 
Corrections  on  the  14th  St.  Bridge,  on  Mai.  29, 
195f). 


$721. 67 
2, 600. 00 

2,  600. 00 


$621.  57 


500.00 


1, 360. 00 


James  T.  and  Helen  C. 
Eldsne^s. 


Emma  I>awson 


Ella  Shapiro 


Government  Employ- 
ees Insurance  Co.  and 
Mamie  Jenkins. 


Delano  Reginald  Hall... 


Personal  injuries  to  ,Mr.  Eidsness  (broken  right 
leg)  and  claim  by  Mrs.  Eidsness  for  loss  of  con- 
sortium as  the  r^ult  of  male  plaintiff  falling  on 
a defective  and  icy  sidewalk  in  the  2500  block  of 
G St.  NW.,  on  Jan.  27,  1956. 

Personal  injuries  (cerebial  concussion  and  multi- 
ple inju.Jes)  as  the  result  of  a fall  on  raised  place 
in  the  sidew^alk  in  front  of  407  8th  St.,  NE.,  on 
June  14,  1956. 

Personal  injuries  (badly  scraped  instep)  received 
as  result  of  fall  on  manhole  cover  at  18th  and  U 
Sts.  SE.,  on  Nov.  14, 1957. 

Personal  injury  to  Mamie  Jenkins  (pain  and  suffer- 
ing which  resulted  in  miscarriage),  and  property 
damage  to  automobile  of  Brunsdon,  as  the  result 
of  a collision  with  a Department  of  Highways 
and  Traffic  truck  at  Alabama  Ave.  and  38th  St. 
SE.,  on  July  18,  1957. 

Government  Employees 

Jenkins 


90, 000. 00 


25, 000. 00 


300. 00 


1, 600.  OQJ 


1, 750. 00 


300. 00 


315.  00 
3, 000. 00 


315.  00 
722. 68 


Total 

Property  damage  to  1954  Mercury  sedan  when 
struck  by  Department  of  Sanitary  Engineering 
dump  truck  at  5th  and  H Sts.  NW.,  on  Oct.  1, 


432. 99 


1,037. 68 
432. 99 


1958. 

Total. 


19,813.68 


Judgments 

For  the  payment  of  final  judgments  rendered  against  the  District  of  Columbia, 
as  set  forth  in  House  Document  No.  58  (86th  Cong.),  $30,219,  together  with  such 
further  sums  as  may  be  necessary  to  pay  the  interest  at  not  exceeding  4 percenf 
per  annum  on  such  judgments,  as  provided  by  law,  from  the  date  the  same  became 
due  until  the  date  of  payment. 


Amount  of 
judgment 

Costs 

Total 

Robert  H.  Jones  v.  District  of  Columbia.  ----- 

$5, 000 
16, 000 

$5,000 
15, 000 
107 
81 
10, 031 

Annie  F.  Campbell  v.  District  of  Columbia 

The  Brookings  Institution  

$107 

81 

31 

District  if  Columbia  v.  Karsusky,  et  al 

Dennett  v.  District  of  Columbia.! 

Total - 

10,000 

30, 000 

219 

30, 219 

Audited  Claims 

For  an  additional  amount  for  the  payment  of  claims,  cer^tified  to  be  due  by 
the  accounting  ofiicers  of  the  District  of  Columbia,  under  appropriations  the 
balances  of  which  have  been  exhausted  or  credited  to  the  general  or  special 
funds  of  the  District  of  Columbia  as  provided  by  law  (D.C.  Code,  title  47, 
sec.  130a),  being  for  the  service  of  the  fiscal  year  1958  and  prior  fiscal  years, 
as  set  forth  in  House  Document  No.  58  (86th  Cong.),  $147,484, , together  with 
such  further  sums  as  may  be  necessary  to  pay  the  interest  on  audited  claims 
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for  refunds  at  not  exceeding  4 percent  per  annum  as  provided  by  law  (act  of 


July  10, 1952,  66  Stat.  546,  sec.  14d) . 

Operating  expenses.  National  Guard,  1954 — $213.  85 

Compensation  and  retirement  fund  expenses,  1957 52,  713*  75 

Operating  expenses.  Recreation  Department,  1958 163.  72 

Operating  expenses,  courts,  1958 94,  391.  90 


Total 147,483.22 


Mr.  Thomas.  We  are  pleased  to  have  with  us  at  this  time  Mr. 
Chester  H.  Gray,  who  is  the  Corporation  Counsel  for  the  District  of 
Columbia. 

I note  you  have  judgments  here  in  the  amount  of  $30,219. 

Does  that  figure  represent  the  total  judgments  against  the  District? 

Mr.  Lowe.  Yes,  sir;  that  is  the  total  for  judgments. 

Mr.  Thomas.  What  about  the  claims? 

Mr.  Fowler.  $147,483.22  for  claims. 

Mr.  Thomas.  You  have  $19,813.58  listed  as  the  amount  of  settlement. 
In  other  words,  you  have  already  settled  these  ? 

Mr.  Fowler.  Yes,  sir. 

Mr.  Thomas.  And  you  are  looking  for  reimbursement?  You  want 
your  money  back ; is  that  it  ? 

Mr.  Gray.  No,  sir.  We  are  asking  for  an  appropriation  with  which 
to  satisfy  the  judgments. 

Mr.  Thomas.  What  is  the  total  amount  of  money  involved  here  ? 

Mr.  Gray.  $30,000. 

Mr.  Thomas.  Where  is  that  figure,  please,  sir  ? 

Mr.  Gray.  $30,219. 

Mr.  Thomas.  Will  you  please  put  your  finger  on  it? 

Commissioner  McLaughlin.  It  is  on  the  last  page  in  next  to  the 
last  table. 

Mr.  Thomas.  What  is  the  nature  of  these  claims  ? 

Mr.  Gray.  These  were  suits  against  the  District. 

Mr.  Thomas.  You  mean  that  is  $30,219  ? 

Mr.  Gray.  Yes,  sir. 

Mr.  Thomas.  And  that  is  the  sum  total  ? 

Mr.  Gray.  No,  sir;  that  is  not  the  sum  total.  We  are  also  asking 
for  $20,197  with  which  to  settle  claims  which  have  been  approved  for 
settlement  by  the  Commissioners. 

Mr.  Thomas.  How  much  is  that? 

Mr.  Gray.  $20,197. 

Mr.  Thomas.  What  is  your  next  item  ? 

Mr.  Gray.  That  is  all. 

Mr.  Thomas.  To  what  amount  does  it  add  up? 

Mr.  Lowe.  The  total  of  those  two  ? $50,416. 

Mr.  Thomas.  Plus  your  audited  claims  ? 

Mr.  Fowler.  $147,000. 

Mr.  Thomas.  All  of  these  items  add  up  to  $147,483  ? 

Mr.  Fowler.  No;  the  grand  total  for  this  group  that  we  have  dis- 
cussed would  be  $197,000.  You  see,  $50,000  covered  the  first  two  cate- 
gories, and  then  this  is  in  addition  to  that. 

Mr.  Thomas.  Do  you  not  have  one  sheet  here  where  we  could  put 
our  hands  on  it  ? 

Mr.  Lowe.  We  will  give  you  such  a sheet,  sir. 

Mr.  Thomas.  But,  that  will  not  help  us  now. 

Mr.  Lowe.  I am  sorry,  sir. 
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(The  information  referred  to  follows:) 

M iscellaneous 


SetLlem(?iit  of  claims  and  suits $20,197 

Judgments 30,219 

Subtotal 50,  416 

Audited  claims 147,  484 

Total 197,900 


FISCAL  DATA,  1958  AND  19  59 

Mr.  Jensen.  Mr.  Commissioner,  I would  like  to  have  placed  in  the 
record  the  total  revenues  for  the  District  of  Columbia  derived  from 
tlie  different  sources,  and  then  your  expenditures. 

Now  you  do  not  have  to  go  into  the  minutest  detail,  but  I think  the 
record  should  show  for  public  information  and  for  the  information  of 
tliis  committee  for  the  fiscal  year  1958  such  information  as  well  as  the 
millage  levied  on  property.  Will  you  put  that  information  in  the 
record  ? 

Commissioner  McLaughlin.  Yes,  sir. 

Mr.  Jensen.  Show  the  picture  as  best  you  can. 

Commissioner  McLaughlin.  Yes,  sir. 

Mr.  Jensen.  Not  in  too  long  a statement,  but  show  the  fiscal  picture 
of  the  District  of  Columbia  as  best  you  can. 

Do  you  know  what  I mean  ? 

Commissioner  McLaughlin.  Yes,  sir. 

(The  information  referred  to  follows:) 

District  of  Columbia 


Summary  of  the  financial  status  for  fiscal  year  1958  by  funds 


General 

fund 

Highway 

fund 

Water 

fund 

Sanitary 

sewage 

works 

fund 

Motor- 

ve’^icle 

parking 

fund 

Total 

Unappropriated  surplus  at  beginning 
of  vear 

$8,  524,  792 

$1, 218, 420 

$270,  675 

$327, 608 

$1, 475, 449 

$11, 816, 944 

Unoblieated  balance  of  prior  year  ap- 
propriations released  to  surplus 

1, 468,  784 

410,  622 

292,  929 

23, 181 

158, 468 

2, 353, 984 

Revenue  (includine  Federal  payment 
and  Federal  loans)  (see  supporting 
statement  A) 

164,  745,  314 

20,  896,  661 

9, 329, 192 

5, 983,  347 

638, 325 

201,  592, 839 

Total  availability 

174,  738,  890 

22,  525,  703 

9, 892,  796 

6,  334, 136 

2. 272,  242 

215,  763,  767 

Obligations  (funds  required)  (see  sup- 
porting statement  B)  

166.  556, 269 

23,  097,911 

9, 257, 153 

6, 043,  068 

438, 135 

205, 392,  536 

Unobligated  balance  of  appropriations 
not  yet  released  to  surplus 

1 321,  702 

2 37,  679 

3 153,  402 

« 106, 000 

»170, 265 

789, 048 

Total  appropriations  available 
for  expenditure 

166,  877,  971 

23, 135,  590 

9,  410,  555 

6, 149, 068 

608,  400 

206, 181,  684 

Unappropriated  surplus  at  end 
of  year 

7,  860,  919 

8 -609, 887 

482, 241 

185, 068 

1.  663,  842 

9,  682, 183 

1 This  amount  is  the  balance  rerraining  after  absorbing  $4,802,330  retroactive  pay  increases.  . 

2 This  amount  is  the  balance  remaining  after  absorbing  $274,360  retroactive  pay  increases. 

2 This  am.ount  is  the  balance  rem.aining  after  absorbing  $55,539  retroactive  pay  increases. 

< This  am.ount  is  the  balance  remaming  after  absorbing  $27,387  retroactive  pay  increases. 

» This  amount  is  the  balance  remaining  after  absorbing  $2,449  retroactive  pay  increases. 

« Denotes  excess  of  funds  required  over  available  funds— does  not  involve  an  excess  of  expenditure. 
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Supporting  statement  A — Revenues,  ty  funds,  fiscal  year  1958 

GENERAL  FUND 

Revenue : 

Taxes : 

Property  taxes : actual 

Realty  ($2.30  per  $100  of  assessed  valuation) $45,571,921 

Personal  tangible  ($2  per  $100  of  market  value) 8,422,359 

Motor  vehicle  registration 3,  755,  446 


Subtotal,  property  taxes 57,  749,  726 


Sales  and  gross  receipts : 

Alcoholic  beverages 5,  505,  394 

Beer 719, 136 

Cigarettes 2, 123,  759 

Insurance 2,  425,  679 

Motor  vehicle  title,  excise 1,  770,  364 

Public  utilities,  banks,  etc 7,  286,  334 

Sales 20,176,809 


Subtotal,  sales  and  gross  receipts 40,  007, 475 


Miscellaneous  taxes: 

Licenses  and  permits 3,  813,  688 

Individual  income 21,  606,  440 

Unincorporated  business  income  tax 1,  531,  355 

Corporation  net  income 8,  044,  405 

Income  and  inheritance : 2,  887, 121 


Subtotal,  miscellaneous  taxes. 37,  883,  009 


Total,  taxes 135,  640,  210 


Earnings  and  miscellaneous: 

Charges,  current  services 2,  425,  604 

Fines,  escheats,  and  forfeitures 2,  265,  540 

Reimbursements 1,  680,  736 

Rents  and  royalties 131,  577 

Interest  on  investments 1, 346,  663 

Other 1, 254,  984 


Total,  earnings  and  miscellaneous 9, 105, 104 

Federal  payment 20,  000,  000 


Grand  total,  general  fund 164,  745,  314 


HIGHWAY  FUND 

Gasoline  tax 11,  079,  227 

Motor  vehicle  registration  fees 1,  934,  620 

Motor  vehicle  fees,  etc 810,  747 

Interest  on  investments 382,  678 

Paving  assessments 190,  289 

Treasury  loans 6,  481, 100 


Grand  total,  highway  fund 20,  896,  661 


WATER  FUND 

Water  rates 5,  053,  598 

Water  main  assessments 57,  228 

Payment  from  Arlington  County 688,  678 

Interest  on  investments 3,  377 

Miscellaneous 174,  861 

Federal  payment  for  water  consumed 1,  751,  450 

Treasury  loan 1,  600,  000 


Grand  total,  water  fund 9,  329, 192 


37458—59- 


57 
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Supporting  statement  A — Revenues,  by  funds,  fiscal  year  1958 — Continued 

SANITARY  SEWAGE  WORKS  FUND 

Sewer  charges 

Payment  from  Maryland — capital  outlay 

Payment  from  Maryland — service 

Sewer  assessments,  etc 

Interest  on  investments 

Federal  payment  for  sewage 

Treasury  loan 

Grand  total,  sanitary  sewage  works  fund 


MOTOR  VEHICLE  PARKING  FUND 

Parking  meter  receipts 583,  336 

Interests  on  investments ! 54,  989 


Grand  total,  motor  vehicle  parking  fund 638,  325 


Grand  total,  all  funds 201, 592,  839 

Supporting  statement  B — Obligations,  by  funds,  fiscal  year  1958 

GENERAL  FUND 

Operating  expenses : 19  58  actual 

Executive  Office -IJl $382,236 

Department  of  General  Administration 4, 655,  077 

Office  of  Corporation  Counsel—— 549, 487 

Regulatory  Agencies— 1, 232, 101 

Department  of  Occupations  and  Professions 296,  987 

Public  School 39,  362,  673 

Public  Library 2,  010,  615 

Recreation  Department- —————— 1,  733, 466 

Metropolitan  Police 17^107,  695 

Fire  Department ^ 9, 408,  072 

Department  Of  Veterans’  Affairs 91, 204 

Office  of  Civil  Defense — — .— — • 84,  620 

Department  of  Vocational  Rehabilitation 140, 313 

Courts— ! ! 4,  520,  413 

Department  of  Public  Health — , — 28, 249, 381 

Department  of  Corrections 5,  291,  471 

Department  of  Public  Welfare — 14,  037,  994 

Department  of  Buildings  and  Grounds. — 2,  038,  531 

Office  of  Surveyor 167,  948 

Department  of  Licenses  and  Inspections 1,914,338 

Department  of  Highways  and  Traffic 2,  686, 482 

Department  of  Sanitary  Engineering 7, 482,  358 

National  Guard——— ^ 159,  439 

National  Capital  Parks — 3,.  347,  795 

National  Zoological  Park — — 840,650 

Judgment,  claims,  and  private  relief  acts^ ^ 69,  951 

Total  obligation,  operating  expenses — — — 147,861,297 


Capital  outlay : 

District  debt  service.^. — : — 860,  000 

Public  building  construction 13, 154,  000 

Department  of  Highways  and  Traffic 400,  000 

Department  of  Sanitary  Engineering — — _ — 4,  000,  000 

Total  appropriation,  capital  outlay 17,  914,  000 

Prior  year  appropriations  available 6,  981,  200 

Appropriations  to  be  available  in  subsequent  years —6,303,000 


Total  funds  required,  capital  outlay 18,  592,  200 

Prior  year  deficiencies — 102,  772 


Total  funds  required 166,  556,  269 


1958  actual 

— $2,479,919 

490, 946 
468,  625 
132,  461 
108,  396 
753,  000 

— 1,  550,  000 

5,  983,  347 
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Supporting  statement  B— Obligations,  by  funds,  fiscal  year  1958 — Continued 

HIGHWAY  FUND 

Operating  expenses : actual 

Department  of  General  Administration $75, 190 

Office  of  Corporation  Counsel 43,  000' 

Metropolitan  Police 2,  081,  205^ 

Department  of  Buildings  and  Ground 29,  300 

Department  of  Highways  and  Traffic 4,  769,  037 

Department  of  Motor  Vehicles 1,  063,  792- 

Department  of  Sanitary  Engineering 99',  000* 

National  Capital  Parks 25,  000* 


Total  obligations,,  operating  expenses 8,  .185,  584 

Capital  outlay : Department  of  Highways  and  Traffic 14,  901,  000 

Prior  year  deficiencies 11,  327 


Total  funds  required 23,  097,  911 


WATER  FUND 

Operating  expenses: 

Department  of  General  Administration 15,  OOO 

Department  of  Sanitary  Engineering 3,  222,  401 

Washington  Aqueduct 2,  217,  896' 


Total  obligation,  operating  expenses 5,  455,  297 


Capital  outlay: 

District  debt  service.  211,  702 

Department  of  Sanitary  Engineering 3,  400,  000 

Washington  Aqueduct  190,  000 


Total  appropriation,  capital  outlay 3,  801,  702 

Prior  year  deficiencies 154 


Total  funds  required 9,  257, 153 


SANITARY  SEWAGE  WORKS  FUND 

Operating  expenses: 

Department  of  General  Administration 2,  950 

Department  of  Sanitary  Engineering 1,  840>  118* 


Total  obligation,  operating  expenses 1.  843,  068 


Capital  outlay : 

Department  of  Sanitary  Engineering 2,  OOO,  OOO 

Prior  year  appropriations  available 2,  20o'  000 


Total  appropriation,  capital  outlay 4,  2OO,  000 


Total  funds  required 3^  043_  qgg 


MOTOR  VEHICLE  PARKING  FUND 

Operating  expenses : 

Department  of  General  Administration 800 

Metropolitan  Police J ~~ gg 

Motor  Vehicle  Parking  Agency 34g’  735 


Total  funds  required 43g^  I35 


Total  funds  required,  all  funds 205, 392,  536; 


898 


TAX  COMTAUISONS  OF  MAJOR  TAXES  IN  THE  WASHINGTON 

METROPOLITAN  AREA 

Property  Taxes 

REAL  PROPERTY 

District  of  Columbia 

Hatos:  Average  effective  tax  rate  of  $1.26  per  $100  of  curect  market  value. 
The  actual  tax  rate  is  $2.30  per  $100  of  assessed  valuation.  The  assessment 
level  is  on  the  average  of  55  percent  of  market  value. 

Maryland 

Rates. — Montgomery  County:  Average  effective  tax  rate  of  $1.34  per  $100 
of  current  market  value  on  residential  property.  Actual  tax  rates  vary  from 
$2.3225  to  $3.1225  per  $100  of  assessed  valuation.  The  assessment  level  is 
reported  to  be  50  percent  of  market  value.  Effective  tax  rates  accordingly  vary 
from  $1.17  to  $1.56  per  $100  of  market  value.  The  actual  tax  rates  used  do 
not  include  a special  parking  lot  rate  varying  from  20  cents  to  54  cents  per 
$100  of  assessed  valuation  which  applies  only  to  business  properties  where  free 
parking  facilities  are  provided.  Town  rates  applicable  in  specific  areas  are 
excluded. 

Prince  Georges  County : Average  effective  tax  rate  of  $1.23  per  $100  of 
current  market  value.  Actual  tax  rates  vary  from  $2.2425  to  $2.6525  per  $100 
of  assessed  valuation.  The  assessment  level  is  reported  to  be  $50  percent 
of  market  value.  Effective  tax  rates  accordingly  vary  from  $1.12  to  $1.33 
per  $100  of  market  value.  Town  rates  applicable  in  specific  areas  are  excluded. 

Virginia 

Rates. — Arlington  County : Average  effective  tax  rate  of  $1.20  per  $100  of 
current  market  value.  The  actual  tax  rate  is  $3.54  per  $100  of  assessed  valu- 
ation. The  assessment  level  is  reported  to  be  34  percent  of  market  value. 

Alexandria : Average  effective  tax  rate  of  $0.94  per  $100  of  current  market 
value.  The  actual  tax  rate  is  $2.75  per  $100  of  assessed  valuation.  The  assess- 
ment level  is  reported  to  be  34  percent  of  market  value. 

Fairfax  County : Average  effective  tax  rate  of  $1.07  per  $100  of  current 
market  value.  Actual  tax  rates  vary  from  a minimum  of  $3.30  to  $3.37  per 
$100  of  assessed  valuation.  The  assessment  level  is  reported  to  be  32  percent 
of  market  value.  Effective  tax  rates  accordingly  vary  from  $1.06  to  $1.08  per 
$100  of  market  value. 

Falls  Church : Average  effective  tax  rate  of  $1.28  per  $100  of  current  market 
value.  The  actual  tax  rate  is  $2.84  per  $100  of  assessed  valuation.  The  assess- 
ment level  is  reported  to  be  45  percent  of  market  value. 
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Metropolitan  area  tax  burden  fiscal  year  1959 — family  of  4 owning  a residence  and 

a car 


INCOME,  $5,000 


Taxes 

District 
of  Co- 
lumbia 

Maryland 

Virginia 

Mont- 

gomery 

Prince 

Georges 

Arling- 

ton 

Alex- 

andria 

Falls 

Church 

Fairfax 

Income 

$38 

$39 

$39 

$47 

$47 

$47 

$47 

Real  property 

170 

181 

166 

162 

127 

173 

144 

Personal  property 

0 

0 

0 

32 

24 

23 

22 

Sales  

45 

42 

42 

0 

0 

0 

0 

Auto  tags 

22 

15 

15 

18 

17 

11 

20 

Total 

275 

277 

262 

259 

215 

254 

233 

INCOME,  $7,500 


Income 

$94 

$114 

$114 

$112 

$112 

$li:2- 

$112 

Real  property 

189 

201 

184 

181 

141 

192 

160 

Personal  property 

0 

0 

0 

45 

35 

31 

33 

Sales 

63 

63 

63 

0 

0 

0 

0 

Auto  tags 

32 

15 

15 

18 

17 

11 

20 

Total. 

378 

393 

376 

356 

305 

346 

325 

INCOME,  $10,000 


Income . . 

$155 

$189 

$189 

$225 

$225 

$225 

$225 

Real  property..  . _ ... 

253 

268 

246 

240 

188 

256 

214 

Personal  property..  . 

0 

0 

0 

73 

56 

49 

53 

Sales  . ..  . -. 

81 

81 

81 

0 

0 

0 

0 

Auto  tags - . . 

32 

23 

23 

18 

17 

11 

20 

Total . 

521 

561 

539 

556 

486 

541 

512 

INCOME,  $15,000 


Income  . . 

$310 

$339 

$339 

$475 

$475 

$475 

$475 

Real  property.  . . 

380 

402 

369 

360 

282 

384 

321 

Personal  property 

0 

0 

0 

114 

88 

77 

82 

Sales.  

118 

126 

126 

0 

0 

0 

0 

Auto  tags 

32 

23 

23 

18 

17 

11 

20 

Total  

840 

890 

857 

967 

862 

947 

898 
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J'l.'itiwnird  financial  status,  fiscal  year  1959  {based  on  revised  revenue  estimates  as  of 

Feb.  25,  1959) 


General 

fund 

Highway 

fund 

Water 

fund 

Sanitary. 

sewage 

works 

fund 

Motor 

vehicle 

parking- 

fund 

Total 

BEVENPE  AVAILARILITY 

Estimated  surplus  or  deficit 
at  heRinninK  of  year 

ITnexpendod  balance  released 
to  surplus 

Estimated  collections:  Reve- 
nues  

Federal  payment: 

Presently  available 

Pending  supplemental 

Total  estimated  Fed- 
eral payment 

Federal  loan 

$7, 860, 919 
2, 000, 000 

-$609, 887 
400, 000 

$482, 241 
100,000 

$185, 068 
5,000 

$1, 663, 842 
130.000 

$9,  582, 183 
2, 635, 000 

146, 160, 000 

14,  225,000 

6, 245, 000 

3, 824,  783 

827,000 

171,  281,  783 

20, 000, 000 
9, 000, 000 

431, 600 

1, 732, 000 

697, 000 

22, 860, 600 
9, 000, 000 

29, 000,000 

431, 600 
5,  500,000 

1, 732, 000 

697,000 

31, 860, 600 
5,  500, 000 

Total  estimated  Collection- 

Total  estimated  revenue 
availabiiity 

ESTIMATE  OF  APPROPRIATIONS 

Operating  expenses: 

Annual  appropriations 

Supplemental  Appropria- 
tion Act,  1959  

175, 160, 000 

20,156,600 

7, 977, 000 

4,  521,  783 

827,000 

208, 642, 383 

185, 020, 919 

19, 946,  713 

8,  559, 241 

4, 711, 851 

2, 620, 842 

220, 859, 566 

152, 374, 997 
47, 612 

8, 447, 013 

5,  773, 000 
14 

2,  536, 950 

399, 400 

169,  531, 360 
47, 626 

Salary  increases  (including 
retirement) : 

Classified 

Wage  board 

Policemen  and  firemen 

Teachers 

4,  583, 010 
1, 645, 435 
2, 869,  700 
3, 643, 668 

203, 322 
185,  565 
258, 900 

100, 000 
220, 000 

53, 000 
228, 000 

15, 400 

4, 939, 332 
2,  279, 000 
3, 144, 000 
3, 643, 668 

Total,  salary  increase. .. 
Other; 

Current  year 

12,  741, 813 

1, 151,  516 
139,  693 

647,  787 

320, 000 

281, 000 

15,400 

14, 006, 000 

1, 151.  516 
147,  484 

Prior  years  

Total  pending  supple- 
mental  

Total  estimated  operat- 
ing expenses  

Capital  outlay 

4,  212 

1,  834 

1,608 

137 

14,  033, 022 

651,  999 

321,  834 

282,  608 

15,  537 

15, 305,  000 

166,  455,  631 
20,  043,  500 

9,  099, 012 
11, 057,  600 

6,  094,  848 
1,  733,  000 

2, 819,  558 
1,  668,  000 

414,  937 

184,  883,  986 
34,  502, 100 

Total  enStimate  of  appro- 
priation  

1958  appropriations  financed 
in  1959 

186,  499, 131 
6,  303,  000 
-8, 350, 000 

20, 156,  612 

7,  827,  848 

4,  487,  558 

414, 937 

219,  386,  086 
6,  303,  000 
-8,  350,  000 

1959  ^appropriations  to  be 
1 financed  in  lOfiO 

Total  funds  required 

Surplus  or  deficit  at  end 
of  year .... 

184,  452, 131 

20, 156,  612 

7,  827,  848 

4,  487,  558 

414,937 

217,  339,  086 

568,  788 

-209,  899 

731,393 

224,  293 

2, 205, 905 

3,  520,  480 

Financial  status  of  loan  authorizations 
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Debt  liability 

Loan  for  capital  improvement  programs  (72  Stat.  183); 

Amount  authorized  (to  be  repaid  with  interest  over  a period 

of  30  years) $75,  000,  000 

Amount  appropriated:  1960  requested $19,  500,  000 

Amount  requisitioned 


Total  appropriation  not  yet  requisitioned 19,  500,  000 


Amount  unappropriated: 

Authorization $75,  000,  000 

Appropriation 19,  500,  000 

55,  500,  000 


Capper-Cramton  Act  (46  Stat.  482) : 

Amount  authorized 16,  000,  000 

Amount  of  repayment  (1959) $12,  206,  478 

Requested  for  1960 194,  371 

12,  400,  849 


Balance  to  be  repaid  on  potential  liability 3,  599,  151 

Amount  of  authorization  appropriated  (including 

1960  estimate) $15,  999,  828 


Amount  requisitioned  from  Treasury  (including 

1959  and  1960  estimates) 15,  360,  828 

Amount  of  payment  (including  1960  estimate)  __  12,  400,  849 


Balance  to  be  paid  on  actual  amount  bor- 
rowed  2,  959,  979 


Court  building  (61  Stat.  120;  62  Stat.  235): 

Amount  authorized $18,  665,  000 

Rescission  of  authorization  (Pub- 
lic Law  455,  82d  Cong.) 3,875,000 


Total 14,  790,  000 


Actual  cost  (final) 14,  780,  797 


District  of  Columbia  share,  50 

percent 7,  390,  398 

Less:  Allowance  for  land 2,  420,  000 


Net  cost  to  District  of  Columbia 4,  970,  398 

Amount  paid  through  1959 $795,  632 

Requested  for  1960 199,  000 

994, 632 


Balance  to  be  paid  at  rate  of  $199,000  for  20  years 3,  975,  766 

Hospital  facilities  in  the  District  of  Columbia  (60  Stat.  896;  65  Stat. 

657) : 

Amount  authorized $40,  730,  000 


Amount  of  District  of  Columbia 

share  (50  percent  basis) $18,  355,  000 

Amount  of  District  of  Columbia 

share  (30  percent  basis) 1,  206,  000 

Total,  District  of  Columbia  share 19,  561,  000 

Amount  of  repayment  through 

1959 - $13,257 

Requested  for  1960 0,  629 

^ 19,  886 


Balance  to  be  repaid  on  poten- 
tial liability 


19,  541,  114 
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Debt  liability 

Hospital  facilities  in  the  District  of  Columbia — Continued 


Amount  appropriated  for  Hospital 
Center' 

1948  $1,  700,  000 

1949  500,  000 

1955  4,  500,  000 

1956  9,  700,  000 

1957  5,  300,  000 

1958  1,  710,  000 

$23,  410,  000 

Amount  appropriated  for  grants; 

1953 11,  400,  000 

1956 1,  610,  000 

1958  290,  000 

Unappropriated 3,  000,  000 

1959  1,  020,  000 

17,  320,  000 


Total  appropriations 40,  730,  000 


Loan  for  expansion  of  water  system  (64  Stat.  195;  68  Stat.  103): 

Amount  authorized 35,  000,  000 

Amount  of  principal  repaid  through 

1959 $27",  230 

Amount  requested  for  1960 341,  000 

618, 230 


Balance  to  be  repaid  on  potential  liability  plus  interest 


Amount  appropriated: 

1951  

1952  

1953  

1954  

1955  

1956  

1957  

1958  

1960  requested 

Amount  requisitioned: 


$1,  405,  000 

5,  125,  000 

6,  900,  000 

4,  000,  000 

2,  550,  000 

3,  000,  000 

5,  300,  000 
1,  600,  000 
2,  800,  000 

$32,  680,  000 


1953  750,  000 

1954  1,  150,  000 

1956  2,  300,  000 

1957  3,  900,  000 

1958  2,  000,  000 


10,  100,  000 


Total  appropriation  not  yet  requisitioned  22,  580,  000 


Amoimt  unappropriated: 

Authorization $35,  000,  000 

Appropriated  (including  1960 

request) 32,  680,  000 

2,320,000 

Loan  for  highway  construction  (68  Stat.  110) : 

Amount  authorized  (to  be  repaid  with  interest  over  a period  of 

30  years) 

Amount  appropriated: 


1955  $3,  357,  000 

1956  6,  000,  000 

1957  5,  400,  000 

1958  6,  481,  100 

1959  5,  500,  000 

1960  13,  100,  000 


$34,  381,  770 


50,  250,  000 


$39,  838,  100 
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Debt  liability — Continued 

Ix)an  for  highway  construction — Continued 

Amount  requisitioned:  Through  fiscal  year  1958 
no  recjuisitions  have  been  made 


Total  appropriation  not  yet  requisitioned $39,  838,  100 

Amount  unappropriated: 

Authorization $50,250,000  -- 

Appropriations  (including  1960 

request) 39,  838,  100 

10,  411,  900 

Loan  for  sanitary  sewage  works  (68  Stat.  108) : 

Amount  authorized  (to  be  repaid  with  interest  over  a period  of 

30  years) _______________  $5,  000,  000 

Amount  appropriated: 

1955  $2,  050,  000 

1956  700,000 

1958 1,550,000 

$4,300,000 

Amount  requisitioned:  Through  fiscal  year  1958  . - 

no  requisitions  have -been  made— 


Total  appropriation  not  yet  requisitioned 4,  300,  000 

Amount  unappropriated:  " 

Authorization.  $5,000,000 

Appropriations 4,300,000 

700, 000 


191,  747,  801 


Total  liability: 

General  fund 102,  116,  031 

Highway  fund 50,250,000 

Water  fund 34,  381,  770 

Sanitary  sewage  works  fund 5,  000,  000 


Total 191,747,801 


Note. — In  addition  to  the  above,  a building  program  to  replace,  repair  and 
increase  facilities  at  St.  Elizabeths  Hospital  is  contemplated  at  an  estimated  cost 
of  $50,000,000  of  which  the  District  will  be  assessed  an  undeterminable  amount. 

Mr.  Jensen.  I am  pleased  to  see  my  old  friend,  Mr.  Fowler,  here. 

Mr.  Fowler.  Yes,  sir;  l am  delighted  to  see  you,  too. 

You  served  on  our  committee  well  and  faithfully  for  a long  time, 
and  we  are  glad  to  appear  before  you  again. 

Mr.  Jensen.  It  has  been  quite  some  years  since  I served  on  the 
District  of  Columbia  Subcommittee  on  Appropriations.  Mr.  Fowler 
was  across  the  table,  and  I always  liked  the  way  he  operated. 

Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Thomas.  Gentlemen,  it  has  been  nice  seeing  you.  Come  back 
to  see  us  again. 

Mr.  McLaughlin.  Thank  you,  Mr.  Chairman  and  gentlemen. 
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Thursday,  March  5, 1959, 
DEPARTMENT  OF  STATE 

WITNESSES 

LOY  W.  HENDERSON,  DEPUTY  UNDER  SECRETARY  FOR  ADMINIS- 
TRATION 

WILLIAM  0.  HALL,  DEPUTY  ASSISTANT  SECRETARY  FOR  BUDGET 
AND  FINANCE 

THOMAS  S.  ESTES,  DEPUTY  ASSISTANT  SECRETARY  FOR  OPERA- 
TIONS 

Mr.  Thomas.  We  have  before  us  today  the  Department  of  State. 

General  Statement 

Mr.  Henderson,  you  may  give  us  a general  statement  on  the  items 
included  in  the  supplemental  estimates. 

Mr.  Hjenderson.  Mr.  Chairman  and  members  of  the  committee,  you 
have  before  you  a request  for  supplemental  funds  for  the  current  year 
for  certain  of  the  appropriations  made  to  the  Department  of  State. 
These  supplemental  include  the  additional  amounts  required  as  a 
result  of  new  legislation  enacted  by  the  last  Congress;  for  increased 
costs  beyond  the  control  of  the  Department;  and  for  new  activities 
which  the  national  interest  dictates  we  proceed  immediately  to  imple- 
ment. 

Members  of  the  Department  are  present  to  justify  these  increased 
requirements  in  detail;  if  agreeable,  I would  like  to  submit  the  fol- 
lowing statement  for  the  record  and  to  summarize  it  briefly. 

j#  SALARIES  AND  EXPENSES 

Under  the  “Salaries  and  expenses”  appropriation,  which  finances 
the  basic  operations  of  the  Department  and  the  Foreign  Service,  we 
are  requesting  a supplemental  of  $6,875,000.  Of  this  total — 
$6,014,900  is  for  the  salary  increase  authorized  by  the  Public  Law 
85-462,  enacted  on  June  20, 1958. 

$41,100  for  increased  allowances  related  to  the  salary  increases. 
$25,863  for  the  cost  of  wage  increases  for  “wage  board”  employees 
that  became  effective  on  September  21, 1958,  and  January  11,  1959. 

$128,471  to  permit  the  establishment  of  a diplomatic  mission  in  a 
newly  independent  country,  Conakry,  Guinea.  The  U.S.  Embassy 
was  opened  there  on  February  13,  1959,  on  a skeleton  basis,  pending 
additional  funds. 

$23,465  for  the  special  immigration  program  authorized  by  Public 
Law  85-892,  enacted  September  2,  1958.  This  law  permits  the  issu- 
ance of  special  nonquota  immigrant  visas  to  Portuguese  citizens  in 
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tho  Azores  Islands  made  homeless  by  earthquakes,  and  the  issuance 
of  nonquota  immi<^rant  visas  to  Dutch  nationals  displaced  from 
Indonesia. 

1,0*28  to  permit  compliance  with  the  special  security  criteria  for 
refugees  and  escapees  as  recommended  by  the  National  Security 
Council. 

$31,17)5  for  increased  consular  activity  in  Poland  as  a result  of 
the  reopening  of  registration  of  the  nonpreference  portion  of  the 
immigration  quota. 

$438,000  for  increased  foreign  service  communications  costs.  Of 
this  amount  $74,800  results  from  a telegraph  rate  increase  that  went 
into  effect  on  August  1,  1958.  The  remainder  is  attributable  to  in- 
creased telegraph  volume  and  courier  service  as  a result  of  the  recent 
world  crises  and  imposition  of  restrictions  by  certain  countries  in  the 
Middle  East. 

$141,000  for  staff  to  strengthen  the  Department’s  ability  to  cope 
with  the  increasing  world  Communist  political  and  economic  activity. 

CONTRIBUTIONS  TO  INTERNATIONAL  ORGANIZATIONS 

Under  the  appropriation,  “Contributions  to  international  organiza- 
tions,” we  are  requesting  supplemental  funds  in  the  amount  of 
$4,943,146.  This  sum  is  needed  to  pay  the  U.S.  share  of  that  portion 
of  the  costs  which  have  been  assessed  for  maintaining  the  United 
Nations  Emergency  Force  in  the  Middle  East  for  the  calendar  year 
1959.  As  you  know,  this  force  was  established  in  November  1956 
in  connection  with  the  Suez  crises  and  serves  to  maintain  stability  on 
the  Egyptian-Israeli  border.  The  United  Nations  has  an  urgent 
need  for  cash  in  order  to  meet  expenditures  for  this  force  for  the 
calendar  year  1959. 

INTERNATIONAL  CONTINGENCIES 

We  are  in  a serious  financial  situation  under  the  “International 
contingencies”  appropriation,  which  finances  the  cost  of  U.S.  partici- 
pation in  international  conferences.  We  are  requesting  a supple- 
mental of  $1,200,000.  This  appropriation  not  only^  finances  the  cost 
of  State  Department  participants,  but  also  participants  of  other 
agencies  who  make  up  the  official  delegation.  The  need  is  urgent  for 
immediate  relief  in  order  to  continue  participation  in  international 
conferences  during  the  remainder  of  the  current  fiscal  year.  The  need 
for  additional  funds  arises  primarily  because  of  those  international 
conferences,  such  as  the  nuclear  testing  conference  now  going  on  in 
Geneva,  for  which  funds  were  not  budgeted  in  the  fiscal  year  1959 
appropriation.  Included  in  the  supplemental  request  are  funds  for 
some  kind  of  a high-level  meeting  on  Berlin  which  is  likely  to  be 
scheduled  shortly. 

EMERGENCIES  IN  THE  DIPLOMATIC  AND  CONSULAR  SERVICE 

Under  the  appropriation  for  “Emergencies  in  the  Diplomatic  and 
Consular  Service”  we  have  submitted  a supplemental  for  $995,000. 
Of  the  $995,000  request,  $495,000  is  to  cover  the  unusual  and  unantici- 
pated costs  of  evacuating  dependents  from  Lebanon,  Iraq,  and  Jordan 
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during  the  crisis  there.  The  remaining  $500,000  is  for  special  classi- 
fied activities. 

INTERNATIONAL  BOUNDARY  AND  WATER  COMMISSION,  UNITED  STATES  AND 

MEXICO 

Under  the  “Operation  and  maintenance”  appropriation  for  the  In- 
ternational Boundary  and  Water  Commission,  United  States  and 
Mexico,  we  are  requesting  supplemental  funds  in  the  arnount  of 
$991,500.  Of  this  amount  $38,400  is  to  cover  “wage  board”  increases 
granted  during  the  current  year  and  $41,500  for  increased  pay  costs 
occasioned  by  Public  Law  85-462.  The  remaining  $911,600  is  for 
emergency  repair  of  the  flood  damages  caused  by  the  record  floods  on 
the  Kio  Grande  this  past  fall. 

PAYMENT  TO  THE  PHILIPPINE  GOVERNMENT 

Under  a special,  one-time  appropriation  we  are  requesting  $23,- 
862,751  for  “Payment  to  the  Philippine  Government.”  This  appro- 
priation is  for  the  purpose  of  providing  an  equitable  final  settlement 
to  the  Philippine  Government  for  changes  in  the  gold  value  of  their 
reserves  held  in  the  United  States  that  were  caused  by  the  devalua- 
tion of  the  U.S.  dollar  in  1934.  The  appropriation  would  be  derived 
from  receipts  related  to  the  devaluation  of  the  dollar  which  have 
already  been  set  aside  in  the  Treasury.  The  payment  for  which  we 
are  now  seeking  an  appropriation  was  authorized  by  the  Congress 
under  Public  Law  73-419. 

Present  with  me  are  members  of  the  Department  of  State,  including 
Mr.  Eobertson,  Assistant  Secretary  of  State  for  F ar  Eastern  Affairs ; 
Mr.  Satterthwaite,  Assistant  Secretary  of  State  for  African  Affairs ; 
Mr.  Wilcox,  Assistant  Secretary  of  State  for  International  Organiza- 
tion Affairs ; and  Colonel  Hewitt,  Commissioner  of  the  United  States 
Section  of  the  International  Boundary  and  Water  Commission.  They 
are  prepared  to  speak  to  the  details  of  the  supplemental  funds  requests 
being  made. 

Mr.  Thomas.  Now,  you  may  give  us  a short  summary. 

Mr.  Henderson.  You  will  note  that  we  are  requesting  a supple- 
mental salary  and  expenses  appropriation  of  $6,875,000.  Of  this 
amount  $6,014,900  is  for  the  salary  increases  authorized  by  Public 
Law  85-462  of  June  20,  1958 ; $41,100  for  increased  allowances  relat- 
ing to  these  salary  increases ; and  $25,863  for  the  cost  of  wage  increases 
for  what  is  referred  to  as  “wage  board”  employees.  The  total  re- 
quested by  us,  therefore,  for  salary,  wage,  and  allowance  increases  is 
$6,081,863.  In  addition,  under  salaries  and  expenses,  we  are  request- 
ing $128,471  to  permit  the  establishment  of  a diplomatic  mission  at 
Conakry,  Guinea;  $23,465  for  the  special  immigration  program  au- 
thorized by  Public  Law  85-892  of  September  2, 1958.  (This  law  per- 
mits the  issuance  of  special  nonquota  immigration  visas  to  Portuguese 
citizens  in  the  Azores)  ; $31,028  to  permit  compliance  with  special 
security  criteria  for  refugees  and  escapees  as  recommended  by  the 
National  Security  Council;  $31,173  for  increased  consular  activities  in 
Poland  as  a result  of  the  reopening  of  registrations  under  the  non- 
preference portion  of  the  immigration  quota ; $438,000  for  increased 
Foreign  Service  communication  costs;  and  $141,000  for  staff  to 
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str(Mi<rthon  Uu*,  Dep'artnient’s  ability  to  cope  with  the  increasing  inter- 
national rominnnist  offensive  against  the  free  world  in  general,  and 
t)\e  United  States,  in  particular. 

In  addition  to  snppleinentary  requests  for  salaries  and  expenses, 
it  will  be  noted  that  we  ai*e  seeking  relief  under  a number  of  other 
a|)|)i’opi'iations. 

AV  e are  requesting  a supplementary  amount  of  $4,943,146  under  the 
appropriation  “Contributions  to  international  organizations.”  This 
sum  is  needed  to  pay  the  U.S.  share  of  that  portion  of  the  cost  which 
has  bex'.n  assessed  for  maintaining  the  U.N.  emergency  force  in  the 
Middle  East  for  the  calendar  year  1959. 

You  will  note  that  we  are  also  requesting — 

(1)  An  additional  $1,200,000  under  the  appropriation  “Inter- 
national contingencies”  in  order  to  finance  the  cost  of  U.S.  partici- 
pation in  international  conferences.  The  need  for  this  supple- 
ment is  urgent  if  we  are  to  continue  participation  in  a number 
of  international  conferences  which  it  is  clear  will  be  held  during 
the  remainder  of  the  fiscal  year. 

(2)  An  additional  $995,000  under  the  appropriation  “Emer- 
gencies in  the  Diplomatic  and  Consular  Service”  to  cover  the  un- 
usual and  unanticipated  cost  of  evacuating  dependents  from 
Lebanon,  Iraq,  and  J ordan  and  to  finance  certain  special  classified 
activities. 

(3)  An  additional  amount  of  $991,500  under  the  appropriation 
^‘International  Boundary  and  Water  Commission,  United  States 
and  Mexico”  for  emergency  repair  of  unanticipated  flood  damages 
and  to  meet  increased  costs  occasioned  by  Public  Law  85-462. 

(4)  $23,862,751  under  a new  appropriation  “Payment  to  the 
Philippine  Government.”  This  appropriation  is  for  the  purpose 
of  equitable,  final  settlement  to  the  Philippine  Government  for 
changes  in  the  gold  value  of  their  reserves  held  in  the  United 
States  that  were  caused  by  the  devaluation  of  the  U.S.  dollar  in 
1934. 

Mr.  Thomas.  That  was  a crisp,  precise  statement. 

Salaries  and  Expenses 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activitias: 

Direct  obligations: 

1.  Executive  direction  and  policy  formulation 

2.  Conduct  of  diplomatic  and  consular  relations  with 

foreign  countries 

3.  Conduct  of  diplomatic  relations  with  international 

$10, 904, 835 

81, 620, 546 

1,757, 044 
1,  434,  250 
3,  754, 494 
11,  507, 872 
-1,695,623 
-6,  014, 900 

$10, 958, 179 

82, 352, 431 

1,  757, 044 
1,  434,  250 
3,  754, 494 
11,  582,  743 
-1, 695,  623 

$53, 344 
731, 885 

4.  Domestic  public  information  and  liaison 

6.  Administrative  and  staff  activities 

7.  1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 

74, 871 
6,014,900 

Total  direct  obligations 

Reimbursable  obligations 

103,  268, 518 
59, 100, 000 

110, 143, 518 
59, 100, 000 

6,  875, 000 

Total  obligations 

Einancing:. 

162,  368,  518 

1,695,623 
-2, 664, 141 
-58,  799,  000 
-301,000 

169,  243,  518 

1,695,623 
-2,  664, 141 
-58,  799, 000 
-301,000 

6, 875, 000 

Comparative  transfers  from  (— ) other  accounts 

Advances  and  reimbursements  from  other  accounts. 

Non- Federal  sources..-  . 

New  obligational  authority 

102,  300,  000 

109,175,  000 

6,  875, 000 
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Object  classification 


Presently 

available 

Revised 

estimate 

Increase 

Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

Personal  service  obligations: 

Permanent  positions  

21, 422 
20, 

20,  948 

21, 529 
56 
20,  776 
21, 056 

107 
1 

28 

108 

$101,  859, 755 
291,  561 
13, 486, 328 

$102, 015, 614 
296, 061 
13,  545,  549 

$155, 859 
4,500 
59,  221 

Positions  other  than  permanent 

Other  personal  services.  . 

Total  personal  service  obligations 

Direct  obligations: 

^ 01  Personal  services 

115,  637, 644 

115, 857, 224 

219,  580 

82, 876, 193 
8,  262, 974 
4,  601, 369 
3, 180, 105 
2, 058, 174 
778,  612 
3, 096, 448 
130, 950 
1, 765, 187 
1,  651, 541 
2, 525, 251 
21, 470 
30, 767 
-1,695,623 
-6, 014, 900 

83, 095, 773 
8, 281, 784 
4, 637, 737 
3, 625, 144 
2, 099, 156 
778, 878 
3,109,825 
145, 950 
1, 771, 651 
1,715,027 
2,  525, 979 
21, 470 
30, 767 
-1,695, 623 

219, 580 
18, 810 
36, 368 
445, 039 
40, 982 
266 
13, 377 
15,000 
6, 464 
63, 486 
728 

02  -Travel 

03  Transportation  of  things..  . 

04  Communication  services. 

05  Rents  and  utility  services ...  

06  Printing  and  reproduction..  ..  . .. 

07  Other  contractual  services.  ..  . ..  . 

Services  performed  by  other  agencies 

08  Supplies  and  materials . ...... 

09  Equipment.  . ..  . 

11  Grants,  subsidies  and  contributions. 

13  Refunds,  awards  and  indemnities..  ....  . . . . 

15  Taxes  and  assessments ..  . .. 

1959  program  obligated  in  1958 ....... 

Supplemental  required  for  pay  increases .. 

Total  direct  obligations..  . ..  

Reimbursable  obligations ... 

6, 014, 900 

103, 268, 518 

110, 143, 518 

6, 875, 000 

59, 100, 000 

59, 100, 000 

Total  obligations . . ..  .. 

162, 368, 518 

169, 243,  518 

6, 875, 000 

The  first  item  is  for  salaries  and  expenses  in  the  amount  of 
$6,875,000. 

Please  insert  at  this  point  in  the  record,  the  justification  page. 

(The  page  follows :) 

(H.  Doc.58) 

Salakies  and  Expenses,  State 


Request  (for  3 months  from  Apr.  1,  1959) $6,  875,  000 

Appropriation  to  date 102,  300,  000 

Obligation  to  Dec.  31,  1958 54,  651,  862 

Expenditures  to  Dec.  31,  1958 43,  487,  778 

Budget  estimate  next  fiscal  year 119, 100,  0(X) 

Employment : 

Average  number  current  appropriation 13,  318 

Number  involved  this  estimate 107 

Actual  employment  Dec.  31, 1958 12,  825 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  supplemental  estimate  provides  for  (1)  strengthening  the  Department’s 
ability  to  cope  with  increasing  world  Communist  political  and  economic  activity, 
(2)  establishment  of  a diplomatic  mission  at  Conakry,  Guinea,  (3)  issuance  of 
special  nonquota  immigrant  visas  to  Portuguese  citizens  in  the  Azores  Islands 
and  visas  to  Dutch  nationals  as  authorized  by  Public  Law  85-892,  (4)  screen- 
ing of  refugees  and  escapees,  (5)  screening  and  processing  of  nonpreference 
Polish  visa  cases,  (6)  wage  board  increases,  (7)  increased  Foreign  Service 
communication  costs,  and  (8)  increased  pay  act  costs  resulting  from  the  enact- 
ment of  Public  Law  85-462. 

Mr.  Thomas.  You  are  seeking  a deficiency  of  $6,875,000  ? 

Mr.  Henderson.  Yes,  sir. 
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Mr.  T iioMAS.  And  you  have  some  seven  items? 

Mr.  Henderson.  Yes,  sir. 

SUMMARY  OF  REQUIREMENTS 

Mr.  Thomas.  We  will  insert  pages  7 through  16  in  the  record  which 
gives  a breakdown  of  your  seven  items. 

(The  pages  referred  to  follow :) 

Summary  of  increased  requirements,  hy  program 


Positions 

Amount 

required 

Domestic 

Foreign 

Service 

Americans 

Foreign 

Service 

locals 

Total 

strengthening  of  Department’s  ability  to 
cope  with  increasing  world  Communist 

political  and  economic  activity 

Establishment  of  diplomatic  mission, 
Conakry,  Guinea 

36 

4 

4 

5 
3 

2 

13 

15 

25 

36 

6 

17 

20 

28 

$141,000 

128, 471 

23, 465 
31, 028 
31, 173 
25, 863 

438, 000 

Public  Law  85-892  special  immigration 
program --  --  

Screening  of  refugees  and  escapees 

Noiipreference  Polish  visas..  ...  ._.  . . 
Wage  board  increases..  . . . 

Increased  Foreign  Service  communications 
costs 

Subtotal ... 

Increased  pay  act  costs  (Public  Law  85- 
462) 

36 

16 

55 

107 

819,000 

6, 014, 900 
41, 100 

Allowance  increases  related  to  increased 
pay  act  costs .. 

Total 

36 

16 

55 

107 

6,875,000 

Mr.  Thomas.  Strengthening  of  the  Department’s  ability  to  cope 
with  increasing  world  Communist,  political,  and  economic  activity, 
$141,000;  establishment  of  diplomatic  mission,  Conakry,  Guinea, 
$128,471 ; special  immigration  program,  $23,465 ; screening  of  refugees 
and  escapees,  $31,028 ; nonpreference  Polish  visas,  $31,173 ; wage  board 
increases,  $25,863 ; increased  Foreign  Service  communications  costs, 
$438,000;  and  increased  pay  act  costs,  $6,014,900,  and  allowance  in- 
creases relating  to  increased  pay  act  costs,  $41,100. 
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STRENGTHENING  OF  THE  DEPARTMENT’S  ABILITY  TO  COPE  WITH 
INCREASING  WORLD  COMMUNIST  ACTIVITIES 

We  will  insert  page  8 of  the  justifications  in  the  record  at  this  point. 
(The  page  referred  to  follows:) 

Justification 


Strengthening  of  the  Department^ s ability  to  cope  with  increasing  world  Communist 

political  and  economic  activity 


Number  of 
positions 

Annual  rate 

Office  of  the  Under  Secretary  for  Economic  Affairs __ 

12 

$115, 671 
74, 736 
157, 666 

Office  of  the  Dep’itv  Under  Secretary  for  Political  Affairs 

7 

Bureau  of  European  Affairs  - _ _ . . _ 

17 

Total  number  of  permanent  positions  and  annual  rate. 

Deduct  lapse..  _ . . ._  

36 

-27 

348,  073 
-261, 491 

Net  permanent  personal  services ...  _ ._ 

9 

86,  582 
4,  500 
49,  918 

Miscellaneous  salary  expenses  (when-actually-employed  consultants) . 

Nonsalary  expenses ....  _ 

Total  net  funds  required.  . . 

141,  000 

With  the  supplemental  funds  requested  it  is  proposed  to  establish  a separate 
OflSce  of  Soviet  Affairs  in  the  Bureau  of  European  Affairs  (in  place  of  the 
present  Soviet  “Desk”)  with  sufficient  staff  to  handle  the  heavy  burden  of  our 
relations  with  the  Soviet  Union.  In  addition  it  is  proposed  to  establish  staffs  in 
the  Office  of  the  Under  Secretary  for  Economic  Affairs  and  in  the  Office  of  the 
Deputy  Under  Secretary  for  Political  Affairs  which  would  concentrate  on  the 
activities  by  which  international  communism  is  endeavoring  to  achieve  its  aims 
in  various  parts  of  the  world.  These  units  would  follow  closely  the  various 
channels  through  which  the  Communist  countries  are  endeavoring  to  disseminate 
world  revolution,  and  would  become  the  arsenal  for  resisting  and  attacking  along 
political,  economic,  cultural,  informational,  and  psychological  lines,  the  forces 
of  international  communism. 

Let  us  take  a quick  look  at  item  No.  1,  strengthening  of  the  Depart- 
ment’s ability  to  cope  with  increasing  world  Communist  political  and 
economic  activity,  where  you  are  requesting  $141,000.  Is  that  all 
salary  increase  ? 

Mr.  Henderson.  It  is  all  salary  increase  except  for  certain  expenses 
accompanying  the  increase. 

Mr.  Thomas.  Break  it  down  right  quick.  There  are  36  jobs  ? 

Mr.  Hall.  That  is  correct. 

Mr.  Thomas.  At  a total  cost  of  what  for  the  jobs  ? 

Mr.  Hall.  The  annual  rate  is  $348,073. 


S7458— 59 58 
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Mr.  I'jiOMAs.  Where  will  they  l>e  located,  in  the  continental  United 
Siiites'^ 

.\fr.  Hall.  Yes. 

Mi-.  dhioMAK.  In  the  District  here? 

Mr.  Hall.  Yes. 

M r.  1 1 Kxi)KKS(  )v.  Eleven  officers  and  six  clerks  to  be  used  to  establish 
an  office  for  Sovi(*t  All'aii-s  in  the  Bureau  of  European  Affairs. 

Mr.  Thomas.  That  will  be  17.  Wliere  are  the  others? 

Mr.  IIexdkksox.  Seven  officers  and  five  clerks  under  Mr.  Dillon,  to 
take  the  leadership  in  the  economic  sector  of  our  struggle  with  the 
international  Communist  offensive,  and  four  officers  and  three  clerks 
in  the  office  of  tlie  Dieputy  Under  Secretary,  Mr.  Murphy,  Depjuty 
Secretary  of  Political  Affairs. 

Mr.  T HOMAS.  What  part  of  our  $141,000  is  the  salary  cost  of  three 
activities? 

^Ir.  Hall.  The  salary  cost  would  be  $86,582. 

Mr.  Thomas.  And  the  remainder  is  other  objects  ? 

Mr.  Hall.  $49,918  is  other  objects,  and  then  $4,500  for  consultants. 

Mr.  Thomas.  Is  this  a guess  figure  here?  You  are  putting  these 
into  three  different  offices? 

Mr.  Hall.  Three  different  offices. 

Mr.  Bow.  This  is  a matter  that  is  being  gone  into  very  thoroughly 
by  the  regular  committee  at  the  present  time — the  establishment  of 
these  new  offices.  This  is  something  new. 

establishmej^t  of  diplomatic  mission  in  guinea 

Mr.  Thomas.  What  about  the  establishment  of  a diplomatic  mission 
in  Guinea,  $128,471? 

Mr.  Henderson.  Guinea  became  an  independent  country  in  October 
1958. 

Mr.  Thomas.  Please  place  in  the  record  at  this  point  page  9 of  the 
justification. 


Establishment  of  diplomatic  mission  at  Conakry,  Guinea 


Foreign 
Service 
American  ,< 
positions 

Foreign 
Service 
local  posi- 
tions 

Total 

Foreign 

Service 

positions 

Net  per- 
sonal serv- 
ice costs 

Permanent  positions,  Bureau  of  African  Affairs 

4 

2 

6 

$18,032 

94,048 

Nonsalary  costs,  Bureau  of  African  Affairs 

Total,  Bureau  of  African  Affairs 

4 

2 

6 

112, 080 
14, 027 
2,364 

Activities  of  Deputy  Assistant  Secretary  for  Personnel. 
Activities  of  Deputy  Assistant  Secretary  for  Operations. 

Total  net  funds  required 

128,  471 

The  rapid  and  unforeseen  emergence  of  Guinea  from  dependent  status  as  a 
member  in  the  French  Union  to  complete  independence,  which  was  proclaimed 
in  October  1958,  now  makes  it  essential  that  the  United  States  establish  an 
Embassy  in  Conakry,  the  capital  of  Guinea.  In  the  French  constitutional 
referendum  of  September  28,  1958,  Guinea  was  the  only  territory  which  chose 
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immediate  independence  in  preference  to  some  kind  of  association  with  the  new 
French  community.  Shortly  thereafter  the  Republic  of  Guinea  was  recognized 
hy  a number  of  other  countries,  including  the  U.S.S.R.,  the  United  Kingdom, 
the  United  Arab  Republic,  and  the  United  States.  In  addition,  Guinea  was 
recently  admitted  to  full  membership  in  the  United  Nations. 

It  is  necessary  for  the  U.S.  Government  to  receive  reliable  reporting  of  events 
and  current  information  on  policies  and  attitudes  which  will  be  adopted  by  the 
only  territory  to  leave  the  former  French  Union.  The  swift  march  of  African 
nationalism  and  the  need  of  the  United  States  to  be  informed  of  events  in  this 
imique  new  country  require  the  earliest  establishment  of  this  new  Embassy. 

Mr.  Thomas.  Is  this  all  for  salaries  ? 

Mr.  Hakl.  Yes,  six  jobs,  and  then  there  are  supporting  costs, 
$14,000  in- the  personnel  office  for  travel  of  the  dependents  and  officers, 
and  $2,354  for  supplies,  materials,  and  equipment. 

Mr.  Thomas.  This  is  going  to  support  the  six  employees  and  their 
families  for  the  year  ? 

Mr.  Hall.  This  will  be  for  the  balance  of  1959. 

Mr.  Thomas.  On  an  annual  basis  what  will  it  cost  ? 

Mr.  Hall.  $112,080  for  this.  We  are  using  funds  that  were  orig- 
inally provided  for  establishing  a consulate  at  Marrakech  to  get  the 
Embassy  started  at  Conakry. 

Mr.  Thomas.  Do  you  mean  that  the  annual  cost  is  only  going  to  be 

$112,000? 

Mr.  Hall.  For  this  increase. 

Mr.  Thomas.  What  will  be  the  annual  cost  for  the  establishment 
of  the  mission?  You  are  requesting  $128,471  on  a 3 months’  basis. 
It  would  not  be  in  that  same  proportion  for  a year  ? 

Mr.  Hall.  The  total  cost  is  $221,320. 

. Mr.  Thomas.  On  an  amiual  basis  ? 

Mr.  Hall.  Yes. 

SCREENING  OF  REFUGEES  AND  ESCAPEES 


Mr.  Thomas.  What  about  the  screening  of  refugees  and  escapees, 
$31,028? 


Mr.  Hall.  This  is  for  taking  care  of  the  increased  security  re- 
quirements on  clearance  of  refugees’  visas,  and  also  includes  the  addi- 
tional positions  required  for  the  visas  authorized  for  the  Netherlands 
and  the  Azores  imder  emergency  legislation. 

Mr.  Thomas.  These  items  all  add  up  to  107  employees.  Do  you 
have  to  have  these  additional  employes  here  in  this  section  ? 

Mr.  Hall.  Yes. 


INCREASED  FOREIGN  SERVICE  COMMUNICATION  COSTS 

Mr.  Thomas.  What  about  your  increased  Foreign  Service  com- 
munication costs?  What  is  that? 

Mr.  Hall.  It  consists  of  two  items,  the  extra  costs  arising  from 
the  Middle  East  crisis  and  the  other  item  involves  an  item  that  I 
would  like  to  mention  off  the  record. 

(Discussion  off  the  record.) 

Mr.  Thomas.  We  will  insert  page  14  in  the  record  at  this  point. 
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(The  pa^e  follows:) 

Tele^^^al)hic  wsts  paid  in  Washington  : 

To  provide  funds  to  cover  international  rate  increases,  applicable 
to  messages  originating  in  the  United  States,  effective  August  1, 

ll»r)8,  estimated  at  $0,800  per  month,  for  11  months $74,800 

To  i)rovide  additional  funds  to  cover  volume  of  telegraphic  trafl5c 
in  liscal  year  1059,  projected  on  current  statistics,  which  reveal 
that  costs  are  running  at  a rate  of  approximately  $19,000  per 

month  in  excess  of  tiscal  year  1959  estimates 225,200 

Courier  travel  expenses: 

To  provide  funds  required  to  cover  increased  costs  of  travel,  per 
diem  and  excess  baggage  attributable  to  the  Mideast  crisis, 
due  to  loss  of  normal  ticket  purchase  procedures 13,  000 

Subtotal 313,  000 


Grand  total  estimate  for  increased  communications  costs 438,  000 

(Discussion  off  the  record.) 

Mr.  Thomas.  What  is  your  courier  expense  ? 

Mr.  Hall.  $13,000,  and  the  big  item  that  I mentioned  off  the  record 
is  $300,000.^ 

(Discussion  off  the  record.) 

Mr.  Thomas.  How  much  of  this  figure  of  $438,000  is  an  estimated 
figure  ? . ^ 

Mr.  Hall.  This  is  based  on  our  actual  experience  for  the  period 
up  to  date.  It  is  a projection  of  those  statistics  for  the  balance  of 
the  year.  To  that  extent  it  is  estimated. 

Mr.  Thomas.  Of  this  $438,000  how  much  have  you  already 
expended  ? 

Mr.  Estes.  I think  that  I would  have  to  supply  a record  of  ex- 
penditures to  date  for  the  record. 

Mr.  Thomas.  A half,  a third,  or  what? 

Mr.  Estes.  Better  than  a half.  The  rate  increase  started  last 
August. 

Mr.  Thomas.  Mr.  Bow,  do  you  have  a pretty  good  guess  on  this? 

Mr.  Bow.  I think  about  half.  We  have  gone  into  this. 

Mr.  Thomas.  What  about  this  $6,014,900  pay  act  increase?  Is  that 
your  total  increase  ? 

Mr.  Hall.  Yes. 

Mr.  Thomas.  Have  you  absorbed  any  of  it  ? 

Mr.  Hall.  No,  sir. 
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Thursday,  March  5, 1959. 

Emergench:s  in  the  Diplomatic  and  Consular  Service 

WITNESSES 

WILLIAM  O.  HALL,  DEPUTY  ASSISTANT  SECRETARY  FOR  BUDGET 
AND  FINANCE 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities:  Direct  obligations:  Unforeseen  emer- 

gp.TW’ips  (t.nt.al  nhligntinns) 

$1, 000, 000 

$1,995,000 

$995, 000 

Financing:  Appropriation  (new  obligational  authority) 

1, 000, 000 

1,995, 000 

995,000 

Object  classification 


Presently 

available 

Revised 

estimate 

Increase 

TTTivoncbftrftd  _ 

$1,000,000 

$1, 995, 000 

$995, 000 

Mr.  Thomas.  The  committee  will  come  to  order.  We  will  now  take 
up  the  item  of  “Emergencies  in  the  diplomatic  and  consular  service,” 
. where  you  are  asking  for  $995,000. 


GENERAL  STATEMENT 

Mr.  Hall.  Mr.  Chairman  and  members  of  the  committee,  the 
amount  contained  in  House  Document  58  for  “Emergencies  in  the 
diplomatic  and  consular  service”  is  $995,000. 

The  estimate  includes  $495,000  to  meet  the  unanticipated  costs  of 
evacuating  dependents  of  Foreign  Service  personnel  from  Iraq,  Leb- 
anon, and  Jordan  during  the  crisis  last  summer  and  $500,000  for  a 
special  classified  project. 

Of  the  $495,000  requested  for  emergency  and  evacuation  costs  $120,- 
123  is  required  for  travel,  $250,856  for  special  cost-of-living  allow- 
ances, ^22,308  for  separate  maintenance  allowances,  $72,7 68  for  hard- 
ship differentials,  $18,672  for  contractual  services,  $8,993  for  overtime, 
and  $1,280  for  supplies. 

In  connection  with  the  evacuation  the  Department  authorized 
payment  of  special  cost-of-living  allowances  or  separate  maintenance 
allowances  in  lieu  of  per  diem  for  official  personnel  and  their  families. 
The  special  cost-of-living  allowance  authorized  provided  payments 
based  on  the  per  diem  rate  at  the  safe-haven  post  for  the  first  30  days 
and  two-thirds  of  that  rate  thereafter  until  return  of  the  evacuees  to 
the  post  or  transfer  of  the  employee.  A separate  maintenance  allow- 
ance was  paid  to  employees  whose  dependents  for  compelling  reasons 
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\v(*ro  i-eturned  to  the  United  States  or  in  those  cases  where  dependents 
\\(‘r(^  unahlo  tx)  {iccompany  employees  assigned  to  evacuated  posts. 
Uie  additional  funds  for  salary  differentials  are  needed  to  meet  the 
(‘Xt  i-a  costs  resulting  from  higher  differential  rates  caused  by  the  crisis. 

The  estimate  also  cover's  the  costs  of  travel  of  evacuees  to  safe-haven 
l>osts,  including  return  to  the  United  States  when  justified  for  reasons 
of  health  or*  other  emergency  factor's.  The  evacuation  from  Baghdad 
was  accomplished  by  means  of  four  chartered  planes.  This  method 
of  evacuation  was  used  in  lieu  of  commercial  transportation  which 
would  have  been  more  expensive  and  inadvisable  under  the  circum- 
stances. 

Pixpenses  incurred  at  Rome  which  was  designated  as  the  safe-hav^B 
post  totaled  $28,945,  including  $18,672  for  contractual  services,  $8,99S^ 
for  overtime  and  $1,280  for  emergency  supplies. 

Mr.  Chairman,  this  completes  my  formal  statement  I will  be  glad 
to  answer  any  questions  you  may  have  regarding  the  estimate  for 
evacuation. 

With  your  permission  I will  discuss  our  request  for  the  special  classic 
fied  project  off  the  record. 

Mr.  Thomas.  Page  1 of  your  justifications  states : 

Additional  funds  are  requested  to  provide  the  costs  of  emergency  project^ 
and  evacuation  of  dependents  of  Foreign  Service  personnel  from  certain  coun- 
tries in  the  Middle  East  and  for  special  project  planning  for  the  preservation  of 
life  or  property. 

You  have  only  two  items  here,  $495,000  for  emergency  and  evacua- 
tion costs  to  meet  the  anticipated  costs  of  evacuating  dependents  of 
Foreign  Service  personnel  from  Iraq,  Lebanon  and  Jordan.  Gould 
you  get  by  without  the  $500,000  for  special  project  planning? 

JUSTIFICATION  OF  ESTIMATES  FOR  EMERGENCY  AND  EVACUATION  COSTS 

We  will  insert  pages  4,  5,  and  6 in  the  record. 

(The  pages  referred  to  follow :) 

Justification 

LEBANON 

Internal  disorders  began  in  Lebanon  early  in  1958  with  sporadic  but  increasing 
bombings.  On  May  3 anti-government  elements  launched  an  insurrection  osten- 
sibly aimed  at  preventing  the  reelection  of  President  Chamoun. 

As  the  civil  disturbances  spread,  USIS  branch  libraries  in  Tripoli  and  Beirut 
were  destroyed.  Increasing  danger  to  American  lives  became  apparent.  As 
a result,  from  June  15  on,  for  a period  of  several  weeks,  a total  of  279  dei>endents 
of  U.S.  Government  personnel  were  evacuated  to  Italy  by  regularly  scheduled 
commercial  aircraft.  Some  700  private  American  citizens  elected  to  depart  Leb- 
anon during  the  same  period  at  their  own  expense.  At  the  same  time  a ban  was 
placed  on  the  travel  to  Lebanon  of  all  dependents  of  newdy  assigned  personnel 
there. 

Meanwhile  the  American  Embassy  at  Rome  established  an  emergency  section 
to  meet  evacuees  at  the  airport,  to  arrange  for  their  transportation  to  hotels 
where  reservations  had  been  made  and  to  provide  the  usual  welfare  and  pro- 
tection services  afforded  to  all  Ame^dcans  in  need  of  assistance  abroad. 

Evacuees  from  Lebanon  were  authorized  to  return  to  their  posts  on  October 
18,  shortly  before  the  departure  of  the  remaining  U.S.  military  forces  in  the 
country,  any  further  danger  to  American  lives  by  then  having  been  minimized 
by  the  establishment  of  a new  government  and  the  restoration  of  order. 
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lEAQ 

On  July  14,  as  the  result  of  an  Iraq  Army  coup  d’etat,  the  monarchy  and  gov- 
ernment of  Iraq  were  overthrown.  Civil  disorder  ensued  immediately.  (Sev- 
eral private  American  citizens,  among  other  non- Arabs,  were  dragged  from  their 
hotel  rooms  and  dismembered  by  mobs  before  any  aid  could  be  summoned.) 
Americans  were  assembled  as  far  as  possible  within  the  Embassy  compound.  On 
July  17  the  Department  ordered  the  evacuation  of  all  dependents  of  U.S.  Govern- 
ment personnel  and  chartered  four  U.S.  flag  aircraft  for  this  purpose.  How- 
ever, a number  of  days  elapsed  before  the  Iraqi  revolutionary  regime  permitted 
any  of  these  aircraft  to  land  in  Iraq,  and  then  only  three  flights  per  week  be- 
tween specified  hours.  Most  of  the  flights  loaded  in  Baghdad ; one  lifted  de- 
pendents from  Basra  and  then  completed  its  loading  in  Baghdad.  Prom  there  all 
planes  flew  the  evacuees  to  Rome  via  Ankara.  Three  hundred  and  fifty-nine 
dependents  of  U.S.  Government  personnel  and  some  355  private  Americans  (the 
latter  at  their  own  expense)  were  evacuated.  The  Department  has  not  author- 
ized the  return  to  Iraq  of  the  dependents  evacuated  to^Rome  who  have  not  other- 
wise been  transferred  with  the  employee  to  another  assignment. 

JOEDAN 

Shortly  after  the  coup  in  Iraq,  the  political  situation  in  Jordan  hung  in  the 
balance.  In  these  circumstances,  the  Department  authorized  the  evacuation  to 
Rome  of  dependents  of  U.S.  Government  personnel  in  Jordan.  A total  of  279 
dependents  of  Government  employees  was  evacuated  to  Italy  by  regularly 
scheduled  commercial  flights. 

With  the  stabilization  of  the  situation  in  Jordan,  these  dependents  were  au- 
thorized to  return  to  Jordan  beginning  on  December  5. 

General 

With  the  exception  of  the  mob  violence  \<?^hich  ochlTrred  before  any  protection 
could  be  afforded,  and  which  regrettably  resulted  in  the  death  of  three  private 
citizens  in  Baghdad  (mentioned  above),  the  evacuation  of  American  civilians 
from  Lebanon,  Iraq,  and  Jordan  was  completed  without  any  other  loss  of  life 
or  injury. 

EMEKGBNCY  AND  EVACUATION  COSTS 

Following  is  a summary  of  emergency  evacuation  costs  by  post  and  by  type  of 
expense: 


Lebanon 

Iraq 

Jordan 

Rome 

Total 

Allowance  and  differential: 

OVerfime. ■ 

$8, 993 

$8, 993' 
250, ■ 856 
22, 308 
72, 768 

Special  cost-of-living:  allowance. . 

Separation  allowance 

Hardship  differential 

$112, "576 
10, 236 
28, 320 

$120, 694 
11,473 
44,448 

$17,= 586* 
599 

Subtotal  

Travel  

151, 132 
49, 955 

176, 615 
62, 699 

18, 185 
7,469 

8,993 

354,  925 
120, 123 
18, 672 
1,  280 

Contractual  services . . . . . 

18, 672 
1,280 

Supplies  and  raaterials 

Total - 

201, 087 

239,314 

25, 654 

28,  945 

495, 000 

Mr.  Thomas.  Gould  you  get  by  without  the  $500,000  for  special 
project  planning? 

Mr.  Hall.  No,  we  cannot  get  by. 

Mr.  Thomas.  How  much  of  that  $495,000  have  you  already  spent  ? 
Mr.  Hall.  It  has  all  been  spent.  It  is  an  actual  obligation  figure. 
Mr.  Thomas.  How  did  you  arrive  at  the  figure  of  $500,000  for 
your  planning  ? 

Mr.  Hall.  May  I justify  this  off  the  record  ? 

(Discussion  off  the  record.) 
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Thursday,  March  5, 1959. 
O)XTRiBun:0NS  to  International  Organizations 

WITNESSES 


FRANCIS  0.  WILCOX,  ASSISTANT  SECRETARY  FOR  INTERNATIONAL 
ORGANIZATION  AFFAIRS 

Program  and  Financing 


Presently 

available 

Revised 

estimate 

Difference 
(+  or  -) 

Program  by  activities: 

United  Nations  and  specialized  agencies: 

1.  United  Nations 

$16, 562, 250 
15, 436,  264 

$21, 505, 396 
15, 436. 264 

-f  $4, 943, 146 

2,  Specialized  agencies 

Subtotal 

31, 998,  514 
5, 949,  250 
1,  745,  632 
2, 134, 057 

36, 941, 660 
5,  949, 250 
1, 745,  632 
2, 134, 057 

-f 4, 943, 146 

Inter-American  organizations:  Subtotal 

Regional  organizations:  Subtotal 

Other  international  organizations:  Subtotal 

Total  obligations 

41,827, 453 

46,  770,  599 

+4, 943, 146 

Financing:  Appropriation  (adjusted) 

41, 827, 453 

46,  770, 599 

-f 4, 943, 146 

Obligations  by  objects 


Presently 

available 

Revised 

estimate 

Difference 
(+  or  -) 

07  Other  contractual  services:  Services  performed  by  other 
agencies.  

$451, 400 
41, 376, 053 

$451, 400 
46, 319, 199 

11  Grants,  subsidies,  and  contributions — 

Total  obligations  . _ _ 

+$4, 943, 146 

41,827,463 

46, 770, 599 

+4, 943, 146 

Mr.  Thomas.  We  will  now  take  up  contributions  to  international 
organizations,  where  you  are  requesting  $4,943,146.  Your  pro  rata 
part  is  32.51  percent. 

We  will  insert  page  1 in  the  record  at  this  point. 

(The  page  referred  to  follows :) 

(H.  Doc.  58) 

Contributions  to  International  Organizations,  State,  1959 


Request $4,  943, 146 

Appropriation  to  date 41,  827,  453 

Obligation  to  Jan.  31,  1959 39,  979,  627 

Expenditures  to  Jan.  31,  1959 38,  812,  393 

Budget  estimate  next  fiscal  year 48,  345,  000 

Employment None 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  APPROPRIATION 

The  amount  requested  of  $4,943,146  consists  of  the  U.S.  share  of  the  assessed 
portion  of  the  costs  of  financing  the  United  Nations  Emergency  Force  (UNEF) 
for  the  calendar  year  1959. 
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GENERAL  STATEMENT 

Mr.  Wilcox.  Mr.  Chairman  and  members  of  the  committee,  a sum 
of  $4,943,146  is  requested  to  pay  the  U.S.  assessment  for  the  United 
Nations  Emergency  Force  for  calendar  year  1959. 

As  you  will  recall,  following  the  outbreak  of  hostilities  in  Egypt  in 
October  1956,  at  the  time  of  the  Suez  crisis,  the  United  Nations  was 
faced  with  the  problem  of  restoring  peace  in  the  area.  First,  it  was 
successful  in  obtaining  a cease  fire,  and,  then,  in  order  to  facilitate  the 
withdrawal  of  foreign  troops  it  resolved  to  establish  a United  Nations 
Emergency  Force  (UNEF). 

According  to  the  terms  of  the  resolution  of  November  5,  1956,  the 
mandate  of  the  force  was  “to  secure  and  supervise  the  cessation  of 
hostilities  on  Egyptian  territory.”  It  was  later  elaborated  by  a reso- 
lution of  February  2,  1957,  which  stated  that  “scrupulous  mainte- 
nance of  the  armistice  agreement  requires  the  placing  of  the  UNEF 
on  the  Egyptian-Israeli  demarcation  line.” 

The  Force  was  originally  composed  of  troop  contingents  from  10 
countries,  Norway,  Sweden,  Denmark,  Canada,  Colombia,  Brazil, 
Finland,  Yugoslavia,  India,  and  Indonesia.  These  countries — which 
do  not  include  auy  of  the  great  powers — -represent  every  region  of 
the  world.  At  first  the  Force  consisted  of  about  6,000  men.  It  now 
consists  of  some  5,000  men  from  seven  countries  and  is  stationed  in 
positions  between  Egypt  and  Israel,  as  well  as  near  the  entrance,  to 
the  Gulf  of  Aqaba.  Since  its  inception  the  contingents  of  tliree  coun- 
tries— Colombia,  Finland,  and  Indonesia — have  been  withdrawn  pri- 
marily for  financial  reasons. 

The  creation  of  the  F orce  represents  one  of  the  outstanding  achieve- 
ments of  the  United  Nations,  and  has  demonstrated  that  organiza- 
tion’s capacity  for  effective  action.  The  success  of  UNEF  can  be 
attributable  to  many  persons  and  many  nations,  high  on  the  list  be- 
ing the  Secretary  General,  IVIr.  Dag  Hanunarskjold,  and  his  staff, 
whose  drive  and  administrative  talents  translated  a resolution  of  the 
General  Assembly  into  a force  m being  on  the  spot  in  a matter  of 
only  8 days. 

The  existence  of  UNEF  has  contributed  greatly  toward  maintain- 
ing a measure  of  stability  in  the  area  of  its  responsibility.  In  his 
report  of  August  27,  1958,  the  Secretary  General  of  the  United  Na- 
tions notes  that  “the  operation  of  UNEF  through  this  year,  in  all 
respects  of  its  task,  has  continued  to  produce  the  same  favorable  re- 
sults described  in  previous  reports,”  and  that  “during  the  period 
covered  in  this  report,  virtually  unbroken  quiet  has  prevailed  along 
the  entire  line  between  Egypt  and  Israel.”  This  situation  is  all  the 
more  noteworthy  when  one  considers  the  heightened  tensions  in  cer- 
tain other  aspects  of  Middle  East  affairs. 

The  United  States  wants  a stable  situation  in  which  there  can  be 
orderly  growth  and  development  in  the  area.  We  therefore  fully 
support  the  UNEF  undertaking,  which,  together  with  other  U.N. 
initiatives,  has  contributed  toward  that  goal. 

UNEF  costs  during  the  first  calendar  year  of  its  existence  were 
$30  million;  during  the  second  year  (1958)  they  were  $25  million. 
For  calendar  year  1959,  a sum  of  $19  million  has  been  authorized  by 
the  U.N.  General  Assembly.  Although  there  is  no  specific  terminal 
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<lai(*  on  tlie  existence  of  UNEF,  it  might  well  continue  during  cal- 
♦‘11(1  ar  year  11)60. 

I )(‘spite  tlie  substantial  decrease  in  UNEF  costs,  the  sums  involved 
represent  a large  additional  burden  on  an  organization  whose 
regular  budget  has  been  about  $55  million  annually.  Hence  addi- 
tional assistance  in  the  form  of  voluntary  contributions  has  been  re- 
(juired  in  order  for  the  U.N.  membership  as  a whole  to  be  in  a position 
to  shoulder  this  additional  budgetary  load.  For  its  part,  the  United- 
States  gi*anted  special  assistance  totaling  approximately  $13  million 
to  UNEF  during  its  first  2 years,  using  funds  appropriated  under  the 
mutual  security  program.  When  added  to  the  U.S.  assessment  for 
the  same  period  (also  about  $13  million),  the  United  States  has  thus 
])aid  about  47  percent  of  the  authorized  UNEF  appropriations  of  $55 
million.  Our  support  of  UNEF  in  this  respect  contrasts  sharply 
with  the  negative  attitude  of  the  Soviet  bloc,  which  has  continuously 
maintained  that  these  costs  should  be  borne  by  what  they  called  the 
aggressor  nations,  i.e.,  Israel,  France  and  the  United  Kingdom. 

In  line  with  our  previous  policy  and  taking  account  of  the  extra 
costs  of  the  United  Nations  Observer  Group  in  Lebanon  which  had 
to  be  added  to  the  U.N.  budget,  the  United  States  has  pledged  a 
special  voluntary  contribution  of  $3.5  million  to  UNEF  for  calendar 
year  1959,  subject  to  appropriation  of  the  necessary  mutual  security 
funds.  This  amount,  when  added  to  the  U.S.  assessment  of  $4,- 
943,146,  here  requested,  would  mean  that  our  support  of  the  author- 
ized UNEF  expenses  of  $19  million  would  be  at  a level  of  about 
44.5  percent,  i.e.,  a somewhat  smaller  percentage  than  the  47  percent 
wliich  we  paid  for  the  first  2 calendar  years. 

That  part  of  previous  U.S.  assessments  to  U.N.  which  concerned 
UNEF  has  been  handled  as  a supplemental  fiscal  year  request.  In 
view  of  the  urgent  cash  requirements  of  the  Organization,  we  are  fol- 
lowing the  same  procedure  this  year. 

When  account  is  taken  of  the  possible  consequences  of  an  outbreak 
of  hostilities  in  the  Near  East  area,  it  becomes  evident  that  the  stabi- 
lizing presence  of  the  U.N.  Emergency  Force  constitutes  a great  bene- 
fit both  to  the  free  world  in  general  and  to  the  United  States  in  par- 
ticular. I am  convinced  that  the  contribution  which  UNEF  has  made 
to  peace  in  the  Middle  East — if  it  could  be  measured  in  financial 
terms — is  worth  many  times  the  amount  we  have  contributed  toward 
its  existence. 

Mr.  Thomas.  You  say  on  page  1 : 

The  amount  requested  of  $4,94.3,146  consists  of  the  U.S.  share  (i)f  the  assessed 
portion  of  the  cost  of  financing  the  United  Nations  Emergency  Force  for  the  cal- 
endar year  1959. 

You  say  on  page  4 : 

The  U.S.  share  of  the  $15,205,000  assessment  for  1959  at  32,51  percent  amounts 
to  $4,943,146. 

That  is  according  to  law.  How  much  of  this  is  a guess  figure? 

Mr.  Wilcox.  It  is  very  accurate,  Mr.  Chairman.  This  is  the  amount 
that  has  been  assessed. 
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PARTICIPATION  IN  ORGANIZATIONS 

Mr.  Thomas.  Wliat  will  be  our  participation  ? 

Mr.  Wilcox.  The  $4,943,146  is  to  pay  the  U.S.  assessment  to  the 
XT.N.  Emergency  Force.  That  Force  was  created,  as  you  may  recall, 
by  the  General  Assembly  at  the  time  of  the  Suez  crisis,  and  this  total 
amount  of  $19  million  is  necessary  to  keep  the  Force  going  for  another 
year.  Our  share  of  the  assessed  portion  of  that  total  amount  would 
be  $4,943,146. 

Mr.  Thomas.  How  many  troops  are  involved,  and  so  forth?  Do 
you  have  a table  of  the  troops  ? 

Mr.  Wilcox.  Yes.  There  are  about  5,000  troops  in  this  area  along 
the  borderline  between  Egypt  and  Israel.  They  are  now  furnished 
by  seven  countries. 

Mr.  Thomas.  And  the  whole  $19  million  is  to  supply  the  troops? 

Mr.  Wilcox.  The  $19  million  is  to  take  care  of  the  maintenance  of 
those  troops  for  the  calendar  year  1959.  The  United  States,  of  course, 
does  not  furnish  any  troops.  The  seven  countries  that  furnish  the 
troops  are  Canada,  Brazil,  India,  Yugoslavia,  Denmark,  Norway,  and 
Sweden.  There  were  10  countries  at  the  outset. 

(The  following  was  supplied  later :) 


Composition  of  UNEF 


Initial 

Present 

1.  Brazil  - - 

537 

630 

2.  Canada  - - 

1,188 

526 

982 

3.  Colombia  - - - - - --  

4.  Denmark  - - - 

388 

470 

5.  Finland-  - --  - 

253 

6.  India.  ..  - . . _ _ _ . 

944 

1, 166 

7.  Indonesia.  ..  . ...  _ 

584 

8.  Norway  __  _ ... 

455 

571 

9.  Sweden  . ..  _ . . . .. 

325 

502 

10.  Yugoslavia  . ... 

759 

676 

Total - - _ - 

5,959 

4,997 

Note. — Since  its  origtaal  composition  the  Indonesian,  Fitmish,  and  Colombian  contingents  have  been 
TvithdraAvn. 


I have  here  a large  map  if  you  would  like  to  see  where  these  troops 
are  deployed.  There  are  some  in  the  two  very  sensitive  areas  of  the 
Gaza  strip  and  the  entrance  to  the  Gulf  of  Aqaba. 

Mr.  Thomas.  Why  did  we  not  furnish  any  troops?  How  did  we  get 
out  of  that  ? 

Mr.  Wilcox.  At  the  time  the  General  Assembly  authorized  this 
force  it  was  felt  undesirable  to  include  any  of  the  great  powers.  If 
we  had  furnished  troops  the  Soviet  Union  would  have  furnished 
troops  and  then  difficulties  would  have  arisen  on  that  score.  It  was 
considered  better  to  have  it  made  up  only  of  countries  other  than  the 
great  powers. 

Here  [indicating]  are  the  two  sensitive  areas  along  the  Gaza  strip 
where  there  is  a large  number,  about  3,900,  of  these  troops  stationed, 
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as  well  as  down  here  along  the  Strait  of  Tiran,  which  is  a very  sensi- 
tive area,  as  you  know.  The  troops  patrol  this  area  between  the  Gaza 
stri])  and  this  area  here  along  the  armistice  demarcation  line  between 
Egypt  and  Israel,  and  also  the  upper  portion  of  the  Gulf  of  Aqaba. 

The  effectiveness  of  these  troops,  I think,  will  be  indicated  by  the 
fact  that  there  have  not  been  any  significant  border  incursions,  or  any 
disturbances  of  any  consequence  over  the  last  couple  of  years.  Prior 
to  the  installation  of  these  troops,  of  course,  there  were  a great  many 
outbreaks,  border  incursions,  and  a good  deal  of  violence.  * 

Mr.  T iiOMAS.  How  did  you  arrive  at  the  dollar  mark  ? 

Mr.  Wilcox.  Well,  the  dollar  mark  is  arrived  at  by  the  fact  that  we 
have  done  everything  we  can  to  encourage  other  members  of  the 
United  Nations  to  make  a contribution  to  the  maintenance  of  these 
tro(q)S 

Mr.  Thomas.  Do  we  pay  the  troops  a uniform  salary,  or  is  the  pay 
scale  relegated  back  to  the  contributing  country  ? 

Mr.  Wilcox.  Each  country  maintains  its  own  forces  and  pays  those 
forces  with  the  exception  of  food  and  certain  equipment. 

Mr.  Thomas.  What  is  this  $19  million  to  cover  ? 

Mr.  Wilcox.  This  covers  food,  transportation,  and  the  various 
expenses  that  would  be  involved  in  the  maintenance  of  these  forces 
in  that  area.  It  also  includes  an  allowance,  approximately  86  cents 
a day,  which  the  U.N.  grants  these  troops  that  are  stationed  in  this 
area. 

Mr.  Thomas.  It  does  not  include  any  pay  as  we  call  it  in  this 
country  ? 

Mr.  Wilcox.  No,  sir. 

Mr.  Thomas.  Does  it  include  the  purchase  of  any  equipment? 

Mr.  Wilcox.  It  does  include  the  purchase  of  equipment.  For 
example,  the  United  Nations  purchases  from  the  U.S.  Defense 
Department  certain  materials  for  which  we  are  competely  reim- 
bursed. Things  like  jeeps,  trucks,  radio  equipment,  and  so  forth, 
will  come  out  of  this  $19  million. 

I might  say,  Mr.  Chairman,  in  my  humble  opinion,  this  very  small 
amount  has  contributed  substantially  to  the  maintenance  of  stability 
in  the  Middle  East. 

Mr.  Thomas.  That  is  a good  statement. 

Mr.  Wilcox.  It  is  a great  insurance  policy  that  helps  guarantee 
peace  in  the  area. 
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Thursday,  March  5,  1959. 
International  Contingencies 

WITNESSES 

LOY  W.  HENDERSON,  DEPUTY  UNDER  SECRETARY  OF  STATE  FOR 
ADMINISTRATION 

FRANCIS  0.  WILCOX,  ASSISTANT  SECRETARY  FOR  INTERNATIONAL 
ORGANIZATION  AFFAIRS 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Decrease  (— ) 
or 

increase  (-I-) 

Program  by  activities: 

1.  Particip'  tion  in  international  conferences: 

(а)  Meetings  of  international  organizations  - 

(б)  Other  international  conferences 

Total  participation  in  international  confer- 
ences... ...... ....  ...  — 

2.  U.S.  missions  on  special  assignment: 

(а)  United  States-Italian  Conciliation  Commission. 

(б)  United  States-Japanese  Property  Commission.. 

Total  participation  in  U.S.  missions  on 
special  assignment ...  . ... 

3.  Contributions  to  new  or  provisional  international  or- 

ganizations: 

Baghdad  Pact .....  

$939,  545 
358, 755 

$1,  581, 450 
890,  650 

-f  $641, 905 
-t-531,  895 

1. 298,  300 

2,  472, 100 

-f],  173, 800 

45,  000 
12, 000 

45, 000 
11,  200 

-800 

57,  000 

56,  200 

-800 

125,  000 

125, 000 
15,  000 
13,  200 
102,  000 
12,  500 
3,  700 
300 

Coffee  Study  Group . . ...  

-f-15, 000 
+12, 000 

Central  Commission  for  the  Rhine  River 

General  Agreement  on  Tariffs  and  Trade 

International  Cotton  A dvisory  Committee 

International  Rubber  Study  Group 

International  Seed  Testing  Association. __  

Total  participation  in  provisional  international 
organizations 

13,  200 
90, 000 
12,  500 
3,700 
300 

244,  700 

271,  700 

+27, 000 

Total  obligations 

Financing:  Appropriation 

1,  600, 000 

2,  800,  000 

+1,  200. 000 

1,  600, 000 

2,  800, 000 

+1, 200, 000 
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Object  classification 


Presently 

available 

Revised 

estimate 

Difference 
(+  or  -) 

Total  number  of  permanent  positions.. _ 

6 

6 

Full-time  equivalent  of  all  other  positions 

3 

4 

■ +1- 

Average  number  of  all  employees 

8 

8 

Number  of  employees  at  end  of  year 

5 

, 5 

$33,000 

6^000 

01  Personal  services: 

Permanent  positions 

$33, 000 
40, 000 

Positions  other  than  permanent... 

+$22, 000* 

Other  personal  services 

16, 000 
89, 000 

16, 000 
111,000 

Total  personal  services 

+22, 000 

02  Travel 

1, 003, 000 

1,  750, 400 

+747, 400 

+6, 000' 

03  Transportation  of  things 

5',  000 

10,000 

04  Communication  services 

10, 000 

35, 000 

+25,  OOO 

05  Rents  and  utility  services 

20, 000 

100, 000 

+80,  OOO 

06  Printing  and  reproduction ..  

2,400 

5,000 

+2, 600 

07  Other  contractual  services ... 

76, 800 

340, 800 

+264, 000 

Services  performed  by  other  agencies 

73,  200 

68,  200 

-5,000 

Representation  and  entertainment ___ 

60, 000 

70, 000 

+10y000‘ 

08  Supplies  and  materials 

10, 000 

26,000 

+16,000 

09  Equipment ...  

4, 000 

8,400 

+4,400 

11  Grants,  subsidies,  and  contributions 

246,  200 

273,200 

+27, 000' 

15  Taxes  and  assessments 

400 

2,000 

+1,600^ 

Total  obligations  i 

1, 600, 000 

2;  SOOi  OOO 

+1,  200, 000‘ 

1 Distribution  based  on  1968  experience. 

Mr.  Thomas.  Let  us  take  up  this  item  of  “International  contingen- 
cies,” where  you  are  requesting  $1,200,000. 


GENERAL  STATEMENT 

Mr.  Wilcox.  Mr.  Chairman  and  members  of  the  committee,  I appre- 
ciate very  much  the  opportunity  to  appear  before  you  today  to  request 
additional  funds  for  the  international  contingencies  appropriation. 
As  you  are  aware,  this  fund  is  used  to  finance  the  participation  of  the 
U.S.  Government  in  international  conferences,  meetings,  and  related 
activities.  The  amount  which  we  are  requesting  is  $1,200,000. 

Our  original  request  for  fiscal  year  1959  was  $2,400,000,  of  which 
$1,600,000  was  appropriated  by  the  Congress.  Subsequently , as  con- 
ferences were  scheduled  and  took  place,  it  became  apparent  that  the 
appropriated  funds  were  not  sufficient  to  permit  our  effective  partici- 
pation in  international  conference  activities  beyond  the  third  quarter 
of  the  fiscal  year. 

The  additional  sum  required  over  our  original  estimate  results  from 
new  activities  which  could  not  be  anticipated  and  in  which  we  have 
participated,  or  will  participate,  before  the  end  of  the  fiscal  year.  In 
spite  of  savings  in  our  projected  program  the  conference  participation 
funds  were  exhausted  on  February  17,  1959.  Since  that  time  we  have 
been  able  to  continue  participating  in  conferences  only  by  utilizing 
funds  from  the  President’s  emergency  fund  until  a supplemental 
appropriation  could  be  made  available. 

The  new  major  conferences  that  developed  are  : 

1.  The  special  emergency  session  of  the  United  Nations  General  As- 
sembly which  met  in  New  York  last  August  to  deal  with  tlie  Middle 
East  crisis. 

2.  The  discussions  on  the  suspension  of  nuclear  tests  wliich  opened  in 
Geneva  last  October  31  and  are  still  in  session. 

3.  The  conference  on  surprise  attack  which  was  held  in  Geneva 
November  10  to  December  18, 1958. 
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4.  The  12th  Assembly  of  the  International  Civil  Aviation  Organi- 
zation to  be  held  in  San  Diego,  Calif.,  next  J une.  i,  1 1 

5.  The  international  conference  on  Antarctica  which  will  probably 
be  convened  before  the  end  of  the  current  fiscal  year. 

6.  A Foreign  Ministers  meeting  which  will,  in  all  likelihood,  be 

convened  before  the  end  of  the  fiscal  year. 

We  have  participated,  or  are  in  the  process  of  participating,  m the 
first  four  major  conferences.  The  latter  two  are  not  definitely  sched- 
uled as  yet.  Current  discussions  indicate,  however,  that  they  will  both 
be  convened  prior  to  the  close  of  this  fiscal  year. 

The  estimated  costs  of  the  last  three  conferences  are  included  in  our 
supplemental  request.  They  are  as  follows : 


Civil  Aviation  Conference  (tiostship  costs) 

Antarctica 

Foreign  Ministers 


$191,  000 
150,000 
300,  000 


Total 


641,  000 


Effective  participation  by  our  Government  in  the  conferences  I have 
referred  to  is  essential  in  order  to  promote  the  national  interests 
of  the  United  States  and  to  achieve  the  objectives  of  our  foreign 
policy.  It  is  in  such  conferences  that  the  world  is  offered  some  of  its 
best  opportunities  to  move  toward  peace.  It  is  in  such  conferences, 
too,  that  our  delegations  can  exert  a great  deal  of  influence  if  they 
are  effectively  organized  and  properly  staffed. 

In  addition  to  the  six  new  major  conferences  there  are  many  other 
“regular”  conferences  in  which  the  United  States  is  committed  to 
participate  and  which  we  hope  to  finance  this  year  out  of  the  supple- 
mental fund.  Many  of  these  are  recurrent  meetings  of  the  United 
Nations  and  its  specialized  agencies.  They  include : 

Estimated  costs 


1.  The  28th  session  of  the  Economic  and  Social  Council  to  be  held  in 

Geneva  in  June $21,  000 

2.  The  14th  session  of  the  Economic  Commission  for  Europe  to  be  held 

in  April  in  Geneva 6,  000 

3.  The  8th  session  of  the  Economic  Commission  for  Latin  America  to 

be  held  in  Panama  in  May 8,  500 

4.  The  13th  session  of  the  Pood  and  Agriculture  Council  to  be  held  in 

Rome  in  June - — — — — ^ : 6,  $00 

5.  The  43d  conference  of  the  International  Labor  Organization  to  be 

held  in  Geneva  in  June 51,  000 

6.  The  9th  plenary  assembly  of  the  Radio  Consultative  Committee  of 

the  International  Telecommunications  Union  to  be  held  in  Los 
Angeles  in  April 89,  300 

7.  The  12th  assembly  of  the  World  Health  Organization  to  be  held  in 

Geneva  in  May 27,  800 


Total 210,  400 

The  conferences  which  we  hope  to  finance  out  of  supplemental  funds 
include  the  three  major  conferences  listed  above  for  a total  of  $641,000 
and  the  seven  regular  conferences  listed  in  the  preceding  paragraph 
for  a total  of  $210,400.  Thus,  the  total  sum  required  for  these  10 
conferences  is  $851,400.  The  remaining  $348,600  in  the  $1,200,000 
supplemental  request  is  required  to  finance  approximately  60  meetings 
listed  in  detail  in  the  financial  plan  which  you  already  have  before 
you. 
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T would  like  to  call  to  the  committee’s  attention  Public  Law  85-448, 
which  was  unanimously  agreed  to  by  the  Congress  and  finally  ap- 
])i’oved  J line  4,  1958.  Under  that  law,  Congress  authorized  an  appro- 
priation of  $200,000 — 

fnr  the  purpose  of  defraying  the  expenses  incident  to  organizing  and  holding  the 
VJth  session  of  the  Assembly  of  the  International  Civil  Aviation  Organization  in 
the  United  States. 

At  the  last  session,  the  Department’s  request  for  a supplemental  for 
this  purpose  was  denied.  Following  this  action,  the  matter  was 
discussed  with  members  of  the  Appropriations  Committees  of  the 
House  and  the  Senate.  As  a result  of  these  conversations,  the  Depart- 
ment was  advised  to  proceed  with  arrangements  for  this  meeting. 
This  has  been  done  and  now  that  many  of  the  physical  arrangements 
have  been  completed  our  revised  estimate  is  $191,000. 

There  is  an  immediate  need  for  these  supplemental  funds.  As  I 
mentioned  earlier,  our  participation  in  conferences  today  is  made 
possible  only  through  the  use  of  the  President’s  emergency  fund. 
These  funds  are  extremely  limited  and  our  continued  participation  in 
international  conferences  is  dependent  upon  obtaining  a supplemental 
appropiration. 

Mr.  Chairman,  that  concludes  my  statement.  U.S.  leadership  in 
such  conferences  is  one  of  our  most  effective  ways  of  waging  peace. 
The  returns  to  our  Government  cannot  be  measured  in  financial  terms. 
In  view  of  the  urgent  need,  I hope  very  much  the  Congress  will  make 
the  $1,200,000  available  at  an  early  date.  This  will  make  it  possible 
to  continue  our  participation  in  international  conference  activities 
which  is  an  integral  and  important  part  of  our  foreign  policy,  and  to 
repay  the  allocation  from  the  President’s  emergency  fund. 

Mr.  Thomas.  That  was  a fine  statement. 

Mr.  Wilcox.  Mr.  Chairman,  this  request  for  $1,200,000  is  to  enable 
us  to  finance  the  participation  of  the  United  States  in  various  inter- 
national conferences  and  meetings  which  are  scheduled  between  now 
and  July  1.  ' 

Our  original  request  for  this  item,  Mr.  Chairman,  was  $2,400,000, 
of  which  only  $1,600,000  was  appropriated  by  the  Congress.  Since 
that  time  it  has  become  apparent,  indeed  it  became  apparent  to  us 
as  long  ago  as  last  July  that  we  would  not  be  able  to  complete  our 
schedule  of  important  international  conferences  with  this  amount  of 
money.  Also,  since  that  time  very  important  international  con- 
ferences have  been  scheduled  which  were  not  then  scheduled. 

Mr.  Thomas.  Read  them  into  the  record. 

Mr.  Wilcox.  Since  we  presented  our  request  the  special  emergency 
session  of  the  United  Nations  General  Assembly  met  in  New  York 
on  the  Middle  East  crisis  last  August.  The  three  major  conferences 
that  make  up  the  bulk  of  our  request  have  been  scheduled  since  we 
last  appeared  before  Congress.  They  are  the  International  Civil  Avia- 
tion Conference  scheduled  in  June  of  this  year 

Mr.  Thomas.  How  much  is  that  costing? 

Mr.  Wilcox.  $191,000. 
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Mr.  Thomas.  Is  that  a deficiency  item  or  a brand  new  itein  ? ! 

Mr.  'VYincox.  That  is  an  item  which  the  Congress  approved  in  a 
bill  passed  unanimously  on  June  4,  1958,  to  defray  the  expenses  of 
holding  this  conference  in  the  United  States. 

Mr.  Thomas.  You  have  not  spent  any  more  up  to  now  ? 

Mr.  Wilcox.  lYe  have  had  to  make  some  advance  payments. 

Mr.  Thomas.  How  much? 

Mr.  IYilcox.  About  $2,000. 

Mr.  Thomas.  MTiat  is  your  second  one  ? 

Mr.  Wilcox.  A conference  on  Antarctica,  which  may  well  be  held 
in  this  country  prior  to  July  1.  It  will  probably  be  held  in  June; 
$150,000. 

Mr.  Thomas.  We  have  heard  of  that.  Have  you  made  any  advance 
commitments  on  that? 

Mr.  Wilcox.  No,  sir. 

Mr.  Thomas.  M^at  is  your  third  one  ? 

Mr.  IYilcox.  The  foreign  ministers’  meeting. 

I would  like  to  talk  about  this  off  the  record. 

(Discussion  off  the  record.) 

Mr.  Thomas.  The  next  one  is  your  nuclear  test  suspension  dis- 
cussion. 

Mr.  IYilcox.  That  is  continuing. 

Mr.  Thomas.  How  much  does  that  cost  ? 

Mr.  MTlcox.  That  is  costing  at  the  rate  of  about  $3,500  a week. 

Mr.  Thomas.  lYhat  is  the  next  one  ? 

Ylr.  IYilcox.  In  addition  to  the  major  conferences  which  I have 
referred  to  which  will  require  $641,000,  there  are  a number  of  smaller 
ones — the  28th  session  of  the  Economic  and  Social  Council  to  be  held 
in  Geneva  in  June,  $21,000;  the  14th  session  of  the  Economic  Com- 
mission for  Europe,  to  be  held  in  April  in  Geneva,  $6,000;  the  8th 
session  of  the  Economic  Commission  for  Latin  America,  to  be  held 
in  Panama  in  May,  $8,500 ; the  13th  session  of  the  Food  and  Agricul- 
ture Council  to  be  held  in  Eome  in  June,  $6,800;  the  43d  conference  of 
the  International  Labor  Organization  to  be  held  in  Geneva  in  June, 
$51,000 ; the  9th  plenary  assembly  of  the  Eadio  Consultive  Committee 
of  the  International  Telecommunications  Union  to  be  held  in  Los 
Angeles  in  April,  $89,300 ; and  the  12th  assembly  of  the  World  Health 
Organization  to  be  held  in  Geneva  in  May,  $27,800,  making  a total  of 
$210,400.  ^ ^ ^ s 

LIST  OF  MEETINGS 

The  remaining  $348,600  in  the  $1,200,000  supplemental  request  is 
required  to  finance  approximately  60  meetings  listed  in  detail  in  a 
plan  that  I would  like  to  submit  for  the  record. 

Mr.  Thomas.  It  may  be  inserted  in  the  record  at  this  point. 


S7458 — 59 59 
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(^rhe  plan  referred  to  follows :) 


Detailed  list  excluding  major  conferences — Supplemental  international  contingencies 

appropriation,  1959  fiscal  year 


Activity 

Place  and  time 

Number 
at  IC  ex- 
pense 

Total 

PARTICIPATION'  IN  INTERNATIONAL  CONFERENCES 

(o)  International  organizations; 

1.  U.N.  organs  and  subsidiary  bodies: 

General  Assembly: 

U.N.  Children’s  Fund  (UNICEF)  Admin- 
istrative Budget  Committee. 

New  York,  Mar. 
2-13. 

4 

$1, 000 

Committee  on  Information  from  Non-Self- 
Ooverning  Territories. 

New  York,  April 
1959. 

4 

1,800 

U.N.  Scientific  Committee  on  Effects  of 
Atomic  Kadiati'^n. 

New  York,  spring 
1959. 

5 

1,300 

Economic  and  Social  Council: 

27th  sessi'^n  . 

Mexico,  Apr.  7-24. 

4 

2,800 

Population  Commission,  10th  session . 

Geneva,  Feb.  9-20. 

2 

1,400 

Social  Commission,  12th  session 

New  York,  Apr. 
27-May  15. 

2 

800 

Commission  on  Status  of  Women,  13th  session 

New  York,  March 
9-27. 

3 

1,200 

Transp^'rt  and  Communications  Commission, 
9th  session. 

New  York,  May 
4-15. 

2 

600 

Commission  on  Human  Rights,  14th  session.. 

New  York,  Mar. 
16-Apr.  10. 

3 

2,600 

Commission  on  Narcotic  Drugs,  14th  session.. 

Geneva,  Apr.  27- 
May  15. 

3 

4,800 

Economic  Commission  for  Europe: 

6th  Conference  of  European  Statisticians 

Geneva,  June  1 959 

3 

2,000 

Committee  meetings 

Geneva,  1959  fis- 
cal year. 

»3 

3,900 

Technical  working  party  meetings  or  meet- 
ines  of  experts ..  

Geneva,  1959  fis- 
cal year.  I 

»:2 

2,600 

Economic  Commission  for  Asia  and  the  Far  East: 

15th  session 

Australia,  Mar.  9- 
20. 

Tokyo,  Mar.  30- 
Apr.  7. 

6 

6,500 

Working  party  on  telecommunications 

1 

600 

Committees:  Nongovernmental  organizations. 

New  York,  1959 
fiscal  year. 

2 

100 

Security  Council:  Regular  sessions 

Trusteeship  Council; 

do 

» 6 

500 

23d  session . 

New  York,  Feb. 
9-Apr.  3. 

3 

2, 500 

24th  session  

New  York,  June 
1959. 

8 

3,000 

2.  Specialized  agencies  of  the  United  Nations: 
Food  and  Agriculture  Organization; 

Rome,  May  7-9. .. 

International  Poplar  Commission,  10th  ses- 

1 

1, 100 

Sion. 

Study  group  on  grains,  4th  meeting-  

Rome,  May  1959.. 

2 

2,300 

International  Civil  Aviation  Organization: 

ICAO,  12th  session  of  the  Assembly  (major 
session) . 

San  Diego,  June 
16. 

37 

36,500 

PIA  Panel 

Montreal,  March 
1959. 

1 

300 

Joint  Aeronautical  Information  Services  Di- 
vision/Aeronautical Maps  and  Charts  Di- 

Montreal,  May 
1959. 

10 

6,500 

vision  (AIS/MAP). 

Montreal,  Spring 
1959. 

300 

Visual  Aids  Panel  (VAP) 

1 

International  Labor  Organization; 

ILO  governing  body,  141st  session 

Geneva,  Feb.  23- 
Mar.  13. 

4 

5,600 

Coal  mines,  7th  session... 

Geneva,  Apr.  27- 
May  8. 

2 

2,300 

Tripartite  committee  on  women’s  work 

Geneva,  spring 
1959. 

2 

2,300 

International  Telecommunication  Union:  ITU, 

Geneva,  May  19.. 

100 

14th  session  of  the  administrative  council. 

3,700 

United  Nations  Educational,  Scientific,  and  Cul- 
tural Organization:  Executive  Board,  53d 

Paris,  May  25- 
June  12. 

2 

session. 

8 

11.000 

World  Meteorological  Organization:  3d  Congress. 

Geneva,  Apr.  1-29. 

Ueach. 
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Detailed  list  excluding  major  conferences — Supplemental  international  contingencies 
appropriation,  1959  fiscal  year — Continued 


Activity 


Place  and  time 


Number 
at  TO  ex- 
pense 


Total 


PARTiaPATION  IN  INTERNATIONAL  CONFERENCES— Continued 


(o)  International  organizations— Continued 
3.  Other  international  organizations: 

Inter- American: 

Technical  Advisory  Council  of  Inter-Ameri- 
can Institute  of  Agricultural  Sciences,  4th 
meeting. 

Agriculture,  6th  Inter-American  Conference 
on. 

Pan  American  Highway  Congress,  meeting 
of  technical  committee  on  terminology. 

Pan  American  Highway  Congress,  meeting 
of  the  technical  committee  of  experts  on 
development  of  governmental  highway 
agencies. 

IAtECQS.OC,  permanent  technical  commit- 
tee on  ports. 

Indian' Conference,  4th  Inter-American 

PASO,  executive  committee,  37th— 

Inter- American  Commission  of  Women,  14th 
General  Assembly. 

lATC,  meeting  of  technical  committee  of 
experts  on  travel  plant. 

Directors  of  tourism,  immigration,  and 
customs. 

Commodities: 

International  Cotton  Advisory  Committee 
18th  plenary  meeting. 

International  Rubber  Study  Group,  manage- 
ment committee. 

International  Wheat  Council,  26th  session—. 

Fisheries:  ' 

International  Whaling  Commission,  11th 
meeting. 

Internaticnal  Commission  for  Northwest 
Atlantic  Fisheries. 

Others: 

Conference  on  the  Revision  of  the  Agreement 
and  28th  Caribbean  Commission. 

South  Pacific  Commission:  19th  session  and 
4th  South  Pacific  conference. 

Southeast  Asia  Treaty  Organization:  Council 
meeting,  5th. 

International  Atomic  Energy  Agency:  Board 
of  Governors  and  working  parties. 

(6)  Otha'  international  conferences: 

Intergovernmental  Committee  for  European  Migration 
(ICEM):  Executive  committee,  12th,  and  ICEM 
council,  10th  session. 

General  Agreement  on  Tariffs  and  Trade  (GATT): 
Contracting  parties  to  GATT:  14th  session 


Turrialba,  March  1 

1969. 


Guatemala,  May 
16-25. 

Buenos  Aires, 

Mar.  17-21. 
Lima,  Mar.  9-13.. 


24 

1 

1 


Montevideo,  3 

March  1959. 

Guatemala,  May  3 

16-25. 


Washington, 
June  1959. 
do 

Washington, 
spring  1959. 
San  Salvador, 
April  1959. 


5 


Washington,  

May  13-22. 

London,  May  2 

1969. 

London,  spring  2 

1959. 

London,  June  22. . 1 


Montreal,  June  1.. 


7 


Trinidad,  Mar.  9— 

Rabaul,  New 
Guinea,  May 
13-17. 

Wellington,  Apr. 
8-10. 

Vienna,  1959 
fiscal  year. 

Geneva 


8 

6 

40 

3 

4 


Geneva,  May 
11-30. 
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$500 

13,500 

1.300 

1,000 

3.000 

1.700 
200 
500 
200 

2,600 

7,500 

2.000 
2,000 

1, 100 

1,600 

4.300 

12,000 

47,000 

3,400 

4. 700 
26,  500 


Committee  meetings  (8  meetings) 

Dairy  Congress,  15th  International 

Suspension  of  nuclear  tests,  negotiations  on  political 
aspects. 

Administrative  support  costs  for  Geneva  contribu- 


Geneva,  January-  i 8 

June. 

London,  Jtme  29-  4 

July  4. 

Geneva,  Oct.  31... 


8,800 
3, 500 
9,200 


51.  700 


tions. 

Coffee  Study  Group 

General  Agreement  on  Tariffs  and  Trade 


15. 000 

12. 000 


Total 


348, 600 


Mr.  Thomas.  Is  there  any  degree  of  certainty  attached  to  that  ex- 
pense of  $300,000,  or  is  that  just  planning? 

Mr.  Wn^cox.  No,  sir.  We  have  all  the  meetings  listed  here. 

Mr.  Thomas.  And  we  are  going  to  go  through  with  all  of  them  ? 
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.Mr.  AV  iix'ox.  There  is  always  the  possibility,  Mr.  Chairmaii,  that 
.<onielJiiiig  might  happen  to  throw  the  Foreign  Ministers’  meeting  off 
the  track.  AVe  tliink  it  will  be  held,  but  we  are  preparing  a reply 
now  to  the  Soviet  Union’s  recent  letter. 

.Air.  Tiio:\tAs.  You  have  three  big  items  in  here  that  will  total 
$041,000  and  the  list  that  you  put  into  the  record  will  cost  $348,600, 
and  that  will  leave  us  about  $&0,000  to  cover  the  ones  that  you  are 
justifying. 

JUSTIFICATION'  OF  THE  ESTIMATE 

AVe  will  put  pages  4,  5,  and  6 of  the  justifications  in  the  record  at 
this  time. 

(The  pages  referred  to  are  as  follows:) 

Justification  of  Estimate 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAU  APPROPRIATION 

Additional  funds  in  the  amount  of  $1,200,000  are  requested  primarily  for  new 
activities  that  have  developed  since  the  budget  for  1959  was  submitted. 

The  new  activities  which  have  developed  include  the  emergency  session  of 
the  United  Nations  General  Assembly  (New  York)  ; discussions  on  nuclear  test 
suspension  (two  meetings — Geneva)  ; Inter-American  foreign  ministers  meeting 
(Washington)  ; discussions  on  prevention  of  surprise  attack  (Geneva)  ; U.S. 
host  cost  for  the  Twelfth  Session  of  the  Assembly  of  the  International  Civil 
Aviation  Organization  (San  Diego),  authorized  by  Public  Law  85-448 ; a pending 
International  Conference  on  Antarctica,  and  a possible  foreign  ministers 
meeting. 

The  1959  appropriation  of  $1,600,000  is  two-thirds  of  the  $2,400,000  the  De- 
partment requested.  The  Department  has  operated  the  conference  program 
in  the  manner  it  believes  to  be  in  the  best  national  interest.  The  size  of  the 
oflacial  U.S.  delegations  financed  by  this  appropriation  have  been  kept  at  a 
minimum,  as  have  supporting  staff  and  services.  Government  personnel  in 
I>osts  neighboring  the  sites  of  the  conferences  have  been  utilized  to  the  fullest 
and  only  expert  personnel  have  been  sent  from  Washington.  Berth  accom- 
modations for  travelers  have  been  eliminated  on  flights  of  less  than  18  hours 
duration.  However,  increasing  costs,  conferences  lasting  longer  than  antici- 
pated, and  new  activities  which  had  developed  since  enactment  of  the  fiscal 
year  1959  appropriation  cause  the  Department  to  request  supplemental  funds. 
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International  Contingencies,  1959 

Summary  of  obligations  (July  1,  1958— January  81,  1959)  plus  additional  estimated 

requirements  (February  1-June  SO,  1959) 


Activity 


I.  Participation  in  international  conferences: 

(c)  Meetings  of  international  organizations: 

1.  U.N.  organs  and  subsidiary  bodies: 

General  Assembly 

Economic  and  Social  Council 

Security  Council 

Trusteeship  Council 

International  Court  of  Justice 

Total,  U,X.  organs  and  subsidiary 
bodies 

2.  Specialized  agencies  of  the  U.X.: 

Food  and  Agriculture  Organization 

International  Civil  Aviation  Organiza- 
tion  

' International  Labor  Organization 

Intergovernmental  Maritime  Con- 
sultative Organization 

International  Telecommunication 

Union 

U.N.  Educational,  Scientific,  and  Cul- 
tural Organization 

World  Health  Organization 

World  Meteorological  Organization 

Investigations — ILO  and  WHO 

Total,  specialized  agencies  of  the 
U.N—. 

3.  Other  international  organizations: 

Inter- American 

Scientific  unions... 

Commodities 

Fisheries 

Others 

Total,  other  international  organiza- 
tions  

Total,  international  organizations.... 

(6)  Other  international  conferences.. 

• Total,  participation  in  international  conferences 

II.  U.S.  missions  on  special  assignments 

III.  Participation  in  new  or  provisional  international  organi- 
zations— contributions 

Total 


Fiscal  year  1959 


Obligations 
July  1- 
Jan.  31 

Estimated 
requirements 
Feb.  1- 
June  30 

Total 

estimates 

$456,  273 
53, 075 
75 
1,  560 
2, 450 

$4, 100 
67,  900 
500 
5,  500 

$460, 373 
120, 975 
575 
7, 060 
2, 450 

513, 433 

78, 000 

591,433 

19, 719 

12,602 

32, 321 

56, 762 
4 , ooO 

21, 800 

44, 675 

234, 600 
61, 200 

291, 362 
68, 750 

21, 800 

134, 075 

89,400 

73, 114 
4, 300 
5, 455 
5, 360 

3, 700 
27)800 
11,000 
9, 140 

76, 814 
32, 100 
16, 455 
14, 500 

238, 735 

449,442 

688, 177 

33, 671 
8,526 
24,500 
23,225 
106,  718 

24,400 

58, 071 
8, 526 
36,000 
25, 825 
173, 418 

ii,  500 
2, 600 
66,  700 

196,640 

105,200 

301, 840 

948,  808 

632,642 

1,  581, 450 

335, 450 

555, 200 

890, 650 

1, 284, 258 

1, 187, 842 

2, 472, 100 

28, 800 

27, 400 

56, 200 

39, 120 

232,  580 

271, 700 

1,352, 178 

1,  447, 822 

2,800,000 
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Mr.  Thomas.  Is  it  a fair  assumption  that  you  have  from  $100,000 
to  $200,000  for  cushion  in  these  estimates? 

Mr.  Wilcox.  No,  sir.  We  have  been  very  careful  under  instruc- 
tions from  Mr.  Henderson  and  the  Bureau  of  the  Budget.  We  cal- 
culate those  things  just  as  carefully  as  we  can.  It  is  entirely  pos- 
sible that  because  of  the  changes  made  in  connection  with  some  con- 
ferences we  may  be  able  to  make  some  savings,  but  because  of  a 
change  of  date  one  way  or  the  other  we  might  get  caught  without 
sufHcient  funds. 

Mr.  Thomas.  You  are  a gentleman  and  a scholar. 

Mr.  Wilcox.  Thank  you,  sir. 

Mr.  Thomas.  As  long  as  you  work  with  Secretary  Henderson  you 
are  not  going  to  put  any  more  than  12  or  15  percent  cushion  in  here. 
If  you  get  over  12  or  15  percent  cushion — well,  it  might  be  all  right. 
Never  be  without  that  shock  absorber.  It  is  a good  thing  to  have. 

Mr.  Henderson.  I can  assure  you  we  have  no  cushion  in  this  one. 


Thursday,  March  5, 1959. 

International  Boundary  and  Water  Commission,  United  States 

AND  Mexico 

WITNESSES 

LELAND  H.  HEWITT,  COMMISSIONEB 


Operation  and  Maintenance 


Program  and  financing 


1959  presently 
available 

1959  revised 
estim.ato 

1959  increase 

Program  by  activities: 

Operatins:  costs: 

1.  El  Paso  proiects 

2,  Lower  Rio  Grande  flood  control  project 

3.  Falcon  dam  and  powerplant 

4,  International  gating  stations 

$582, 690 
459,  300 
247,610 
262, 000 

-41,  500 

$602,390 
473,  500 
252,110 
262, 000 
. , 911,600 

$91, 700 
14, 200 
' 4,500 

5.  Rio  Grande  emergency  flood  protection 

Supplemental  required  for  pay  increases 

Total  operating  costs 

911,600 

41,500 

1,  510, 100 

2,  501, 600 

991,  500 

6.  Unfunded  adjustments  to  total  operating  costs: 

Depreciation  included  above  (— ) 

Net  operating  costs,  funded 

Capital  outlay: 

7.  Replacement  nf  equipment 

-111,500 

-111,  500 

1, 398, 600 
165,  800 

2, 390, 100 
165, 800 

991, 500 

Total  costs,  funded 

8.  Relation  of  costs  to  obligations: 

Costs  financed  from  obligations  of  other  years, 
net  (—)  - 

1,  564,  400 
-116,805 

2,  555,  900 
-116,805 

991, 500 

Total  program  (obligations). 

Financing:  1959  appropriation  available  in  1958 

New  obligational  authority 

1,447,  595 
122, 405 

2,  439, 095 
122,  405 

991,  500 

1,  570, 000 

2,  561,  500 

991, 500 
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Object  classification 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contmctual  services 

08  Supplies  and  materials 

09  Equipment.  - 

10  Lands  and  structures 1 

11  Grants,  subsidies,  and  contributions;  Contributions  to 

retirement  fund...  ’ 

15  Taxes  and  assessments 

1959  appronriation  available  in  1958 

Supplemental  required  for  pay  increases 

Subtotal 

Deduct  charges  for  quarters 

Total  obligations.. 


1959  presently 

1959  revised 

1959  increase 

available 

estimate 

$260 

$320 

$60 

6 

18 

12 

245 

311 

66 

245 

288 

43 

$1, 086, 355 

$1, 297, 355 

$211, 000 

18, 350 

53, 350 

35. 000 

18, 985 

- 32,985 

14,000 

1, 123,  690 

1, 383,  690 

260, 000 

4,  050 

5, 050 

1, 000 

7,  550 

7,  550 

16, 150 

16,150 

14.  290 

14, 200 

50 

50 

15.  020 

200,  020 

185, 000 

210, 000 

460, 000 

250,000 

172, 500 

172, 500 

250, 000 

250,000 

65, 440 

67,440 

2,000 

850 

2, 850 

2,000 

-122,405 

-122, 405 

-41, 500 

41,600 

1, 465,  595 

2, 457, 095 

991,500 

-18, 000 

-18, 000 

1, 447, 595 

2, 439, 095 

991,600 

Mr.  Thomas.  We  will  now  take  up  the  item  of  the  International 
Boundary  and  Water  Commission,  United  States  and  Mexico,  where 
you  are  requesting  $991,500.  It  seems  as  though  I have  heard  of  this 
before. 

We  will  insert  pages  1,  6,  7,  8,  9 and  10  in  the  record. 

(The  pages  referred  to  follow:) 

(H.  Doc.  58) 

International  Boundary  and  Water  Commission,  United  States  and  Mexico, 
Operation  and  Maintenance,  State,  1959 


Request  (for  5 months  from  Feb.  1,  1959) $991,500 

Appropriation  to  date $1,570,000 

Obligations  to  Jan.  31,  1959 $1,  085,  965 

Expenditures  to  Jan.  31,  1959 $875,  611 

Budget  estimate  next  fiscal  year $2, 160,  000 

Employment : 

Average  number  current  appropriation 245 

Number  involved  this  estimate 60 

Actual  employment  Dec.  31,  1958 236 


PURPOSE  AND  need  FOR  SUPPLEMENTAL  FUNDS 

This  estimate  of  $991,500  in  fiscal  year  1959  is  to  provide  funds  in  the  amount 
of  $38,400  to  cover  wage  board  increases  granted  during  the  current  year  to 
employees  performing  work  in  the  El  Paso,  lower  Rio  Grande,  and  the  Falcon 
Dam  and  powerplant  projects,  to  provide  an  amount  of  $41,500  for  increased 
pay  costs  occasioned  by  Public  Law  85-462,  and  to  provide  an  additional  amount 
of  $911,600  as  a result  of  the  recent  record  breaking  flood  experienced  on  the  Rio 
Grande  below  Falcon  Dam  and  the  September  flood  on  the  Rio  Grande  in  the 
El  Paso  projects.  The  latter  funds  will  be  used  for  replacement  of  $250,000  in 
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tho  “Oi)cration  and  maintenance”  appropriation  which  has  been  expended  for 
omcr'^'cncy  Hood  tig^hting  and  repairs,  and  replacement  of  $661,600  in  the  “Con- 
struct ion”  appropriation  expended  and  estimated  to  be  expended  for  immediate 
repair  of  damaged  works. 

Operation  and  Maintenance,  International  Boundary  and  Water 
Commission,  United  States  and  Mexico 

JUSTIFICATION 

O’his  request  is  to  provide  funds  in  fiscal  year  1959  in  the  amount  of  $38,400 
to  co\(‘r  wage  board  increases  granted  during  the  current  year  to  employees 
I>erforming  work  in  the  El  Paso,  lower  Rio  Grande,  and  the  Falcon  Dam  and 
powcrplant  projects,  to  provide  an  amount  of  $41,500  for  increased  pay  costs 
occasioned  by  Public  Law  85-462,  and  to  provide  an  additional  amount  of 
$911,()00  as  a result  of  the  recent  recordbreaking  flood  experienced  on  the  Rio 
Graude  below  Falcon  Dam  and  the  September  flood  on  the  Rio  Grande  in  the 
El  Paso  projects.  The  latter  funds  will  be  used  for  replacement  of  $250,000  in 
the  “Operation  and  maintenance”  appropriation  which  has  been  expended  for 
emergency  flood  fighting  and  repairs,  and  replacement  of  $661,600  in  the  “Con- 
struction” appropriation  expended  and  estimated  to  be  expended  for  immediate 
repair  of  damaged  works. 

The  devastating  floods  caused  great  damage  to  various  flood-control  struc- 
tures maintained  by  the  Commission.  The  flood  damage  to  these  structures 
constitutes  a grave  risk  to  life  and  property  along  the  river  in  the  event  of 
further  heavy  rains.  The  situation  is  particularly  critical,  since  all  reservoirs 
on  the  Mexican  side  of  the  river  are  filled  and  the  joint  multiple-purpose  storage 
provided  by  Falcon  Dam  is  filled  to  the  top  of  conservation  level.  It  is  thus 
essential  that  damage  to  the  protective  works  be  repaired  immediately. 

Lower  Rio  Grande  flood  control  project 

As  a result  of  heavy  rains  of  unprecedented  duration  on  portions  of  the  Rio 
Grande  watershed  in  September,  October,  and  November  1958,  the  two  lower- 
most major  reservoirs  on  the  watershed,  the  international  Falcon  Reservoir  on 
the  Rio  Grande  and  Mexico’s  Marte  R.  Gomez  Reservoir  on  the  tributary  Rio 
San  Juan  which  enters  the  Rio  Grande  below  Falcon,  filled  and  record  spills 
were  required  to  preserve  the  safety  of  the  dams.  The  concurrent  spills  from 
the  two  reservoirs  were  added  to  by  floodwaters  which  poured  into  the  Rio 
Grande  from  the  Rio  Alamo,  another  Mexican  tributary  which  also  enters  the 
river  below  Falcon.  The  combined  flows,  producing  at  Rio  Grande  City  a flood 
peak  of  100,000  c.f.s.,  and  over  60,000  c.f.s.  for  near  record  duration  of  8 days, 
severely  tested  for  the  first  time  since  their  construction  in  1932  the  levee  pro- 
tective works  and  floodways  on  the  United  States  and  Mexican  banks  of  the 
river  in  the  Lower  Rio  Grande  Valle5^ 

On  the  Mexican  side,  certain  levees  failed  and  others  were  breached  to  save 
cities,  resulting  in  flooding  of  75,000  to  100,000  acres  of  irrigated  lands.  This 
necessitated  moving  and  providing  care  for  some  8,000  people  who  were  located 
in  the  flooded  area.  On  the  U.S.  side,  the  main  levees  both  along  the  river 
and  floodways  aggregating  256  miles,  held  and  saved  damages  in  this  country 
estimated  at  more  than  $50  million.  In  addition  to  damages  to  the  protective 
works  itemized  on  the  following  pages,  developed  lands  in  the  designed  flood- 
ways  were  inundated  and  rainwater  accumulating  on  adjoining  land  could 
not  drain  into  the  floodways. 

El  Paso,  Rio  Grande  projects 

Heavy  rains  on  the  contributory  watersheds  to  the  Rio  Grande  below  Ele- 
phant Butte  Dam  on  September  13  and  14,  1958,  caused  extreme  highwater 
stages  along  the  Rio  Grande  from  immediately  below  Caballo  Reservoir  in 
New  Mexico  to  Quitman  Canyon  in  Texas,  a distance  of  approximately  200 
miles.  Although  no  property  damage  occurred  along  the  aforementioned  reach 
of  river,  which  comprises  the  El  Paso  projects,  considerable  damage  was  caused 
to  revetted  reaches  of  the  channeled  banks.  In  order  to  keep  the  projects  at 
their  designed  efficiency  the  flood  damaged  portions  are  being  replaced  as  quick- 
ly as  possible. 

The  total  amount  of  $112,022  available  in  the  “Rio  Grande  emergency  flood 
protection”  appropriation  was  exhausted  during  the  early  stages  of  the  flood 
fighting  and  it  was  necessary  to  allot  funds  in  the  amounts  of  $250,000  from 


935 


the  “Operation  and  maintenance”  appropriation,  and  $661,600  from  the  “Construc- 
tion” appropriation  to  enable  continuation  of  the  flood  flghting  and  make  urgent- 
ly needed  repairs  to  works  damaged  by  the  floodwaters. 

Following  is  the  detailed  estimate  of  amounts  expended  for  flood  fighting  and 
repair  of  damages  to  the  projects : 

Obligations  incurred  for  flood  fighting  in  excess  of  $112,000  expended  from  the 
‘‘Rio  Grande  emergency  flood  protection”  appropriation 


Personal  services $55,  500 

Supplies,  materials,  and  miscellaneous 9, 050 

Shop  labor  and  equipment  use 7,  250 

Equipment  rental 27,  000 


Subtotal,  emergency  flood  fighting 98,  800 


DAMAGES  TO  LOWER  RIO  GRANDE  FLOOD  CONTROL  PROJECT 


Item  No. 

Item 

Cost 

Feature  cost 

1 

Levee  repairs: 

(a)  t epairing  breaks  in  King  Ranch  levee 

$10, 000 

(h)  Levee  road  blading 

15, 000 

(c)  Levee  slope  repair  due  to  breaching. 

60, 000 

(d)  Repair  reaches  of  levee  badly  cracked 

25, 000 

(e)  Place  berms  in  reaches  of  levee  where  seepage  occurred— 

82, 000 

(/)  Raising  existing  north  levee  1 mile. 

17, 000 

$209. 000 

2 

Flood  way  repairs: 

(a)  Pilot  channel  cleanout  and  repair 

70,000 

(b)  Lateral  drain  cleanout 

12, 500 

i 

82,500 

3 

Structure  repair: 

(a)  Levee  culverts— cleanout,  inspection,  and  repair 

32. 500 

(b)  Pilot  channel  bridges— repair  and  replacement 

50, 000 

82, 500 

4 

Revetment: 

(a)  Repairs  __  

75, 000 

75, 000 

5 

Clearing: 

(a)  Arroyo  Colorado 

146,  000 

(b)  North  floodway 

45,  000 

191, 000 

Subtotal,  damages 

640,  000 

6 

Engineering  services: 

(a)  Field  and  offlce - 

36,  800 

36,  800 

Subtotal,  Lower  Rio  Grande 

676, 800 

DAMAGES  TO  EL  PASO  RIO  GRANDE  PROJECTS 


1 

Revetment: 

(a)  Repairs  

$136, 000 

$136, 000 

Total  cost  of  flood  fighting  and  damages 

911,600 

Increased  Pay  Act  costs:  Amount  required,  $41,500 

It  has  been  necessary  to  reduce  employment  from  the  July  1958  level  of  238 
positions  to  231  positions  to  stay  within  funds  available  for  personal  services 
and  related  costs.  This  is  11  percent  below  the  total  of  260  positions  author- 
ized and  required  to  maintain  the  projects  at  proper  standards.  To  absorb  any 
part  of  the  increased  costs  would  require  a furt;her  reduction  in  force  which 
would  cause  a serious  and  costly  delay  in  performance  of  the  work  items. 
Such  a delay  would  be  especially  significant  at  this  time  since  the  recent  floods 
occurring  on  the  Rio  Grande  have  increased  the  workload  in  excess  of  the 
normal  requirements. 

In  determining  the  estimated  costs,  U.S.  General  Accounting  Ofiice  Salary 
Table  No.  39,  approved  June  20,  1958,  was  used  to  compute  the.  actual  increased 
cost  for  each  employee  on  the  rolls.  Unfilled  positions  were  not  considered  in 
this  computation.  The  payroll  for  the  period  ending  November  29,  1958,  cover- 
ing 231  permanent  employees,  amounted  to  $42,333,  or  $1,100,671  on  a per  annum 
basis. 
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General  Statement 

(V)lonel  IIewht.  Mr.  Chairman  and  members  of  the  committee, 
this  re(iuesl  is  to  provide  funds  in  fiscal  year  1959  in  the  amount  of 
$•‘>8,100  to  cover  wage  board  increases  granted  during  the  current  year 
to  employees  performing  work  in  the  El  Paso,  lower  Eio  Grande, 
and  the  Falcon  Dam  and  powerplant  projects,  to  provide  an  amount 
of  $11,500  for  increased  pay  costs  occasioned  by  Public  Law  85-462, 
and  to  provide  an  additional  amount  of  $911,600  to  repair  damages 
t caused  by  the  recent  recordbreaking  fiood  experienced  on  the  Eio 
Grande  l>elow  Falcon  Dam  and  the  September  flood  on  the  Eio  Grande 
in  the  Pll  Paso  projects.  The  latter  funds  will  be  used  for  replace- 
ment of  $250,000  in  the  operation  and  maintenance  appropriation 
which  has  been  expended  for  emergency  flood  fighting  and  repairs, 
and  replacement  of  $661,600  in  the  construction  appropriation  ex- 
pended and  estimated  to  be  expended  for  immediate  repair  of  dam- 
aged works. 

The  devastating  floods  caused  great  damage  to  various  flood  control 
structures  maintained  by  the  Commission.  If  not  repaired  at  once 
the  damages  to  these  strutcures  constitute  a grave  risk  to  life  and 
property  along  the  river  in  the  event  of  further  heavy  rains.  The 
situation  is  particularly  critical  since  all  reservoirs  on  the  Mexican 
side  of  the  river  are  filled  and  the  joint  multiple-purpose  storage  pro- 
vided by  Falcon  Dam  is  filled  to  the  top  of  conservation  level.  It  is 
thus  essential  that  damage  to  the  protective  works  be  repaired  im- 
mediately. 

LOWER  RIO  grande  FT^OOD  CONTROL  PROJECT 

As  a result  of  heavy  rains  of  unprecedented  duration  on  portions 
of  the  Eio  Grande  watershed  in  September,  October,  and  November 
1958,  the  two  lowermost  major  reservoirs  on  the  watershed,  the  inter- 
national Falcon  Eeservoir  on  the  Eio  Grande  and  Mexico’s  Marte  E. 
Gomez  Eeservoir  on  the  tributary  Eio  San  Juan  which  enters  the 
Eio  Grande  below  Falcon,  filled  and  record  spills  were  required  to 
preserve  the  safety  of  the  dams.  The  concurrent  spills  from  the  two 
reservoirs  were  added  to  by  flood  waters  which  poured  into  the  Eio 
Grande  from  the  Eio  Alamo,  another  Mexican  tributary  which  also 
enters  the  river  below  Falcon.  The  combined  flows,  producing  at 
Eio  Grande  City  a flood  peak  of  100,000  cubic  feet  per  second,  and 
over  60,000  cubic  feet  per  second  for  near  record  duration  of  8 days, 
severely  tested  for  the  first  time  since  their  construction  in  1932  the 
levee  protective  works  and  floodways  on  the  United  States  and  Mexican 
sides  of  the  luver  in  the  lower  Eio  Grande  Valley.  The  U S.  main 
levees  both  along  the  river  and  floodways  asrgregating  256  miles,  held 
and  saved  damaires  in  this  country  estimated  at  more  than  $50  million. 
However,  floodflows  during  the  flood  overtopped  the  existing  levees 
in  the  King  Eanch  reach  and  breached  them  at  10  locations  and  it 
will  be  necessary  to  restore  the  levees  at  these  breaks.  As  a result 
of  the  heavy  usage  and  continued  rainfall  during  the  flood  period, 
the  levee  rondway  surfaces  must  be  reshaped,  bladed,  and  restored  to 
normal  conditions.  The  continued  heavy  flows  in  the  floodways  and 
river  resulted  in  erosion  damage  to  the  levee  slopes  and  they  must  be 
restored  to  the  normal  section  to  preserve  the  stability  of  the  levees. 
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Embankment  settlement  resulting  from  foundation  saturation 
caused  severe  cracks  in  the  levees  and  it  is  necessary  to  consolidate 
the  levee  embankment  by  grouting  the  voids.  Certain  reaches  of 
levee  developed  moderate  to  heavy  seepage  at  the  base  of  the  levee 
in  the  imderlying  sand  formation  and  to  prevent  such  seepage  a berm 
must  be  placed  on  the  landside  to  offset  the  pressure  of  waters  per- 
colating through  the  base  of  the  levee.  Temporary  dikes  were  thrown 
up  in  several  sections  of  the  north  levee  of  the  Arroyo  Colorado  to 
prevent  flows  from  going  around  the  ends  of  existing  levees.  It  is 
necessary  to  raise  these  temporary  dikes  to  full  levee  cross  section. 
The  pilot  channel  in  the  floodways  is  the  main  drainage  channel  serv- 
ing the  area.  As  a result  of  erosion  and  silting  from  floodflows,  it 
is  necessary  to  restore  the  grades  and  alinement  of  the  channel  to 
carry  off  storm  and  natural  drainage  flow.  The  lateral  drains  carry 
natural  and  storm  drainage  from  adjoining  lands  to  the  pilot  channel 
and  it  is  necessary  to  clean  these  drains  of  silt  and  accumulated  debris 
resulting  from  the  heavy  flows.  Due  to  silting  during  floodflows, 
and  emergency  sandbagging  where  required  to  stop  leaks,  all  drain- 
age and  irrigation  structures  must  be  cleared  of  debris  and  all  gates 
oiled  and  inspected  and  repairs  made  as  needed.  All  maintenance 
briges  over  the  pilot  channel  in  the  floodway  must  be  replaced  or 
repaired  as  needed  to  provide  access  to  project  works.  Two  months 
of  continuing  floodflows  in  the  river  resulted  in  loss  of  and  damage 
to  revement  installations  and  must  be  repaired  or  replaced  in  order 
to  provide  protection  to  project  works.  The  high  stage  of  flood- 
waters  in  the  King  Ranch  portion  of  the  North  Flood  way  was  due 
to  brush  growth  in  the  floodway  and  this  brush  must  be  cleared  to 
prevent  a recurrence  of  the  overtopping  and  breaching  of  the  levees. 
In  order  to  lower  the  stage  of  floodwaters  in  the  lower  portion  of  the 
Arroyo  Colorado  where  the  levees  were  seriously  threatened  during 
the  flood  it  is  necessary  to  remove  the  brush  growth  and  provide  an 
unobstructed  passage  for  the  floodwaters.  The  emergency  work  nec- 
essary to  restore  the  project  to  normal  will  require  additional  engi- 
neering services  and  personnel  both  in  the  office  and  in  the  field  to 
assist  regular  engineering  forces. 

It  is  estimated  that  the  sum  of  $676,800  will  be  required  to  accom- 
plish the  work  outlined  and  restore  the  project  to  its  designed 
efficiency. 

These  estimates  were  prepared  during  the  flood  period  when  the 
full  extent  of  the  damages  to  the  project  could  not  be  determined 
because  of  high  floodwaters.  Subsequent  surveys  have  disclosed  other 
damages  requiring  repairs,  which  may  necessitate  redistributions  of 
the  amount  shown  as  applied  to  various  work  items  in  the  program 
presented. 

EL  PASO  RIO  GRANDE  PROJECTS 

Heavy  rains  on  the  contributory  watersheds  to  the  Rio  Grande 
below  Elephant  Butte  Dam  on  September  13  and  14,  1958,  caused 
extreme  high-water  stages  along  the  Rio  Grande  from  immediately  be- 
low Caballo  Reservoir  in  New  Mexico  to  Quitman  Canyon  in  Texas. 
Although  no  property  damage  occurred  along  this  reach  of  the  river, 
which  comprises  the  El  Paso  projects,  considerable  damage  was  caused 
to  revetted  reaches  of  the  channel  banks.  Approximately  15,050  bank- 
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of  rock  i-ovetment,  of  which  6,050  bank-feet  was  a total  loss,  will 
i-cqiiire  rt‘j)airin"  and  replacing.  This  work  must  be  done  to  stabi- 
lize tlie  river  channel  and  prevent  erosion  to  project  levees  and  subse- 
quent flooding  if  ]evee^s  are  breached.  It  is  estimated  that  the  sum  of 
$1 :)(),( )00  will  be  Inquired  for  this  work. 

Mr.  T Ho.uAs.  This  request  is  broken  down  into  four  items:  $38,400 
to  co\er  wao^e  board  increases,  $41,500  for  increased  pay  costs  oc- 
casioned by  Public  Law  462,  $911,600  as  a result  of  the  recent  record- 
breaking  flood  experience  on  the  Lower  Kio  Grande  below  the  Falcon 
Oam,  and  $250,000  in  the  operation  and  maintenance  appropriation 
which  has  been  expended  for  emergency  flood  fighting  and  repairs. 

flow  much  of  the  $911,600  did  you  actually  have  to  have? 

Colonel  ITfavitt.  How  much  money  do  we  have  to  have  here? 

.Mr.  TiroMAs.  You  do  not  need  this  $661,000,  do  you? 

Colonel  Hewitt.  Yes. 

IVe  used  to  have  an  appropriation  which  was  called  Rio  Grande 
emergency  flood  protection  and  the  Congress  objected  to  that,  so  in 
Public  Law  603  of  the  84th  Congress  it  was  indicated  that  in  an 
emergency  we  might  use  funds  that  we  have  available. 

Mr.  Thomas.  How  much  have  you  actually  committed  on  this 
emergency  fund  ? 

Colonel  Hewitt.  We  are  in  the  process  of  committing  the  whole 
thing.  Actually,  right  now  we  have  committed  about  $166,000  in  ad- 
dition to  what  we  have  now,  but  we  have  contracts  that  we  are  in  the 
process  of  negotiating  which  will  take  the  rest  of  it. 

Mr.  Thomas.  That  is  $911,000.  That  is  the  lion’s  share.  This  is  90 
percent  of  your  whole  appropriation  ? 

Colonel  Hewitt.  Yes. 

Mr.  Thomas.  What  were  the  items  committed  for? 

Colonel  Hewitt.  Possibly  I can  outline  exactly  what  occurred  down 
there  during  the  flood.  The  floods  occurred  in  El  Paso.  We  had  to 
go  out  on  flood  fighting  down  there.  I would  like  to  show  you,  if  I 
may,  some  of  the  photographs. 

Mr.  Thomas.  You  can  tell  us  without  that.  You  had  a lot  of  water 
and  we  know  that.  If  we  had  had  five  dams  the  country  would  have 
been  better  off. 

Colonel  Hewitt.  If  we  had  had  another  dam  we  would  not  have 
had  the  trouble. 

Mr.  Thomas.  We  ought  to  have  another  dam. 

Colonel  Hewitt.  Yes.  However,  our  levees  were  damaged.  We 
had  to  fight  floods  out  there  for  a long  period  of  time.  We  had  patrols 
that  operated  24  hours  a day.  We  had  weaknesses  which  developed 
in  our  levee  system.  We  had  to  build  new  levees  in  certain  parts  in 
order  to  keep  the  area  from  being  flooded.  The  gates  on  our  struc- 
tures which  go  through  the  levees  became  damaged  and  we  had  to 
repair  them.  We  have  to  raise  the  levees  in  certain  area  which  makes 
it  necessary  to  spend  these  funds  to  get  protection  when  the  valley 
needs  it.  At  the  present  time  we  have  all  of  our  reservoirs  filled. 
They  are  in  a condition  which,  if  we  even  have  a moderate  storm,  will 
mean  that  we  will  have  these  flood  conditions  being  repeated.  In 
order  to  get  our  levees  in  a condition  which  we  should  have,  and  in 
order  to  provide  the  protection  for  the  lower  valley,  this  is  the  mini- 
mum amount  of  money  we  can  use.  We  could  use  a lot  more  than 
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we  have  asked  for  right  now.  We  made  this  estimate  during  the 
period  of  the  flood,  and  it  is  exactly  as  we  could  make  it  at  that  time. 
However,  if  I were  making  it  over  again,  I would  ask  for  more  money. 

Mr.  Thomas.  Is  most  of  this  money  for  salaries  that  you  paid  for 
the  extra  employees  down  there  for  protection? 

Colonel  Hewitt.  Some  of  it  is  for  extra  employees.  However, 
we  expect  to  do  70  percent  of  this  work  by  contract. 

Mr.  Jensen.  For  many  years  I have  been  interested  in  the  Kio 
Grande  problem.  I followed  the  Kio  Grande  from  almost  its  source 
to  El  Paso  last  fall  and  you  do  have  a terrifically  bad  situation  on  the 
Rio  Grande  River.  I can  understand  your  concern  and  why  it  was 
necessary  for  you  to  spend  this  money. 

That  is  all,  Mr.  Chairman. 

Mr.  Thomas.  Thank  you  very  much.  Colonel. 


Thursday,  March  5, 1959. 
Payment  to  the  Philippine  Government 

WITNESSES 

WALTER  S.  ROBERTSON,  ASSISTANT  SECRETARY  FOR  FAR  EASTERN 
AFFAIRS 

WILLIAM  O.  HALL,  DEPUTY  ASSISTANT  SECRETARY  FOR  BUDGET 
AND  FINANCE 

Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

Program  by  activities:  Payment  to  the  Government  of  the 
philippirifif?  (total  obligations’)  

$23, 862,  751 

$23, 862, 751 

Pinancinv:  Appropriation  _ 

23, 862, 751 

23, 862,  751 

Object  classification 


1959  presently 
available 

19o9frevised 

estimate 

1959  increase 

13  5 Refunds,  awards,  and  indemnities  (total  obligations) 

$23, 862, 751 

$23. 862, 751 

Mr.  Thomas.  We  will  now  take  up  the  item  of  payment  to  the 
Philippine  Government,  $23,862,751. 


GENERAL  STATEMENT 

Mr.  Robertson.  The  President  of  the  Republic  of  the  Philippines, 
Mr.  Garcia,  while  in  the  United  States  last  June,  discussed  with  the 
President  and  the  Secretary  various  problems  which  had  arisen  in 
the  course  of  the  close  and  friendly  relations  which  have  traditionally 
existed  between  the  two  countries.  During  the  course  of  these  dis- 
cussions he  adverted  to  the  fact  that  the  United  States  had  not  yet 
made  payment  to  the  Republic  of  the  Philippines  the  sum  of  $23, 862, ~ 


940 


750.78,  authorized  by  law  enacted  by  the  United  States  in  1934, 
in  order  to  restore  the  gold  value  of  the  Philippine  currency  reserves 
as  they  existed  on  January  31, 1934,  .when  the  President  of  the  United 
vStates  reduced  the  weight  of  the  gold  dollar  by  proclamation. 

In  response  to  tlie  initiative  of  the  executive  branch,  the  73d  Con- 
gress enacted  Public  Law  No.  419,  which  authorized  the  Treasury 
Department  to  pay  the  Philippines  $23,862,750.78.  This  is  an  amount 
equal  to  the  increase  in  value  (resulting  from  the  reduction  of  the 
weight  of  the  gold  dollar)  of  the  gold  equivalent  at  the  opening  of 
business  on  January  31,  1934,  of  the  balances  maintained  at  that  time 
in  banks  in  the  continental  United  States  by  the  Government  of  the 
Philippine  Islands  for  its  gold  standard  fund  and  its  Treasury 
certificate  fund,  less  the  interest  received  by  it  on  such  balances. 

The  following  calculation  of  the  payment  authorized  by  Public 
Law  419  was  originally  made  by  the  War  Department’s  Bureau  of 
Insular  Affairs  in  a memorandum  dated  April  30,  1934  (quoted  in 
S.  Kept.  1209, 73d  Cong.  2d  sess.) : 


Gold-standard  fund $19, 112, 253.  42 

Treasury-certificate  fund 37, 163,  803.  50 


Total 56,  276,  056.  92 


Gold  bullion  value  of  these  deposits  prior  to  diminution  of  the 

gold  content  of  the  dollar 56, 276, 056. 92 

Converted  into  currency  at  the  new  valuation  of  the  dollar  as 
computed  by  Treasury 95,  282,  398.  87 


Profit  to  the  Philippine  Government  if  the  reserves  had  been  in 

gold,  as  computed  by  Treasury 39,  006,  341.  95 

Less  the  total  interest  received  by  the  Philippine  Government 
from  Jan.  1,  1923,  to  close  of  business  Jan.  30,  1934,  on  the 
gold-standard  fund  and  the  Treasury-certificate  fund  depos- 
ited in  the  United  States 15, 143,  591. 17 


Net  profit  to  the  Philippine  Government  as  shown  in  the  proposed 
bill  (which  became  P.  L.  419) 23,  862,  750.  78 


The  computation  was  accepted  without  change  by  the  Congress. 

The  best  summary  of  the  circumstances  which  led  to  the  enactment 
of  the  authorizing  legislation  of  June  19,  1934,  is  contained  in  House 
Report  No.  1723,  73d  Congress,  2d  session  (which  accompanied  the 
bill  which  was  approved  on  June  19,  1934).  In  that  report,  the 
Committee  on  Insular  Affairs  of  the  House  of  Representatives  stated 
the  following : 

During  the  fall  of  1932  the  Government  of  the  Philippine  Islands  made  rep- 
resentations to  this  Government  with  a view  of  including  specific  stipulation 
in  the  depository  agreements  that  withdrawal  of  their  currency  reserve  funds 
should  be  in  gold  coin  of  the  United  States  at  the  election  of  the  Philippine 
Government.  The  Secretary  of  War,  through  the  Bureau  of  Insular  Affairs, 
acting  for  this  Government,  stated  that  he  did  not  “deem  as  expedient  the 
amendment  of  the  depository  agreement  as  suggested  by  the  Philippine  Govern- 
ment.” 

In  March  1933,  10  months  prior  to  the  President’s  proclamation,  other  rep- 
resentations were  made  on  the  part  of  the  Philippine  Government  seeking  the 
assurance  that  deposits  of  the  Philippine  Government  in  the  United  States 
stand  on  an  equal  basis  with  the  deposits  of  the  U.S.  Government  and  recom- 
mended that  all  deposits  of  the  insular  government,  except  $10  million  required 
for  ordinary  expenses,  be  deposited  in  the  Treasury  of  the  United  States.  Un- 
der conditions  obtaining  in  this  country  in  1932  and  1933,  the  officials  of  our 
Government  deemed  it  inadvisable  to  accede  to  any  of  these  Requests,  although 
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the  dependent  government  had  every  right  to  make  these  requests  and  to  expect 
them  to  be  granted. 

• **•«** 

Our  Government,  not  having  acceded  to  these  suggestions  and  requests,  is 
certainly  morally  obligated  to  expand  the  base  of  the  currency  reserves  of  the 
dependent  government  and  to  do  so  without  further  delay  in  order  to  avoid 
further  possible  domestic  and  international  financial  complications. 

President  Roosevelt  in  recommending  enactment  of  the  legislation 
wrote  Chairman  Doughton  of  the  Ways  and  Means  Committee  on 
May  7, 1934,  as  follows : 

The  effect  of  my  proclamation  of  January  31,  1934,  was  not  only  to  reduce,  in 
terms  of  gold,  the  value  of  these  (the  Philippine  Government’s)  currency  re- 
serves, but  indirectly  to  devalue,  in  terms  of  gold,  the  entire  currency  circulation 
of  the  Philippine  Islands.  The  United  States  enjoyed  an  increase  in  the  value 
of  its  currency  reserves  corresponding  to  the  decrease  in  the  value  of  the  dollar. 

As  the  Philippine  currency  is  interlocked  with  the  U.S.  gold  dollar  under  laws 
enacted  by  the  U.S.  Congress,  it  would  be  equitable  to  reestablish  the  Philippine 
currency  reserves  on  deposit  in  the  United  States  at  their  former  gold  value  as 
of  January  31,  1934. 

I am  advised  that  H.R.  9459,  now  under  consideration  before  your  committee, 
is  designed  to  accomplish  this  purpose.  I recommend  its  enactment. 

On  May  11,  1934,  Secretary  Morgenthau  wrote  to  the  Senate  Com- 
mittee on  Territories  and  Insular  Affairs,  supplying  at  the  commit- 
tee’s request  certain  comments  relative  to  Philippine  bonds  held  in 
this  country.  An  excerpt  from  that  letter  which  is  pertinent  follows : 

The  War  Department  is  in  a better  position  than  the  Treasury  to  explain 
in  detail  the  circumstances  under  which  the  currency  reserve  deposits  were  es- 
tablished and  maintained  in  this  country.  In  brief,  however,  it  is  understood 
that  these  deposits  were  constituted  in  this  country  as  credits  in  various  banks 
not  only  with  the  approval  but  upon  the  urgent  recommendation  of  officials  of 
the  U.S.  Government  and  officials  of  the  Philippine  Government  appointed  by 
the  Government  of  the  United  States.  It  is  also  to  be  recognized  that  as  a re- 
sult of  legislation  of  the  Congress  of  the  United  States  a separate  monetary 
system  was  established  in  the  Philippine  Islands,  linked,  however,  to  the  U.S. 
dollar.  As  a practical  result  of  the  interrelation  of  the  Philippine  and  Amer- 
ican monetary  systems  a reduction  in  the  weight  of  the  gold  dollar  has  produced, 
in  effect,  a corresponding  reduction  in  the  gold  equivalent  of  the  Philippine 
peso.  It  therefore  seems  fair  that  this  dependency  of  the  United  States  should 
share  with  respect  to  its  separate  monetary  reserves  a gold  “profit”  correspond- 
ing to  the  profit  enjoyed  by  the  United  States  with  respect  to  its  monetary  gold. 
The  deduction  from  this  profit  of  an  amount  equal  to  the  interest  which  is  re- 
ceived on  the  currency  reserves  by  reason  of  the  fact  that  they  were  maintained 
as  bank  balances  also  seems  fair,  for  if  the  Philippines  are  to  have  the  profit 
which  would  have  arisen  had  their  reserves  been  in  gold,  it  cannot  be  claimed 
that  they  are  also  entitled  to  the  profit — that  is,  the  interest — enjoyed  because 
these  reserves  were  not  in  gold. 

The  Treasury  Department  recommended  measures  to  implement 
Public  Law  419  in  1934, 1935,  and  finally  in  1941.  None  of  those  pro- 
posals was  accepted.  Attempts  to  repeal  Public  Law  419  were  made 
in  1935,  1937,  1939,  1940,  and  1941,  but  none  of  those  efforts  received 
the  support  of  Congress.  We  have  not  been  able  to  explain  satis- 
factorily to  the  Philippine  Government  our  failure  to  pay  this  sum, 
the  payment  of  which  was  recommended  by  the  President  of  the 
United  States,  authorized  by  Congress,  and  upheld  by  Congress  on 
five  occasions  by  its  failure  to  repeal  Public  Law  419.  The  authoriza- 
tion is  still  outstanding.  Our  failure  to  meet  this  obligation  has 
been  a constant  irritant  to  friendly  relations  between  the  two  govern- 
ments. In  June  1958,  the  Secretary  of  State  upon  instructions  of 
the  President  informed  President  Garcia,  during  his  visit  to  this 
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( nuiit  l y,  tliat  lie,  President  Eisenhower,  would  request  the  Congress  to 
a I ) j iropriale  the  necessary  funds  as  soon  as  possible. 

The  Philippine  Government  is  urgently  in  need  of  these  funds 
since  its  international  reserves  have  been  reduced  to  a very  low  level 
and  payment  of  this  claim  at  this  time  would  be  of  great  assistance  to 
it  in  naeting  some  of  its  economic  problems. 

Ml*.  Thomas.  Now,  tell  us  what  is  going  on  inside  of  the  Philippines, 
what  the  economic  conditions  are,  and  what  our  role  is,  and  what  we 
are  going  to  have  to  do. 

Mr.  IxoBERTSON.  The  Philippine  currency  was  interlocked  with  the 
U.S.  gold  dollar  and  their  deposits  in  this  country  represented  their 
gold  i-eserve  for  currency  in  circulation.  They  agreed  originally  that 
th(‘se  funds  could  be  placed  out  as  deposits  in  the  banks  of  our  country. 

In  1982,  they  became  concerned  about  these  deposits  and  sought 
s])ecilic  stipulation  in  the  depository  agreement  that  withdrawal  of 
tlieii*  currency  reserve  funds  should  be  in  gold  coin  of  the  United 
States.  At  that  time  the  Secretary  of  War  considered  to  be  in- 
expedient to  amend  the  agreement  and  they  were  so  advised.  In 
March  1933,  they  requested  that  their  deposits  be  transferred  to  the 
I'reasury  of  the  United  States.  Officials  of  our  Government  deemed 
it  to  be  inadvisable. 

Mr.  Thomas.  That  was  23  or  24  years  ago.  What  is  the  situation 
that  warrants  that  we  now  do  this  act  of  restoring  ? 

Mr.  Robertson.  This  obligation  was  acknowledged  by  Congress  and 
by  President  Roosevelt.  He  wrote  a letter  to  the  Congress  recom- 
mending that  the  bill  be  enacted  to  pay  this  claim.  It  was  also  recom- 
mended by  the  Secretary  of  the  Treasury. 

Mr.  Thomas.  And  the  Congress  did  not  do  it. 

Mr.  Robertson.  The  Congress  passed  Public  Law  419  back  in  1934, 
authorizing  the  payment  of  this  sum.  Congress,  however,  did  not 
appropriate  the  money.  The  authorizing  legislation  was  passed,  but 
Congress  did  not  appropriate  the  funds. 

Mr.  Taber.  Did  they  ever  have  a budget  estimate  before? 

Mr.  Robertson.  I do  not  understand  the  question. 

Mr.  Taber.  Was  a budget  estimate  ever  submitted  to  the  Confess 
before  for  that  amount  ? 

Mr.  Robertson.  Yes.  It  was  recommended  in  1934, 1935,  and  again 
in  1941. 

Mr.  Thomas.  And  no  sum  was  ever  appropriated  ? 

Mr.  Robertson.  These  appropriation  bills  failed  of  passage  in  one 
branch  of  the  Congress  or  the  other,  and  so  died.  Attempts  were 
made  to  repeal  the  authorizing  act  in  1935,  1937,  1939, 1940,  and  1941. 
There  were  five  attempts  made  to  repeal  the  authorizing  legislation, 
and  all  of  them  failed.  So,  as  matters  now  stand,  here  is  a debt  that 
has  been  acknowledged  by  the  President  of  the  United  States,  by 
the  Treasury,  and  by  the  Congress,  and  we  have  never  been  able 
to  explain  to  the  Filipinos  why  we  do  not  pay  it.  Our  failure  to  do 
so  lias  been  a source  of  great  irritation  in  our  relationships  with  the 
Philippines. 
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Mr.  Thomas.  Are  the  economic  affairs  of  the  Philippine  Islands 
such  that  noAv  is  the  time  to  discharge  this  obligation  ? 

Mr.  Robertson.  Yes,  indeed.  We  think  they  are,  Mr.  Chairman, 
but  there  is  an  even  greater  reason  for  doing  so.  When  President 
Garcia  was  here  last  J une,  this  is  one  of  the  items  he  discussed  as  one 
of  the  problems  irritating  to  our  relations. 

Mr.  Thomas.  There  is  a little  pressure  going  on,  there  is  a little  ill 
will,  I understand,  developing  among  our  stanch  and  good  Filipino 
friends ; in  other  words,  our  stock  is  not  selling  so  high  in  the  Philip- 
pines as  it  did  several  years  ago,  or  right  after  their  fall  to  the  Japa- 
nese when  we  were  putting  in  there  $300  million  or  $400  million  trying 
to  take  care  of  them.  Will  this  help  our  relations  any  ? 

Mr.  Robertson.  May  I finish  the  statement  I was  making  ? 

Mr.  Thomas.  Surely. 

Mr.  Robertson.  When  Garcia  was  here,  he  brought  up  this  question. 
It  was  taken  up  with  the  President,  and  he,  in  conference  with  the  Sec- 
retary of  the  Treasury  and  the  Department  of  State,  reviewed  the 
whole  history  of  the  claim.  He  decided  that  it  was  an  obligation 
which  we  should  pay,  and  the  Secretary  of  State  was  authorized  to  tell 
President  Garcia  that  President  Eisenhower  would  recommend  the 
payment  of  this  claim  to  the  Congress  as  soon  as  possible. 

Mr.  Cannon.  Off  the  record. 

(Dicussion  off  the  record.) 

Mr.  Boland.  There  is  no  doubt  about  the  computation  here  ? This 
is  the  amount  ? This  is  the  real  figure  ? There  could  not  be  a reduc- 
tion in  this  figure  ? This  is  what  is  owed  to  them  ? 

Mr.  Robertson.  This  is  the  amount  that  was  computed  by  the  War 
Department’s  Bureau  of  Insular  Affairs  and  accepted  by  the 
Philippines. 

Mr.  Thomas.  In  other  words,  it  is  either  this  amount  or  there  should 
not  be  any,  then  ? 

Mr.  Robertson.  That  is  right,  sir. 

Mr.  Boland.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Jensen.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Boland.  How  much  money  do  you  have  in  the  till  now  to  con- 
duct the  conferences  that  you  expect  to  attend  ? 

In  other  words,  these  funds  have  not  been  completely  exhausted? 

Mr.  Hall.  It  is  exhausted.  We  have  had  to  borrow  from  the  Pres- 
ident’s emergency  fund.  I have  given  the  chairman  a letter  to  request 
authority  for  repayment  of  that  amount  from  this  appropriation. 

Mr.  Taber.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Thomas.  If  there  are  no  further  questions,  we  thank  you, 
gentlemen,  very  much.  It  is  always  nice  to  do  business  with  you. 

You  are  all  distinguished  gentlemen. 
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Thursday,  March  5, 1959. 

RIVER  BASIN  STUDY  COMMISSION  FOR  SOUTH  CARO- 
LINA, GEORGIA,  ALABAMA,  AND  FLORIDA 

WITNESS 

J.  W.  WOODRUFF,  JR.,  CHAIRMAN,  U.S.  STUDY  COMMISSION,  SOUTH- 
EAST RIVER  BASINS,  SOUTH  CAROLINA,  GEORGIA,  AUABAMA, 
AND  FLORIDA 

Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

Water  and  land  resources,  studies  and  recommendations 

$50, 000 

$150, 000 

$100,000 

Object  classification 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

01  Personal  services: 

Permanent  positions - 

Other  personal  services 

Total  personal  services 

02  Travel.  . - 

$32, 150 
1,950 

$96, 150 
5,  750 

$64, 000 
3,800 

34, 100 

4.500 
400 

1. 500 
2,  500 

800 
400 
3, 000 
300 
2, 100 
100 
300 

101, 900 
13, 300 
1,000 

5.300 
7, 500 
2,200 
1,480 
8, 000 
1,000 

6.300 
500 

1,  050 

67, 800 
8,800 
600 
3, 800 
5,000 
1, 400 
1, 080 
5, 000 
700 
4, 200 
400 
750 

03  Transportations  of  things ..  . 

04  Communication  services  

05  Rents  and  utilities ..  ..  . . 

06  Printing  and  reproduction 

07  Other  contractural  services 

Services  performed  by  Other  agencies 

08  Supplies  and  materials - 

09  Equipment  ..  

11  Grants,  subsidies,  and  contributions... 

15  Taxes  and  assessments 

Total 

50, 000 

149,530 

99, 530 

Round  to - 

150,000 

100,000 

Mr.  Thomas.  The  committee  will  please  come  to  order. 

We  have  now  for  the  consideration  of  the  committee  the  request  by 
the  River  Basin  Study  Commission  which  includes  the  South  Caro- 
lina-Georgia-Alabama-Florida  Water  Study  Commission. 

The  request  is  in  the  amount  of  $100,000. 

We  are  delighted  to  have  with  us  at  this  time,  Mr.  J.  W.  Woodruff, 
Jr.,  who  is  Chairman  of  the  U.S.  Study  Commission. 

Mr.  Woodruff.  Thank  you,  sir. 

Mr.  Thomas.  Mr.  Woodruff,  the  Commission  has  been  given  $50,000 
heretofore,  and  you  are  going  to  study  the  water  situation  in  the 
watershed  of  the  Savannah,  Altamaha,  St.  Mary’s,  Apalachicola-Chat- 
tahoochee,  and  Perdido-Escambia  River  Basins,  and  intervening  areas. 

General  Statement 

At  this  point  in  the  record  we  will  insert  the  prepared  statement 
in  regard  to  this  request. 
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( TJie  statement  referred  to. follows :)- 

. General  Statement  in  Justification  of  the  Xeed  foe  Supplemental 

Appropriations,  Fiscal  Yeas  1959 

The  above-titled  Commission  was  established  by  Public  Law  So— 850,  approved 
Au^st  28,  1959,  and  was  specifically  titled  therein  as  “U.S.  Study  Commission 
on  the  Savannah,  Altamaha,  St.  Marys,  Aiialachicola-Chattahoochee,  and  Per- 
dido-Escambia  River  Basins,  and  intervening  areas.” 

Appointment  of  Commission  members  was  made  December  16,  1958.  Require- 
ments of  the  enabling  act  were  met  in  the  organization  meeting  of  January  12, 
1959.  The  amount  of  $.50,000  was  provided  as  initial  appropriations  for  the 
ojierations  of  the  Commission  in  fiscal  year  1959. 

The  objectives  of  this  Commission  are  defined  in  section  l(a;  and  1(b)  of 
Public  Law  85-850,  which  read,  in  part : 

“That  the  purpose  of  this  act  is — (a)  to  provide  for  an  integrated  and  coop- 
erative investigation,  study,  and  survey  * * * in  connection  with  and  in  promo- 
tion of,  the  conservation,  utilization,  and  development  of  the  land  and  water 
resources  * ♦ * in  the  States  of  South  Carolina,  Georgia,  Florida,  and  Ala- 
bama * * *;  and  (b)  to  formulate  * ^ * a basic,  comprehensive,  and  inte- 
grated plan  of  development  of  the  land  and  water  resources  * * * and  to  make 
recommendations,  after  adequate  study,  for  executing  and  keeping  current  such 
studies.” 

Additional  funds  will  be  required  in  the  current  fiscal  year  in  order  that  this 
Commission  may  expeditiously  proceed  in  the  fulfillment  of  its  responsibilities 
by— 

1.  Collecting,  collating,  and  coordinating  existing  data  relating  to  water  re- 
sources from  established  State,  local,  and  Federal  agencies. 

2..  Employment  and  retention  of  a small,  but  highly  qualified  and  efficient, 
staff  for  the  accomplishment  of  ( 1 ) above. 

3.  Acquisition  of  the  minimum  required  space  for  the  accommodation  of  the 
anticipated  staff. 

4.  Communication  and  travel  incident  to,  and  a prerequisite  of,  coordinated 
effort  as  designated  above. 

5.  Contractual  services  and  obligations  on  a reimbursable  basis  to  existing 
agencies  for  the  most  economical  collection  of  data  in  the  initial  stages  of  this 
Commission’s  research  and  study. 

This  Commission  emphasizes  the  point,  that  it  has  no  precedent  upon  which 
it  may  base  appropriation  estimates.  The  amounts  requested  for  fiscal  year 
1959,  however,  were  arrived  at  through  the  best  judgment  of  the  undersized 
Chairman  after  extensive  conferences  and  counsel  with  other  Commission 
members  and  from  his  experience  through  the  past  12  years  in  organizations 
connected  with  river  development  and  water  resources  efforts. 

It  is  the  judgment  of  this  Commission  that  the  supplemental  appropriations 
for  fiscal  year  1959  wiU  be  required  in  order  that  its  program  may  be  fully 
implemented  and  in  order  that  there  may  be  minimum  delay  in  initiating  the 
full  workload  which  will  be  required  of  us. 

We  must  initially  collect  as  much  data  as  possible . from  existing  sources. 
The  proper  analysis  of  such  data  cannot  be  done  without  the  employment  of 
qualified  personnel.  It  is  this  program  of  work  in  fiscal  year  1959  which  can 
assure  maximum  economies  in  the  attainment  of  our  ultimate  objective  at  the 
earliest  possible  date. 

Resx>ectfully  submitted. 

J.  W.  Woodruff.  Jr.,  Chairman,  U.S.  Study  Commission,  Southeast 
River  Basins,  South  Carolina-Georgia-Alabama-Florida ; James 
H.  Hammond,  State  of  South  Carolina : Lester  S.  Moody,  State  of 
Georgia : Thomas  A,  Johnson,  State  of  Florida ; Ralph  C.  Ham- 
mond, State  of  Alabama ; Maj.  Gen.  Frank  M.  Albrecht,  Depart- 
ment of  the  Army ; William  E.  Hiatt.  Department  of  Commerce : 
Howard  W.  Chapman,  Department  of  Health,  Education,  and  Wel- 
fare; John  A.  Short,  Department  of  Agriculture : Walter  A.  Gresh, 
Department  of  Interior;  Robert  C,  Price,  Federal  Power  Com- 
mission. 
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Mr.  Thomas.  You  are  now  requesting  an  additional  $100,000? 

Mr.  AVoodruff.  Yes,  sir. 

Mr.  1 iioMAS.  Gentlemen,  will  you  please  look  at  the  green  sheets? 

Mr.  Woodrufl,  will  you  please  tell  us  about  this?  GanyOumse^ithe 
$150,000  for  tlie  remainder  of  this  year?  Can  you  use  all  that  money 
this  year? 

Mr.  AVoodrotf.  Yes,  sir. 

Mr.  Chairman,  as  we  had  projected  this,  it  appears  that  we  can 
operate  most  efficiently  if  we  have  this  money  available,  because  of 
obligjitions  primarily  from  a staff  standpoint.  As  I mentioned  in  my 
narrative  justification 

Mr.  Thomas.  It  is  a very  good  one,  Mr.  Woodruff. 

Mr.  AA^oodruff.  Thank  you. 

Mr.  Thomas.  How  long  would  it  take  to  complete  this  job?  It  is 
my  undei'standing  you  are  going  to  pull  together  the  engineering  data 
frorn  tlie  Geological  Survey,  the  Corps  of  Engineers,  and  everyone 
else  involved  ? 

Mr.  AA^oodruff.  Yes,  sir. 

Mr.  Thomas.  How  long  do  you  think  it  will  take  to  wrap  this  up? 

Mr.  AYoodruff.  We  estimate  2 years.  We  feel  it  may  be  3. 

Mr.  Thomas.  Will  you  settle  for  2 years  ? 

Mr.  Woodruff.  We  hope  so. 

Mr.  Thomas.  How  much  will  it  cost  you  for  1960  ? 

Mr.  Woodruff.  The  estimate  so  far  is  around  $800,000  for  1960, 

Mr.  Jensen.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  T ABER.  How  long  has'this  been  going  on  ? 

Mr.  Woodruff.  The  public  law  was  enacted  in  August  1958,  and 
we  were  appointed  December  of  last  year.  We  were  organized 
January  12,  1959. 

Mr.  Taber.  Have  you  had  any  money  available? 

Mr.  Woodruff.  Originally  $50,000. 

Mr.  Thomas.  And  they  have  obligated  $38,000. 

Mr.  Taber.  Do  you  plan  to  spend  $150,000  between  now  and  the 
end  of  the  year  ? 

Mr.  Woodruff.  A portion  of  that  has  already  been  obligated,  as 
indicated  in  our  green  sheets^  as  you  refer  to  them. 

Mr.  Thomas.  $38,000  has  been  obligated.  . 

Mr.  AYoodruff.  We  have  reduced  what  had  been  included  in  the 
President’s  budget  message.  We  reduced  that  additional  supplement 
by  $50,000  after  we  had  gotten  into  the  short-pencil  computation 
of  what  we  felt  we  could  physically  do  during  the  balance  of  fiscal 
year  1959. 

Mr.  Thomas.  Thank  you,  sir,  very  much.  It  is  always  nice  to  do 
business  with  you. 

Mr.  Woodruff.  Thank  you,  Mr.  Chairman.  It  is  a pleasure  to  be 
here. 
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National  Defense  Education 

WITNESS 

HON.  CABL  ELLIOTT,  A REPRESENTATIVE  IN  CONGRESS  FROM  THE 

STATE  OF  ALABAMA 

Mr.  Thomas.  We  shall  hear  from  Representative  Elliott  at  this 
time. 

Mr.  Elliott.  Mr.  Chairman,  I appreciate  very  much  the  opportu- 
nity of  appearing  before  you  today  in  support  of  the  supplemental 
request  for  the  Department  of  Health,  Education,  and  Welfare  for 
the  National  Defense  Education  Act  of  1958. 

As  you  gentlemen  know,  I was  the  author  of  this  bill  in  the  House 
of  Representatives.  The  Subcommittee  on  Special  Education,  of 
which  I have  the  honor  of  being  chairman,  and  the  Subcommittee  on 
General  Education  held  the  hearings  which  resulted  in  its  being 
reported  and  passed.  I am  completely  convinced  that  this  act  serves 
a vitally  important  national  purpose. 

Mr.  Chairman,  I want  to  say  to  you  gentlemen  that  it  is  my  inten- 
tion and  the  intention  of  my  subcommittee  to  oversee  the  adminis- 
tration of  the  National  Defense  Education  Act  of  1958.  I have  kept 
in  close  touch  with  administrative  developments  sine  the  act  became 
law  last  September  2.  I have  consulted  with  the  Office  of  Education 
about  it,  and  I have  been  alert  to  reactions  on  the  part  of  people  out- 
side of  the  Government  who  are  concerned  with  the  act.  As  a matter 
of  fact,  our  subcommittees  of  the  Committee  on  Education  and  Labor 
have  already  held  the  first  of  a series  of  full-scale  reviews  of  opera- 
tions under  the  act  with  the  Commissioner  of  Education  and  his 
associates.  The  hearings  of  this  investigation  will  soon  be  available 
for  the  information  of  members. 

Mr.  Chairman,  I wish  to  thank  the  members  of  the  Committee  on 
Appropriations  for  granting  $40  million  as  an  interim  appropriation 
for  fiscal  1959  on  the  last  day  of  the  session  last  year.  With  this 
money,  the  administrative  planning  was  done,  regulations  issued,  and 
many  of  the  programs  put  underway  on  a small  scale.  The  National 
Defense  Education  Act  of  1958  was  designed  as  a temporary  measure. 
It  is  aimed  to  stimulate  certain  developments  in  education  which  the 
Congress  identified  as  most  critical  to  our  national  security.  It  was 
passed  as  a 4-year  program,  beginning  with  fiscal  year  1959.  Because 
you  allowed  some  money  last  year,  we  have  saved  part  of  a year  of  this 
4-year  program. 

The  National  Defense  Education  Act  authorized  about  $210  million 
for  1959,  including  estimates  on  items  for  which  a definite  sum  was 
not  provided.  The  administration  has  asked  for  a supplemental  of 
$75  million.  This  would  make  a total  of  $115,300,000  for  1959.  Al- 
though this  is  almost  $100  million  less  than  was  authorized  for  the 
first  year,  I am  convinced  it  is  an  accurate  estimate  of  minimum  needs 
for  carrying  out  the  programs  envisioned  in  the  act  to  the  extent  pos- 
sible at  this  time. 
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iVrr,  Chairman,  this  act  constitutes  a carefully  thought  out,  unified 
approach  to  assuring  our  Nation  the  skilled  technical  and  scientific 
peoples  it  needs  for  its  security.  The  several  titles  were  designed  to 
overcome  certain  pinpointed  weaknesses  in  our  educational  system.  I 
trust  tliat  you  will  see  them  in  this  light  and  find  it  possible  to  provide 
for  moving  ahead  in  each  of  them. 

Rather  than  detail  the  requests  by  individual  title,  as  has  no  doubt 
been  done  by  HEW  witnesses,  I should  like  to  speak  for  the  act  as  a 
whole. 

The  first  thing  to  be  said  is  to  note  the  tremendous  acceptance 
which  this  act  has  gained  among  State  departments  of  education, 
among  institutions  of  higher  education,  and  among  the  public  at 
large. 

The  student  loan  program  has  caught  on  far  beyond  our  best  hope. 
It  was  designed  to  salvage  for  the  Nation  the  half  of  our  brightest 
high  school  graduates  who  cannot  go  on  to  more  schooling.  Many 
people,  including  leading  educators,  were  skeptical  of  how  many  stu- 
dents would  be  willing  to  encumber  their  futures  for  the  sake  of  going 
to  college.  The  best  estimates  we  could  get  were  that  700  of  the 
Nation’s  1,800  colleges  might  participate,  and  that  $47.5  million  might 
be  loaned  out  the  first  year.  Actually,  in  the  short  period  since  the 
bill  became  law,  1,200  colleges  have  joined  the  program,  requesting  a 
total  of  $62  million  for  the  first  year. 

The  fellowship  program  was  designed  to  broaden  the  base  of  our 
graduate  education  in  this  country  by  aiding  colleges  and  universities 
to  establish  new  or  expanded  graduate  programs.  A total  of  160  in- 
stitutions in  46  States  have  already  applied  for  1,040  programs,  re- 
questing a total  of  6,000  fellowships.  The  administration  is  asking 
in  this  supplemental  for  the  rest  of  the  1959  authorization,  in  order 
that  a total  of  1,000  fellowships  may  be  awarded  this  year.  It  is 
obvious  that  excellent  programs  can  be  started  this  year  for  this  many 
fellows.  If  the  money  is  not  provided  at  this  time,  however,  the 
prospective  fellows  may  well  be  lost,  as  they  will  seek  other  oppor- 
tunities before  next  year. 

Similar  evidences  of  enthusiasm  for  other  titles  of  this  act  could  be 
cited.  For  example,  more  than  200  proposals  for  research  on  educa- 
tional applications  of  new  communications  media  are  on  hand.  The 
supplemental  will  permit  the  best  10  percent  of  these  to  be  begun. 
More  than  1,000  applications  have  been  received  for  the  first  institute 
to  train  teachers  in  new  methods  of  language  teaching.  And  so  on, 
throughout  the  act. 

I hope  that  we  can  capitalize  on  the  enthusiasm  which  has  been 
generated  by  the  passage  of  this  act.  If  we  do,  we  shall  reap  far 
more  benefits  than  those  paid  for  by  the  appropriation  of  Congress, 
because  we  will  have  injected  a tremendous  stimulant  of  Federal 
concern  and  assistance  at  a few  critical  points. 

The  second  point  I should  like  to  leave  with  you,  Mr.  Chairman, 
is  the  need  for  some  of  the  less  well-known  titles.  I might  describe 
this  requirement  in  terms  familiar  to  you  from  the  military  equip- 
ment field  as  “leadtime.”  Research  and  planning,  tooling'"  up,  and 
training  must  precede  the  production  of  scientists  and  engineers  as 
well  as  the  missiles  we  expect  them  to  launch.  We  cannot  n-et  all 
the  scientists  we  need  merely  by  giving  prospective  students  loans 
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to  go  to  college  and  providing  them  with  college  teachers  when 
they  get  there — as  important  as  these  aims  of  the  loan  and  fellow- 
ship titles  are.  These  best  scientists  are  created  much  further  down 
the  educational  ladder. 

To  be  sure  we  get  the  best  candidates  for  awarding  loans,  we  have 
provided  matching  grants  to  the  States  to  strengthen  their  guidance 
and  counseling  programs  by  insuring  that  all  students  are  tested  for 
ability  and  achievement.  Our  committee  found  that  many  poten- 
tially brilliant  students  never  realize  their  own  capabilities  nor  capi- 
talize on  them.  But  we  found  also  that  there  was  a serious  shortage 
of  trained  guidance  personnel.  Also,  since  many  smaller  schools 
cannot  afford  to  hire  full-time  specialists  in  guidance,  we  must  assist 
in  the  training  of  regular  classroom  teachers  in  the  special  techniques 
of  guidance. 

To  begin  to  break  this  bottleneck,  the  National  Defense  Education 
Act  provided  for  college  guidance  institutes  to  be  held  during  sum- 
mer terms  and  regular  sessions  for  high  school  teachers.  About 
45  of  these  institutes  will  be  held  this  summer,  if  money  is  available. 
It  is  obvious  that  these  institutes  are  leadtime  items  in  the  testing 
program,  and  that  the  State  testing  programs  are  leadtime  items 
for  greatest  success  for  the  loan  and  fellowship  programs. 

Likewise,  to  stimulate  interest  in  the  sciences  among  good  students, 
we  must  have  good  science  teaching.  The  National  Science  Founda- 
tion has  been  conducting  an  extensive  institute  program  in  this  field. 
But  many  of  the  teachers  they  train  must  go  back  to  inadequately 
equipped  science  laboratories  in  which  they  cannot  hope  to  do  the  job 
required.  The  National  Defense  Education  Act  provides  matching 
grants  to  the  States  to  help  rectify  this  lack. 

Similar  leadtime  items  are  found  in  the  National  Defense  Educa- 
tion Act  in  the  various  research  provisions. 

In  the  critical  field  of  language  development,  we  provided  for 
research  into  new  teaching  methods  that  will  improve  and  accelerate 
instruction.  For  many  of  the  languages,  especially  those  of  south- 
east Asia  and  Africa,  where  our  foreign  programs  are  now  operating 
on  a large  scale,  there  are  simply  not  available  the  most  elemental 
teaching  materials  such  as  textbooks.  The  substantial  research  item 
in  title  VI  of  the  National  Defense  Education  Act  is  designed  to 
discover  which  languages  are  most  needed  by  government  and  in- 
dustry, which  of  these  do  not  have  adequate  educational  facilities 
available,  what  materials  need  to  be  developed  to  teach  them,  as  well 
as  how  students  can  become  competent  to  speak  and  understand 
them  in  the  shortest  time. 

Similar  research  is  provided  to  adapt  the  new  communications 
media  for  educational  use.  Startling  developments  in  techniques 
have  been  made  by  industry  for  commercial  purposes.  Several  ex- 
periments are  underway  as  to  the  problems  involved  in  bringing  this 
part  of  the  Nation’s  technological  revolution  to  bear  on  education. 
Many  new  problems  have  been  revealed  by  these  experiments.  My 
subcommittee  observed  several  of  these  projects  in  operation.  We 
became  convinced  that  there  is  great  promise  in  adapting  these  media 
for  educational  use,  if  we  can  find  best  how  to  use  them,  and  if  we 
can  find  how  to  train  our  teachers  to  extract  the  greatest  benefit  from 
them. 


950 


Mr.  (Imirnian,  T will  not  further  into  the  potential  educational 
advances  await ino  realization  under  the  National  Defense  Educa- 
tion Act.  1 ho])e  tliat  you  will  make  it  possible  for  our  States,  local 
.schools,  and  institutions  to  move  ahead  in  the  fields  touched  by  this 
act,  l>y  Ltrantin^  the  modest  and  eminently  justified  supplemental 
ap])ro})riation  asked  for  this  purpose. 

Hiank  you  very  much. 

Mr.  Tiio.mas.  Thank  you,  Mr.  Elliott. 

Assist.vnce  to  S(ttools  in  Federally  Impacted  Areas 

WITNESS 

HON.  JOHN  E.  FOGARTY,  A REPRESENTATIVE  IN  CONGRESS  FROM 

THE  STATE  OF  RHODE  ISLAND 

]\fr.  Thomas.  We  shall  now  hear  from  Representative  Fogarty  of 
Rhode  Island. 

Mr.  F OGARTY.  I appreciate  very  much  the  opportunity  to  appear  be- 
fore you  this  morning  to  suggest  and  support  an  item  of  need  which 
is  not  included  in  the  President’s  proposed  supplemental  appropria- 
tions as  shown  in  House  Document  No.  58,  dated  February  11,  1959. 
I refer  to  the  additional  need  for  funds  to  meet  the  full  entitlements 
to  federally  affected  schools  under  Public  Laws  815  and  874.  I am 
somewhat  surprised  that  the  President’s  recommendation  omits  this 
since  on  August  12,  1958,  in  Senate  Document  No.  115  he  proposed 
supplemental  amounts  of  $18,450,000  for  Public  Law  815  and  $22,700,- 
000  for  Public  Law  874. 

You  will  recall  that  amendments  to  this  legislation  were  enacted 
late  in  the  85th  Congress  and  after  the  House  had  completed  the  final 
1959  appropriation  bill.  Thus,  the  President  recommended  the  addi- 
tional amounts  to  the  Senate  and  they  were  included  in  the  final  ap- 
propriation bill  by  that  body.  However,  in  conference  with  the 
House,  the  total  amount  recommended  for  Public  Law  815  was  reduced 
from  $60,150,000  to  $50,800,000  and  in  the  case  of  Public  Law  874,  the 
amount  was  reduced  from  $149,700,000  to  $130  million.  You  will  also 
recall  that  the  principal  reason  for  these  reductions  was  that  the 
recommended  increases  were  based  on  estimates  of  the  U.S.  Office  of 
Education  resulting  from  the  changes  in  these  two  laws  for  which 
there  was  no  previous  experience  upon  which  to  base  judgment. 

While  I agreed  with  this  determination  at  that  time,  I felt  confi- 
dent that  the  President  would  include  the  additional  need  in  a sup- 
plemental recommendation  during  this  86th  Congress.  Since  this  was 
not  done,  I feel  compelled  to  request  this  committee  to  include  in  its 
action  the  amounts  necessary  to  pay  full  entitlements  to  these  schools 
under  the  legislation  which  was  enacted  by  the  Congress  by  an  over- 
whelming majority. 

At  the  present  time,  the  amounts  needed  are  rather  firmly  estab- 
lished by  applications  on  file  with  very  little  estimating  necessary. 
Because  of  my  deep  interest,  I inquired  of  the  U.S.  Office  of  Educa- 
tion as  to  the  further  funds  needed  and  find  that  to  meet  our  responsi- 
bility will  require  a supplemental  amount  of  $24,600,000  for  Public 
Law  815  and  $20  million  for  Public  Law  874.  It  will  be  noted  that 
these  amounts  are  slightly  larger  than  the  Conference  Committee’s 
reductions.  However,  the  present  need  is  based  on  applications  on 
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file  while  the  recommendations  made  at  that  time  were  based  on 
estimates. 

In  support  of  my  proposal  today,  I wish  to  emphasize  the  untenable 
position  in  which  we  place  some  3,500  school  districts  unless  we  meet 
our  responsibility  to  these  several  budgets.  These  funds  were  budget- 
ed in  good  faith  as  a result  of  the  Federal  responsibility  accepted  in 
the  legislation  and  now  they  are  faced  with  the  choice  of  seriously 
modifying  their  educational  programs  late  in  the  school  year  or  end- 
ing the  fiscal  year  with  illegal  deficits. 

As  an  illustration  of  this  point,  11  school  districts  tn  my  own  State 
of  Rhode  Island  applied  for  funds  imder  the  provisions  of  Public 
Law  874,  maintenance  and  repair  of  federally  affected  schools,  in  this 
fiscal  year.  With  the  funds  previously  appropriated,  only  85  percent 
of  the  entitlement  can  be  paid  leaving  a budgetary  loss  of  15  percent 
to  the  11  school  districts.  This  amounts  to  $139,100.  The  listing  of 
the  schools  in  the  State  of  Rhode  Island  affected  by  tliis  legislation  is 
as  follows : 


Entitlement 

85  percent 

Deficit 

North  Kingstown 

$298, 330 
235.  785 

$253,  581 
‘ 200, 417 

187,  582 
21, 904 

$44,  749 
35, 368 
33, 102 
3, 866 
2,  599 
4,  895 

Newport 

Middletown 

220,  684 
25,  770 
17.  .325 

East  Greenwich.  

Jamestown  

14;  726 
27,  740 

Coventry  

32,  635 
5,130 
21,  819 

Richmond  _ 

4, 360 

770 

Hopkinton.  . 

18,  546 
27,  626 
G,  978 
24,768 

3,  273 

West  Warwick 

32',  501 
8,  210 
29, 139 

4,  875 
1,232 
4,  371 

Smithfield 

South  Kingstown j 

Total 

927, 328 

788,  228 

139, 100 
> 

Further  illustrating  the  seriousness  of  the  need  to  a single  school 
district  in  my  State,  I find  that  over  25  percent  of  the  budget  funds  in 
the  town  of  ^7orth  Kingstown  are  received  under  Public  Law  874. 
The  15-percent  loss  will  result  in  a budget  deficit  of  almost  $45,000 
to  this  one  school  district  and  will  have  a devastating  effect  on  the 
education  available  to  the  children. 

Under  Public  Law  815,  we  find  similar  problems  resulting  from  the 
lack  of  funds  to  which  the  school  districts  are  entitled.  With  the 
present  appropriation  available  the  U.S.  Office  of  Education  must 
apply  a priority  system  which  allots  funds  only  to  applicants  with 
a priority  rating  above  20.  This  means  that  in  order  to  receive  any 
funds  at  all  on  its  entitlement,  an  applicant  must  show  an  increase  in 
federally  connected  pupils  equal  to  10  percent  of  the  total  pupil  load 
and  that  all  of  the  increased  pupils  are  without  minimum  school  facili- 
ties. This  will  cause  many  applicants  to  continue  children  on  half-day 
sessions  or  accommodate  them  through  the  use  of  makeshift  temporary 
classrooms. 

Over  190  school  districts  throughout  the  Nation  are  caught  in  this 
priority  trap  and  must  delay  their  school  construction  plans  indefi- 
nitely unless  the  Federal  responsibility  is  met.  If  funds  are  made 
available  at  this  time,  the  present  overcrowded  problem  can  be  par- 
tially alleviated  before  the  opening  of  school  in  September  1959. 
Otherwise,  the  problem  will  further  aggravated  by  another  in- 
crease in  pupils  at  that  time. 
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'rheso  situations  simply  illustrate  those  which  will  occur  in  every 
State  in  tlie  Nation  and  I urge  you  to  give  careful  consideration  to  the 
inclusion  of  the  necessary  funds  in  the  supplemental  proposal  and 
tliiis  allow  the  Congress  an  opportunity  to  discharge  its  responsibility 
under  the  amended  legislation. 

Mr.  7’iiomas.  Trank  you,  Mr.  Fogarty. 

Assistant  to  Schools  in  Federally  Impacted,  Areas 

WITNESS 

HON.  CHARLES  M.  TEAGUE,  A REPRESENTATIVE  IN  CONGRESS  FROM 

THE  STATE  OF  CALIFORNIA 

Mr.  Thomas.  We  have  Representative  Teague,  of  California,  with 

us. 

Mr.  Teague.  Mr.  Chairman  and  members  of  the  subcommittee,  I 
represent  the  13th  Congressional  iDistrict  of  California.  Included 
are  the  counties  of  Monterey,  San  Luis  Obispo,  Santa  Barbara,  and 
Ventura. 

In  this  congressional  district  there  are  12  military  installations  of 
various  sizes,  including  the  very  large  Vandenberg  Air  Force  Base, 
Fort  Ord,  the  Naval  Construction  Battalion  Center  at  Port  Hueneme, 
the  Pacific  Missile  Range  at  Point  Magu,  and  Oxnard  Air  Force  Base. 

According  to  figures  furnished  me  by  the  Department  of  Health, 
Education,  and  Welfare,  58  school  districts  in  my  4 counties  partici- 
pate in  the  Public  Law  874  program.  Many  of  these  also,  of  course, 
participate  under  Public  Law  815. 

According  to  the  Department’s  figures,  there  were  20,692  federally 
connected  children  in  my  district  during  fiscal  1958.  Due  to  the 
growth  of  Vandenberg,  I estimate  that  the  figure  is  10  or  15  percent 
higher  at  the  present  time. 

IVhile  the  Department  cannot  furnish  me  with  exact  figures,  it  is 
my  estimate  that  approximately  75  percent  of  the  federally  connected 
children  are  from  military  families.  This  would  mean  that  about 

17.000  pupils  in  the  13th  Congressional  District  of  California  are  chil- 
dren of  parents  in  the  service  and  are  being  educated  at  the  expense 
of  the  local  school  districts  except  for  assistance  under  Public  Law 
874  and  Public  Law  815. 

Again,  I do  not  have  the  exact  figure,  but  I estimate  that  at  least 

200.000  acres  in  my  congressional  district  are  off  the  tax  rolls  because 
of  being  within  the  boundaries  of  military  installations.  In  addi- 
tion to  this  fact,  some  2 million  more  acres  are  off  the  rolls  because  of 
Federal  ownership  for  other  purposes. 

It  is  my  urgent  request  that  this  committee  appropriate  the  neces- 
sary funds  so  that  entitlements  for  the  current  fiscal  year  will  be  on  a 
100  percent  basis  rather  than  for  any  lesser  amount.  All  of  my  school 
districts  have  made  plans  in  reliance  upon  what  they  considered  to  be 
a contract  or  promise  by  the  U.S.  Government  to  provide  the  full 
amounts  in  accordance  with  the  applications  which  have  been  sub- 
mitted. Any  reductions  or  deficiencies  will  have  most  serious  effects 
upon  the  educational  facilities  for  thousands  upon  thousands  of 
children. 

Mr.  Thomas.  Thank  you,  Mr.  Teague. 
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Assistance  to  Schools  in  Federally  Impacted  Areas 

WITNESS 

HON.  GEORGE  P.  MILLER,  A REPRESENTATIVE  IN  CONGRESS  FROM 

THE  STATE  OF  CALIFORNIA 

Mr.  Thomas.  We  will  hear  from  Kepresentative  Miller  of 
California. 

Mr.  Miller.  Mr.  Chairman  and  members  of  the  committee,  I ap- 
preciate being  given  the  opportunity  to  appear  before  you  today  to 
urge  the  Appropriations  Committee  to  write  into  the  supplemental 
appropriations  bill  sufficient  funds  to  cover  the  entitlements  under 
Public  Laws  815  and  874.  These  laws  authorize  the  Federal  Govern- 
ment to  make  payments  of  Federal  funds  to  local  educational  agencies 
to  supplement  capital  investment  and  operational  funds  in  those 
school  districts  where  financial  burdens  have  been  imposed  as  a result 
of  defense  establisliments  having  been  located  within  the  district. 

Exliaustive  congressional  studies  in  1950  clearly  established  the  re- 
sponsibility of  the  Federal  Government  to  assist  local  agencies  in  pro- 
viding educational  opportunities  for  children  whose  parents  are  con- 
nected with  defense  activities.  Today,  when  the  future  of  western 
civilization  depends  upon  our  maintaining  a strong  defense  posture, 
the  need  to  assist  these  federally  impacted  school  districts  is  just  as 
evident  and  as  pressing  as  it  was  in  1950. 

I have  the  privilege  of  representing  the  8th  Congressional  District 
of  California,  a State  and  a district  exceptionally  hard-hit  by  mili- 
tary installations.  The  State  director  of  education  has  said  that  the 
effect  of  Federal  activity  upon  the  schools  is  greater  in  California 
than  in  any  other  State,  both  in  terms  of  the  number  of  activities  car- 
ried on  and  in  terms  of  the  number  of  schools  and  pupils  affected. 

Some  years  ago  the  State  of  California  voted  to  permit  localities  to 
hold  special  elections  to  raise  the  debt  limit  of  school  districts  above 
the  State’s  then  legal  limit.  Almost  100  percent  of  the  districts  in  Ala- 
meda County  have  found  it  necessary  to  raise  their  tax  ceilings.  Their 
credit  has  been  exhausted.  If  they  were  now  denied  their  anticipated 
share  of  funds  from  Public  Law  815  and  874  it  would  be  disastrous. 

Appropriations  made  during  the  closing  days  of  the  last  Congress 
were  only  85  percent  of  the  funds  necessary  to  finance  these  laws.  The 
school  districts  in  my  area  have  prepared  their  budgets  on  the  antici- 
pation that  they  would  receive  their  full  entitlement — ^not  85  percent. 
These  school  districts  are  public  bodies  and,  as  such,  have  no  more 
flexibility  in  adjusting  their  budgets  than  has  the  Federal  Govern- 
ment. Denial  of  funds  at  this  time  would  not  only  be  disastrous  but 
would  be  a violation  of  the  Government’s  commitment. 

Mr.  Chairman,  I strongly  urge  the  committee  to  include  in  this 
supplemental  bill,  appropriations  for  Public  Laws  815  and  874  so  the 
Federal  Government  may  discharge  its  responsibilities  and  the  af- 
fected school  districts  may  receive  their  full  entitlement. 

Mr.  Thomas.  Thank  you,  Mr.  Miller. 
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Assistanc  e to  Schools  in  Federally  Impacted  Areas 

WITNESS 

HON.  CHAKLES  E.  BENNETT,  A REPRESENTATIVE  IN  CONGRESS 

FROM  THE  STATE  OF  FLORIDA 

Mr.  Tl  lOMAS.  We  are  pleased  to  have  with  us  Kepresentative 
Ileimett  of  Florida. 

Mr.  Hi  ON  NETT.  Mr.  Chairman,  I appreciate  your  committee’s  giving 
me  tills  o])})ortunity  to  testify  before  you  today  in  behalf  of  supple- 
mental ajipropriations  for  the  Public  Law  815  and  Public  Law  874 
programs. 

1 would  like  very  much  to  express  the  appreciation  of  the  two  coun- 
t ies  of  the  district  I represent  (Duval  and  Clay  Counties,  Fla.)  for  the 
gi’eat  assistance  rendered  them  by  the  Public  Law  815  and  Public 
Law  874  funds  appropriated  by  this  committee.  Both  counties  have 
substantial  naval  facilities,  and  a large  percentage  of  our  school 
children  result  from  this  defense  impact.  As  to  the  larger  county, 
Duval  County,  mentioned  above,  it  would  have  been  extremely  difficult 
to  maintain  our  schools  at  acceptable  standards  without  these  pro- 
grams. As  to  the  other  county.  Clay,  it  would  have  been  impossible 
as  far  as  I can  see  to  maintain  any  school  system  whatever.  Many 
thousands  of  acres  of  land  are  off  the  tax  rolls  for  public  purposes  in 
this  small  county.  I solicit  your  committee’s  continued  assistance  to 
the  schools  of  our  district  by  approving  supplemental  funds  for  Public 
Law  815  and  Public  Law  874. 

I need  not  point  out  to  this  able  committee  that  school  boards, 
forced  to  fix  their  budgets  iOn  the  basis  of  very  narrow  margins. 

As  you  know  most  school  boards  entitled  to  Public  Law  815  and 
Public  Law  874  funds  heavily  count  on  the  amounts  authorized  for 
them  by  these  laws ; as  they  are  entitled  to  do  in  accordance  with  the 
intent  of  Congress  in  enacting  such  authorizations.  When  they  are 
faced  with  a sudden  lack  of  funds  to  cover  these  authorizations,  they 
have  no  way  to  make  up  these  funds  quickly  if  they  could  in  fact  do  so 
with  more  time.  They  cannot  do  so  by  increasing  taxes,  since  tax  rates 
are  fixed  in  advance  of  the  year  in  which  revenues  are  spent.  This 
seems  to  be  the  greatest  difficulty  in  which  the  local  school  officials  of 
the  two  counties  of  the  district  which  I represent  find  themselves. 

The  superintendent  of  schools  in  Clay  County  has  written  me  that 
applications  with  a current  priority  of  below  20  cannot  be  approved 
without  supplemental  appropriaticms  and  that  almost  all  of  the  appli- 
cations in  our  State  would  thus  be  excluded.  The  superintendent  of 
schools  in  Duval  County  has  described  the  situation  in  dollars  as  to 
this  county  by  telling  me  that  unless  these  supplemental  appropria- 
tions are  made,  the  loss  to  this  county  under  Public  Law  874  will  be 
approximately  $119,659.  He  reports  that  Duval  County  presently  has 
an  average  daily  attendance  of  9,790,  Public  Law  815  and  Public  Law 
874  pupils  representing  11.9  percent  of  the  total  attendance.  He  fur- 
ther reports  that  this  county  faces  the  possibility  of  a deficit  in  its 
operating  funds  in  excess  of  $2,100,000 ; that  the  outlook  for  additional 
State  funds  appears  dim ; but  that  in  spite  of  this  he  is  expecting  an 
increase  in  attendance  in  excess  of  7,000  pupils. 

Under  all  of  these  circumstances  I sincerely  hope  that  your  com- 
mittee will  find  it  possible  to  provide  the  supplemental  funds  needed 
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to  maintain  the  program  on  its  intended  and  planned  level.  1 deeply 
appreciate  your  kindness  in  letting  me  be  heard. 

Mr.  Thomas.  Thank  you,  Mr.  Bennett. 

V 

Assistance  to  Schools  in  Federally  Impacted  ^Veeas 

WITNESS 

HON.  THOMAS  G.  MORRIS,  A REPRESENTATIVE  IN  CONGRESS  FROM 

THE  STATE  OF  NEW  MEXICO 

Mr.  Thomas.  Me  shall  now  hear  from  Representative  Morris  of 
New  Mexico. 

Mr.  Morris.  Mr.  Chairman  and  members  of  the  subcontmittee,  I 
very  much  appreciate  your  kind  conrtesy  in  permitting  me  to  appear 
before  you  to  indicate  my  great  concern  that  money  be  included  in 
supplemental  appro])riation  legislation  for  Public  Law  815,  aid  to 
schools  in  federally  impacted  areas. 

It  is  my  conviction  that  the  continuous  operation  of  that  program 
is  a desperate  necessity  for  our  entire  country,  particularly  in  view  of 
the  present  emergency  situation  in  which  we  find  ourselves.  There  is 
not  one  of  us  who  can  deny  the  seriousness  of  our  American  educa- 
tional lag  and  its  detrimental  effect  upon  our  international 
relationships. 

We  must  do  all  in  our  power  to  equip  our  children  to  regain  the 
position  of  educational  leadership  our  country  has  enjoyed  these  many 
years.  When  we  consider  this  urgent  need,  we  must  realize  that  even 
a brief  period  cannot  be  permitted  to  elapse  when  every  effort  is  not 
being  exerted  to  provide  the  required  educational  facilities. 

Within  the  last  5 years,  my  State  has  enjoyed  a period  of  growth 
and  expansion  at  a rate  unequaled  in  its  history.  We  are  grateful  for 
these  tremendous  economic  advances  but  The  impact  upon  our  school 
system  of  the  thousands  of  children  thus  introduced  has  presented  a 
nearly  insurmountable  problem  to  many  of  our  communities.  The 
inception  of  Public  Law  815  offered  a great  aid  which  has  solved  some 
of  those  problems  at  Alamogordo,  Albuquerque,  and  many  other  New 
Mexico  cities  where  huge  Federal  operations  have  more  than  doubled 
and  tripled  in  size.  Educational  facilities  still  are  far  from  adequate 
in  these  localities  and  I decry  any  failure  or  delay  in  providing  suffi- 
cient funds  to  give  all  of  our  students  access  to  the  excellent  education 
to  which  they  are  entitled  and,  for  the  Nation’s  welfare,  must  have. 

The  Office  of  Education  presently  has  pending  before  it  applica- 
tions for  aid  under  Public  Law  815  from  11  New  Mexico  cities  totaling 
approximately  $2  million  which  tentatively  cannot  be  prooe^ed  be- 
cause of  lack  of  funds.  Latest  statistics  from  Office  of  Education 
officials  indicate  that  $24,600,000  will  be  required  to  permit  the  process- 
ing of  presently  pending  applications  from  throughout  the  country. 
When  we  realize  the  number  of  students  vitally  affected  by  this  undue 
delay  in  approving  such  construction,  it  becomes  most  apparent  that 
immediate  action  should  be  taken  to  remedy  this  situation. 

Again,  thank  you  very  much  for  giving  me  this  time  to  express  my 
urgent  request  that  funds  be  providS  in  supplemental  appropriations 
to  prevent  curtailment  of  this  highly  essential  program. 

Mr.  Thomas.  Thank  you,  Mr.  Morris. 
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Assistance  to  Schools  in  Federally  Impacted  Areas 

WITNESS 

HON.  JOHN  F.  BALDWIN,  A REPRESENTATIVE  IN  CONGRESS  FROM 

THE  STATE  OF  CALIFORNIA 

Mr.  Thomas.  Now,  we  shall  hear  from  Representative  Baldwin  of 
(hilifornia. 

Mr.  Ihu.nwTN.  Mr.  Chairman,  I desire  to  testify  before  your  sub- 
committee in  favor  of  a deficiency  appropriation  of  $20  million  for 
file  Dejiartment  of  Health,  Education,  and  Welfare  for  payments  to 
scli(X)l  districts  which  qualify  as  federally  impacted  school  districts 
under  Public  Law  874,  which  authorizes  Federal-aid  payments  for 
ojieration  and  maintenance  of  school  districts  in  federally  impacted 
areas.  I have  this  morning  checked  with  the  Office  of  Education  in 
the  Department  of  Health,  Education,  and  Welfare,  and  have  deter- 
mined that  unless  this  deficiency  appropriation  is  made  the  school 
districts  which  qualify  under  Public  Law  874  will  only  receive  ap- 
proximately 85  percent  of  their  entitlement  for  fiscal  year  1959.  This 
would  be  a serious  loss  to  these  school  districts.  Congress  indicated 
last  year,  by  passing  a law  to  extend  Public  Law  874  for  3 additional 
years,  that  the  Federal  Government  had  a moral  obligation  to  reim- 
burse these  districts  for  that  portion  of  their  costs  created  by  children 
of  families  living  or  working  at  Federal  installations.  These  school 
districts  prepared  their  1959  budgets  upon  the  basis  of  the  law  passed 
last  year.  It  would  be  a bi*each  of  a moral  obligation  for  Congress 
to  fail  to  appropriate  the  funds' required  to  pay  in  full  the  entitlement 
of  these  districts  under  this  law. 

As  an  example,  the  Vallejo  Unified  School  District  at  Vallejo,  Calif., 
would  lose  over  $100,000  unless  this  deficiency  appropriation  is  made. 

Mr.  Thomas.  Thank  you,  Mr.  Baldwin. 

Assistance  to  Schools  in  Federally  Impacted  Areas 

WITNESS 

HON.  JOEL  T.  BROYHILL,  A REPRESENTATIVE  IN  CONGRESS  FROM 

THE  STATE  OF  VIRGINIA 

Mr.  Thomas.  We  have  with  us  now  Representative  Broyhill  of 
Virginia. 

Mr.  Broyhill.  Mr.  Chairman,  I welcome  this  opportunity  which 
your  distinguished  subcommittee  has  so  graciously  presented  to  pre- 
sent my  views  with  respect  to  aid  to  school  maintenance  and  construc- 
tion in  federally  impacted  areas.  My  district,  the  10th  Congressional 
of  Virginia,  is  vitally  interested  in  Public  Laws  815  and  874,  which 
recognize  the  Government’s  responsibility  to  provide  assistance  to 
communities  suffering  from  the  impact  of  Federal  installations  and 
employment  on  our  public  school  system. 

Last  year  the  Congress,  fully  cognizant  of  the  situation,  authorized 
funds  which  were  not  fully  appropriated.  The  direct  result  is  a 
$20  million  deficiency  in  Public  Law  874  funds  for  the  fiscal  year  of 
1958-59.  Because  of  the  authorization  measure  approved  by  the  Sen- 
ate and  House,  boards  of  education  in  the  affected  areas  justifiably 
based  their  budgets  on  funds  which  have  not  been  forthcoming. 
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Indeed,  Mr.  Chairman,  unless  the  Congress  enacts  a supplemental 
appropriation  measure  to  restore  the  deficiency,  school  districts  eligi- 
ble for  impacted-area  moneys  will  suffer  a 15-percent  loss.  It  is  in- 
evitable that  when  we  pinch  pennies  to  the  extent  of  having  serious 
repercussions  on  our  educational  systems  the  children  are  the  losers. 
They  are  the  victims  of  inadequate  school  maintenance,  of  lack  of 
the  necessary  construction  to  provide  proper  facilities  such  as  addi- 
tional classrooms  to  meet  the  increasing  school-enrollment  demands. 

It  is  my  considered  opinion  that  we  should  not  await  the  action  of 
the  Office  of  Education  on  a supplemental  appropriation  bill  to  meet 
this  situation.  We  should,  to  carry  out  our  commitment  to  impacted- 
area  schools,  initiate  such  a bill  ourselves.  In  that  manner  we  can 
save  valuable  time  and  discharge  our  responsibilities  to  the  affected 
communities. 

My  hope  is  that  this  subcommittee  will  promptly  make  the  recom- 
mendation that  $20  million  in  supplemental  funds  be  made  available 
at  the  earliest  possible  moment  so  that  the  school  officials  in  areas 
eligible  to  receive  Federal  money  can  proceed  in  an  orderly  fashion 
to  advance  their  necessary  maintenance  and  construction  progi’ams. 

As  an  example  of  the  hardship  created  in  school  districts  throughout 
the  Nation,  I would  like  to  give  the  committee  some  statistics  I have 
obtained  regarding  the  effect  on  the  school  system  of  F airf ax  County 
in  my  congressional  district. 

In  accordance  with  the  authorization  passed  by  Congress  last  year, 
the  school  board  and  the  board  of  county  supervisors  included  in  their 
current  budget  $2,342,284.  The  payment  expected  in  the  current  year 
is  now  estimated  at  $1,643,265.  They  have  no  method  of  raising  rev- 
enue nor  any  source  of  funds  to  replace  this  Joss  of  $699,019,  caused 
by  a broken  promise  on  the  part  of  the  Federal  Government. 

If  the  committee  does  not  grant  full  funds  for  this  moral  and  legal 
obligation,  the  Fairfax  County  school  system  and  thousands  of  others 
throughout  the  Nation  must  make  every  possible  cut  in  the  benefits 
now  given  to  schoolchildren  and  still  be  faced  with  a deficit. 

In  Fairfax,  local  tax  rates  must  be  raised  by  18  cents  to  pay  this 
Federal  deficit  in  future  years,  in  addition  to  another  increase  to  pay 
off  the  deficit  of  this  year. 

Mr.  Thomas.  Thank  you,  Mr.  Broyhill. 

Assistance  to  Schools  in  Federally  Impacted  Areas 

WITNESS 

HON.  BICHAED  E.  LANKFORD,  A REPRESENTATIVE  IN  CONGRESS 

FROM  THE  STATE  OF  MARYLAND 

Mr.  Thomas.  We  shall  hear  from  Representative  Lankford  of 
Maryland. 

Mr.  Lankford.  Mr.  Chairman,  I know  of  no  matter  of  more  extreme 
importance  to  my  district,  the  Fifth  Congressional  District  of  Mary- 
land, than  that  of  appropriations  for  Public  Laws  874  and  815  as 
extended  by  the  85th  Congress.  As  the  committee  knows,  the  exten- 
sion of  these  laws  did  not  become  effective  until  August  12,  1958.  In 
view  of  the  fact  that  this  legislation  was  temporary,  the  Bureau  of 
the,  Budget  refused  permission  to  the  Department  of  Health,  Educa- 
tion, and  Welfare  to  anticipate  sums  needed  under  the  extended  laws. 
An  amendment  was  ofiercd  in  the  Senate  to  the  final  defiiciency  bill 
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of  i:>r>S  and  was  accepted  by  tliat  body.  Unfortunately,  this  amend- 
iiienl  was  stricken  out  by  tlie  conferees  since  the  item  in  question  had 
hot  l)(‘en  b'efore  eitlier  tlie  House  or  Senate  Appropriation  Committees. 

d'lie  public  school  (aliicators  in  my  concessional  district  have  ex- 
pi  (‘ssed  extreme  concern  and  disquiet  over  the  operation  of  this  pro- 
Ln-ani  for  som(‘  time.  The  administration’s  proposals  in  the  85th 
( 'ouirress  ])laced  many  scliool  projects  in  my  district  in  c^^e  jeopardy. 
Fort  iiuately,  tlie  Concuss  did  not  shirk  the  responsibility  the  Fed- 
eral Government  has  to  communities  impacted  by  Federal  activities 
and  extended  Public  Laws  874  and  815.  Our  school  administrators, 
i-elyiii",  as  they  had  every  right  to  do,  upon  Congress,  made  their  plans 
for  the  next  school  year.  Traditionally,  schoolteachers  are  evaluated 
on  their  teaching  performances  and  new  contracts  are  offered  in  the 
spring  for  the  coming  fall  term.  School  budgets  are  usually  made  up 
at  this  same  time  and  uncertainties  about  Federal  contributions  con- 
tinue to  add  greatly  to  the  problems  of  our  already  burdened  teachers 
and  administrators.  It  is  unthinkable  to  me  that  this  committee  will 
not  approve  the  full  authorization  so  vitally  needed  for  the  continua- 
t i on  of  these  programs. 

In  the  85th  Congress,  the  President  seemed  to  feel  that  it  is  pos- 
sible to  determine  when  an  impacted  area  ceased  to  exist  thereby 
allowing  a discontinuance  of  this  type  program.  While  I believe 
that  the  Federal  Government  has  an  obligation  to  the  local  communi- 
ties in  which  its  activities  are  located  and  should  pay  for  the  cost  of 
local  government  just  as  any  other  good  citizen,  I wish  to  assure  this 
committee  that  impacted  situations  still  exist  in  the  Fifth  Congres- 
sional District  of  Maryland.  The  N’ational  Security  Agency  recently 
completed  its  move  to  Fort  George  G.  Meade.  This  has  placed  an  addi- 
tional burden  on  the  school  systems  of  both  Prince  Georges  and  Anne 
.Vrundel  Counties.  Andrews  Air  Force  Base,  essential  to  the  de- 
fense of  the  Nation’s  Capital,  is  constantly  being  increased  in  size. 
Flight  activities  from  Anacostia  as  well  as  Bolling  Field  are  being 
consolidated  at  Andrews  and  in  addition  an  indoctrination  field  for 
Navy  Academy  midshipmen  is  being  built.  In  Charles  County  recent 
developments  in  the  propellant  field  have  given  to  the  naval  propel- 
laiT  plant  a significant  role  in  the  production  of  the  Polaris  missile. 
This  will  undoubtedly  lead  to  substantial  expansion.  In  St.  Marys 
County,  the  Patuxent  Naval  Air  Station  is  playing  an  ever-increasing 
role  in  the  testing  of  naval  weapons  for  the  future.  Many  of  the  coun- 
ties in  which  these  essential  defense  activities  are  located  are  primarily 
rural  in  nature  and  do  not  have  the  means  to  provide  the  type  educa- 
tional facilities  that  I know  this  Congress  would  want  to  see  the 
children  of  our  defense  personnel  receive.  Further,  in  view  of  the 
tremendous  holding  by  the  Federal  Government  of  unused  land 
throughout  the  Fifth  District,  the  tax  base  of  our  local  municipalities 
is  severely  curtailed. 

This  responsibility  cannot  be  shirked  and  I have  every  confidence 
that  this  committee  will  carry  out  the  intent  of  Congress  in  this 
matter  thereby  enabling  our  school  administrators  to  continue  to  plan 
sensibly  for  the  future  education  of  our  children.  I urge  with  all  the 
]iower  at  my  command  that  the  additional  sums  needed  to  carry  out 
the  purposes  of  Public  Laws  874  and  815  be  included  in  the  special 
deficiency  bill  now  before  the  committee. 

^Ii*.  Thomas.  Thank  you,  Mr.  Lankford. 
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Assistance  to  States  in  Federally  Impacted  Areas 

WITNESS 

HON.  CLEMENT  W.  MILLER,  A REPRESENTATIVE  IN  CONGRESS 

FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Thomas.  Next,  we  skall  hear  from  Representative  Miller  of 
California.  We  are  glad  to  have  you  with  us,  Mr.  Miller. 

Mr.  Miller.  Thank  you,  Mr.  Chairman,  for  the  opportunity  to  pre- 
sent testimony  to  your  committee  on  the  15  percent  deficiency  of 
Public  Law  874  funds  for  the  current  fiscal  year,  as  it  affects  by 
district. 

The  9-year-old  policy  of  the  United  States  to  bear  a portion  of  the 
cost  of  maintaining  and  operating  public  schools  upon  which  the 
United  States  has  placed  financial  burdens  has  far-reaching  import- 
ance to  the  First  District  of  Calif  ornia. 

Within  this  district — comprising  the  north  coast  of  California, 
from  the  north  shore  of  the  Golden  Gate  to  the  Oregon  line — the  Fed- 
eral Government  has  many  substantial  interests.  These  include  mili- 
tary bases,  national  forests,  and  Indian  reservations. 

I would  like  to  indicate,  Mr.  Chairman,  what  our  failure  to  provide 
full  entitlement  of  Public  Law  874  funds  would  mean  to  the  children 
of  just  2 of  the  more  than  45  school  districts  in  my  district  which  have 
participated  in  the  874  program. 

But,  first,  let  me  say  that  these  school  districts — many  of  which  have 
asked  me  to  urge  you  to  appropirate  the  15  percent  not  now  appropri- 
ated— do  not  wish  to  put  themselves  in  the  position  of  a group  hoping 
to  get  something  for  nothing. 

They  believe  that  the  public  policy  expressed  in  Public  Law  874 
is  an  equitable  one;  that  the  taxpayers  of  the  United  States  should 
bear  a portion  of  local  public  school  costs  when  local  school  revenues 
or  costs  are  directly  affected  by  F ederal  acquisition  of  local  real  prop- 
erty or  for  children  whose  parents  are  employed  on  Federal  property, 
or  when  there  has  been  a sudden  and  substantial  increase  in  local 
school  attendance  as  a result  of  nearby  Federal  activities. 

And  these  schoolmen  and  school  board  members  will,  of  course, 
accept  whatever  decision  you  make  as  the  right  one  to  make. 

But,  they  feel  that  a sound  and  continuing  and  consistent  Federal 
policy  which  would  insure  payment  in  full  as  scheduled  is  just  as 
important  as  the  amount  of  money  to  be  paid  per  child. 

Take  the  case  of  the  San  Jose  school  district  at  our  vital  Hamilton 
Air  Force  Base  in  Marin  County — just  north  of  the  Golden  Gate : 

, Seventy-one  percent  of  the  children  in  this  district’s  four  elemen- 
tary schools  are  federally  connected  under  Public  Law  874. 

Last  June  this  school  district  prepared  its  current  budget  on  the 
basis  of  three  sources  of  income — State,  Federal,  and  local.  The  dis- 
trict has  been  advised  that  its  Public  Law  874  entitlement  is  $134,426. 
If  only  85  percent  of  this  is  to  be  paid,  its  income  is  reduced  by 
$20,164. 

Because  of  rapidly  increasing  growth  and  the  need  to  employ  more 
teachers,  the  district’s  general  reserve  has  been  depleted.  Like  most 
school  districts,  this  one  operates  on  a tight  budget  and  finds  it  im- 
possible to  cover  a $20,000  loss  in  income. 
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Afuch  of  this  district  consists  of  the  airbase  itself  and  surrounding 
Mihurban  develo{)inent  wliere  the  airmen  and  airbase  employees  and 
their  families  live.  The  assessed  value  of  the  privately  held  land  is 
relatively  low — so  low  that  it  would  require  more  than  a 30-cent  tax 
rate  increase  to  raise  $20,000. 

Twenty  thousand  dollars  could  help  this  one  district  meet  any  one 
of  1 he  following  needs,  or  a partial  combination  of  them : 

1 . Buy  one  schoolbus  and  operate  it  for  1 year. 

2.  Kinploy  3 to  4 more  teachers  to  reduce  class  loads  from  more 
than  30  1o  less  than  30. 

3>.  K(|uip  a materials  center  for  teacher  and  pupil  use.  This  would 
include  much  needed  materials  in  history,  geography,  science,  read- 
ing, arithmetic,  art,  music,  and  literature. 

4.  Equip  two  libraries.  None  of  this  district’s  four  schools  has 
ade(piate  library  facilities  and  no  public  library  facilities  exist  in  the 
c())uniuuity. 

Tn  addition  to  needs  that  are  unmet,  the  uncertainty  of  the  amount 
of  Federal  participation  actually  has  a negative  effect  on  educational 
standards.  As  District  Superintendent  Phillip  W.  Schneider  put  it 
to  me  last  month : 

Because  of  our  heavy  dependency  on  Federal  money  the  ever-present  pos- 
sibility of  not  receiving  100  percent  entitlement  has  been  a continuing  unsettling 
problem  in  our  budget  planning. 

Year  after  year  we  attempt  to  outguess  what  Congress  may  do.  This  often, 
1 feel,  has  a negative  influence  on  the  instructional  program. 

The  uncertainty  of  whether  or  not  the  Government  will  pay  100  percent  en- 
titlement forces  us  to  defer  employment  of  necessary  personnel,  or  delay  buying 
instructional  materials. 

In  past  years,  it  should  be  said,  eventually  we  have  received  100  percent  of 
entitlement,  but  after  the  close  of  the  fiscal  year  in  which  the  entitlement  was 
authorized.  The  ever-present  possibility  that  some  Congress  might  not  approve 
100  percent  payment  creates  a planning  problem  in  which  the  district  tends  to 
protect  itself  in  terms  of  expenditures,  and,  therefore,  does  not  provide 
♦ (services)  it  might  otherwise  have  provided. 

Sound  Federal  policy  which  would  insure  payment  in  full  is  just  as  important 
as  the  amount  of  money  to  be  paid  per  child. 

And,  Mr.  Chairman,  please  consider  for  a moment  the  situation  at 
another  school  district  at  the  northern  end  of  my  district — in  Hum- 
boldt County — on  the  Hoop  a Indian  Reservation. 

Donald  E.  Himes,  Jr.,  the  superintendent  of  this  school  district — 
Klamath-Trinity  Unified — tells  me  that  it  is 

* * * imperative  that  this  district  receives  Public  Law  874  funds  for  the  current 
school  year  * * * if  our  schools  are  to  continue  operating  until  June. 

This  school  district  includes  California’s  largest  Indian  reservation 
and  largest  enrollment  of  Indian  pupils.  Also,  there  is  an  extraordi- 
narily high  percentage  of  Federal  land  within  the  district — including 
national  forest  land;  78  percent  of  the  district’s  925  square  miles  are 
Federal  lands. 

And,  adds  Superintendent  Himes : 

Also  we  would  like  you  to  consider  * * * some  measure  of  stability  of  school 
income  derived  from  Federal  sources.  The  great  fluctuation  in  national  forest 
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timber  sales  (a  portion  of  which  is  earmarked  for  schools  in  lien  of  taxes),  and 
now  the  prospect  of  decreased  874  moneys  previously  anticipated  in  our  budget 
will  very  likely  force  our  schools  to  close  in  the  near  future.  * * * 

Mr.  Chairman,  except  to  offer  for  your  record  several  additional 
statements  from  school  superintendents  and  school  boards,  that  con- 
cludes my  testimony. 

I wish  to  urge  you  and  the  members  of  this  committee  to  restore  ^ 
this  fair,  equitable  and  necessary  program  to  full  100  percent  entitle- 
ment— even  though  it  is  not  so  included  in  the  administration’s  B%ir- 
get  Bureau  budget.  I hope,  Mr.  Chairman,  that  as  we  fight  the  battle 
of  the  budget,  none  of  us  win  or  lose  it  at  the  expense  of  our  children. 
Thank  you  very  much. 

Mr.  Thomas.  Thank  you,  Mr.  Miller. 

Additional  Statements  for  the  Record 

1.  Petaluma  City  Schools,  Petaluma,  Sonoma  County,  William  B.  Manning, 
superintendent : 

“It  has  come  to  our  attention  that  due  to  budget  economy  by  President  Eisen- 
hower, our  allotment  under  Public  Law  874  is  to  be  seriously  curtailed.  * * *^ 
During  past  few  years,  as  expenses  * * * have  risen,  we  have  come  to  depend 
more  and  more  on  this  Federal  allotment  to  meet  our  growing  budget.  We 
urgently  request  that  you  support  an  appropriation  * * * to  provide  applfchfit^' 
under  874  the  full  amount  of  their  entitlement  under  the  act.” 

2.  Humboldt  County  Board  of  Education,  Eureka,  Glen  W.  Paul,  secretary 
and  superintendent : 

“It  has  come  to  the  board’s  attention  that  appropriations  under  Public  Law 
874  for  the  1959  fiscal  year  will  permit  payment  of  only  85  percent  of  the  esti- 
mated entitlement  of  school  districts  under  the  act.  * * * 

“This  will  have  a very  serious  effect  upon  the  financial  programs  of  a number 
of  districts  in  the  county,  since  several  of  them  have  prepared  their  1959  budgets 
on  the  basis  of  receiving  full  entitlement  and  any  failure  to  do  so  will  seriously 
jeopardize  their  educational  programs. 

“The  board  has  instructed  me  to  write  you  to  impress  upon  you  the  seriousness 
of  this  reduction  upon  the  financial  affairs  of  the  school  districts,  and  to  urge 
you  to  support  an  appropriation  early  in  the  coming  session  of  Congress  to  pro- 
vide applicants  under  Public  Law  874  the  full  amount  of  their  entitlement.” 

3.  Reed  Union  School  District,  Belvedere-Tiburon,  Marin  County,  Paul  R. 
Stouff er,  superintendent : 

“The  Reed  Union  School  District  urges  you  as  our  Representative  to  Congress 
to  contact  the  House  Appropriations  Committee  and  make  known  our  need  for  a 
full  entitlement  under  Public  Law  874  * * * even  though  the  Bureau  of  the 
Budget  may  not  have  so  recommended. 

“In  dollars  and  cents,  our  entitlement  means  about  $5,000  to  $6,000  for  our 
district,  which  as  you  know,  is  a relatively  small  one.  Some  services  to  the 
children  of  our  district  will  undoubtedly  have  to  be  forfeited  if  our  entitlement 
is  reduced.” 

4.  Novato  Unified  School  District,  Marin  County,  William  J.  Smith,  superin- 
tendent : 

“Our  district  is  a relatively  small  one  with  five  elementary  schools  and  one 
high  school.  We  have  slightly  over  3,000  pupils  in  grades  kindergarten  through 
12.  Our  annual  operating  budget  is  approximately  $1,250,000. 

“Public  Law  874  provides  us  with  eligibility  for  $72,874  for  the  current  operat- 
ing year  of  1958-59  * * *.  If  there  is  a deficiency  of  15  percent  in  this  fund, 
it  means  a loss  of  $10,931  in  operating  revenue  for  this  district.  In  these  times 
of  heavy  responsibilities  for  schools  and  strained  school  budgets,  such  a loss 
would  be  a serious  financial  problem. 

“Your  good  offices  in  the  present  session  of  Congress  to  prevent  this  back- 
ward step  is  earnestly  solicited.  All  of  us  are  deeply  appreciative  of  efforts 
made  in  the  past  by  Members  of  Congress  * * * to  keep  school  finances  abreast 
of  needs.” 
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SurrLE]MENTAL,  ESTIMATES,  1959 

WITNESS 

HON.  LEE  METCALF,  A REPRESENTATIVE  IN  CONGRESS  FROM  THE 

STATE  OF  MONTANA 

IVIr.  Thomas.  We  shall  now  hear  from  Representative  Metcalf  of 
Montana. 

Mr.  Metcalf.  Mr.  Chairman,  I appreciate  this  opportunity  to  rep- 
resent Montanans  and  their  congressional  delegation  in  urging  ap- 
proval of  several  items  in  the  appropriation  bill  you  are  considering. 
Senator  Murray,  Senator  Mansfield,  and  Congressman  Anderson  have 
asked  that  they  be  associated  with  this  statement.  In  summary,  we 
sui)port  three  of  the  items  for  which  an  administration  request  has 
been  made.  In  addition,  we  have  a deficiency  request  of  our  own. 

In  the  first  category  are  requests  for  an  additional : 

1.  $75,300,000  for  defense  educational  activities  in  the  Office  of 
Education. 

2.  $350,000  for  the  Outdoor  Recreation  Resources  Review  Com- 
mission under  independent  offices. 

3.  $200,000  for  the  Alaska  International  Rail  and  Highway  Com- 
mission. 

In  the  second  category  is  $725,730  for  the  proposed  West  Yellow- 
stone Airport  project  in  Montana. 

defense  education 

The  administration  request  for  $75,300,000  includes  $25  million  for 
capital  contributions  to  student  loan  funds  for  which  applications  had 
been  filed  on  or  before  J anuary  6,  1959.  Another  $37  million  would 
be  for  grants  to  States  and  loans  to  nonprofit  private  schools  for 
science,  mathematics  and  modern  language  teaching  facilities.  And 
$2  million  would  be  for  grants  to  the  States  for  testing,  guidance, 
and  counseling. 

The  loan  program  will  provide  funds  to  public  and  nonprofit  private 
colleges  and  universities  for  long-term  student  loan  funds  to  enable 
needy  and  able  students  to  complete  their  higher  education. 

This  program  was  launched  last  year  with  an  initial  appropria- 
tion of  $6  million  of  the  471/2  million  authorized.  The  need  can  be 
readily  demonstrated  by  statistics  from  Montana.  Of  the  authorized 
amount  of  $186,431,  we  received  an  appropriation  of  $23,549.  This 
was  a little  more  than  16  percent  of  the  requests  for  loan  funds  from 
eight  Montana  colleges,  which  totaled  $146,230.  If  this  supple- 
mental appropriation  is  provided,  I am  told,  Montana’s  appropriation 
will  be  a total  of  $117,746,  still  under  the  amount  needed  by  our  col- 
leges and  universities. 

RECREATION  RESOURCES  REVIEW 

I was  among  cosponsors  of  Public  Law  85-470  which  set  up  the 
National  Outdoor  Recreation  Resources  Review  Commission.  It  was 
established  to  conduct  a comprehensive  survey  of  the  Nation’s  out- 
door recreation  resources  and  to  develop  recommendations  for  policies 
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and  programs  which  will  assure  adequate  quantity  and  quality  of  out- 
door recreation  opportunity  to  meet  the  needs  of  our  increasing  popu- 
lation. 

The  $350,000  supplemental  appropriation  would  enable  this  Com- 
mission to  start  work  on  this  inventory. 

ALASKA  RAIL  AND  HIGHWAY  COMMISSION 

Public  Law  85-601  extended  the  life  of  the  Alaska  International 
Pail  and  Highway  Commission,  charged  with  studying  the  advan- 
tages and  economic  feasibility  of  additional  rail  and  highway  routes  be- 
tween the  continental  United  States  and  the  new  State  of  Alaska. 
However,  only  $40,000  was  provided  for  the  study. 

Members  of  the  Commission  decided  that  an  inadequate  study  would 
be  worse  than  none.  So  they  disbanded  the  staff  last  year. 

Funds  provided  by  this  request  would  enable  the  study  to  go  for- 
ward. It  is  vital  that  Congress  be  apprised  of  the  economic  benefits 
to  the  United  States,  Canada,  and  Alaska  that  could  result  from  in- 
dustrial development,  dependent  upon  improved  or  additional  trans- 
portation facilities. 

The  study  financed  by  this  $200,000  item  would  determine  the 
location,  extent,  and  availability  of  known  or  undeveloped  resources 
which  need  added  or  improved  transport  facilities.  The  Commission 
will  recommend  to  the  Congress  the  most  feasible  routes  based  on  a 
cost-benefit  ratio.  Present  and  future  markets  for  the  natural  re- 
sources of  the  areas  will  be  an  important  phase  of  the  study  and  report. 

As  Mr.  William  H.  Browning,  executive  vice  president  of  the  Mon- 
tana Chamber  of  Commerce  wrote  me  last  year: 

We  in  the  State  chamber  are  vitally  interested  in  this  problem  of  a north- 
ward route  to  Alaska. 

WEST  YELLOWSTONE  AIRPORT 

It  will  take  an  appropriation  of  $725,730  for  the  Park  Service  for 
initial  construction  work  for  the  West  Yellowstone  airport,  which 
the  Montana  State  Aeronautics  Commission  has  said: 

Would  give  a needed  facility  for  scheduled  airline  aircraft  operations,  which 
would  be  of  material  benefit  to  Montana  and  to  the  accessibility  of  this  recrea- 
tional area  (Yellowstone  National  Park)  to  people  from  throughout  the  country. 

Details  on  this  airport — to  serve  this  Nation’s  oldest  and  largest 
national  park — have  been  worked  out  over  the  years  by  local.  State, 
and  Federal  officials  within  the  framework  of  Public  Law  463,  81st 
Congress.  It  is  this  law,  you  will  recall,  which  authorizes  the  Secre- 
tary of  the  Interior  to  plan  and  build  airports  near  national  parks. 
The  Forest  Service  has  offered  the  land  for  this  airport.  The  Civil 
Aeronautics  Administration,  now  the  Federal  Aviation  Agency,  has 
recognized  the  desirability  of  this  development,  and  has  offered 
$637,000  as  that  Agency’s  share  of  construction  funds.  Under  date 
of  January  20,  1959,  the  Montana  State  Aeronautics  Commission 
offered  to  administer,  operate,  and  maintain  the  airport. 

Our  file  on  this  project  includes  copies  of  supporting  letters  from 
Gov.  J.  Hugo  Aronson  to  the  Civil  Aeronautics  Administration  and 
the  Secretary  of  the  Interior. 

Mr.  Thomas.  Thank  you,  Mr.  Metcalf. 
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.Vasis'i'AxcK  TO  Schools  in  F edekally  Impacted  A peas 

WITNESS 

HON.  CLIFFORD  G.  McINTIRE,  A REPRESENTATIVE  IN  CONGRESS 

FROM  THE  STATE  OF  MAINE 

Mr.  Tl  lOMAS.  We  shall  hear  now  from  Representative  Mclntire  of 
Maine. 

Mr.  McIntihe.  Mr.  Chairman,  I am  submitting  to  the  record  two 
piexies  of  correspondence — a telegram  and  a letter — which  vividly 
porti-ay  tlie  urgent  need  for  eligible  schools  in  federally  impacted 
areas  to  receive  payments  reflecting  100  percent  of  Public  Law  874 
entitlements. 

In  addition,  I would  like  to  point  out  that  to  refrain  from  paying 
sui)plemental  funds  for  school  construction  under  Public  Law  815 
would  be  but  to  visit  extremely  adverse  circumstances  on  Maine  com- 
munities. 

Ml'.  Chai  rman,  Alaine  communities  find  themselves  in  desperate 
straits  not  because  of  any  fault  of  their  own,  but  because  of  a Federal 
activity  which  imposes  upon  them  certain  financial  stringencies  asso- 
ciated with  the  accommodation  of  the  educational  needs  of  federally 
impacted  areas. 

Because  the  activity  concerned  is  a corollary  of  our  defense  pro- 
gram and  an  element  of  our  national  security,  it  is  my  considered 
opinion  that  the  Congress  has  the  responsibility  of  giving  100  per- 
cent rather  than  partial  support  to  this  program.  The  cost  burden 
of  such  a program  should  not  be  permitted  to  destroy  the  financial 
health  of  the  affected  communities.  This  burden  should  not  be  borne 
by  a comparatively  few  communities  in  our  national  complex  but 
should  instead — because  of  the  program’s  national  nature — be  assumed 
by  the  F ederal  Govermnent,  which  performs  as  a composite  of  all  the 
communities  in  America. 

Mr.  Chairman,  I deeply  appreciate  having  the  opportunity  of  pre- 
senting this  correspondence  and  my  views  for  the  consideration  of  the 
members  of  this  committee. 

Air.  Thomas.  Thank  you,  Mr.  Mclntire. 

(The  following  were  submitted  for  the  record :) 

Office  of  Superintendent  of  Schools, 

Limestone,  Maine,  Fel>ruary  25, 1959. 

Re  Limestone,  Maine,  Public  Law  874  funds  1950-60,  reference  application  59-E-8. 
Hon.  Clifford  McIntire, 

Representative  from  Maine, 

House  of  Representatives,  Washington,  D.G. 

Dear  Congressman  McInttee  : The  appropriations  made  by  Congress  last  year 
are  insuflacient  to  pay  all  applications  under  Public  Law  815  and  Public  Law  874. 
The  U.S.  Office  of  Education  in  Bulletin  No.  25  of  September  29,  1958,  indicated 
that  the  amount  required  to  pay  the  full  amount  to  all  applicants  exceeds  the 
$130  million  appropriation  by  some  $20  to  $21  million  for  Public  Law  874  alone. 

This  information  was  received  by  us  in  November,  I believe.  At  any  rate  we 
were  not  aware  of  this  problem  until  after  we  had  purchased  books,  supplies,  etc. 
for  the  school  year  and  had  employed,  under  contract,  teachers  to  care  for  the 
students  anticipated. 

Our  problem  is  further  complicated  by  the  fact  that  enrollment  of  Loring  resi- 
dent students  is  less  than  anticipated  due  largely  to  the  fact  that  a major  repair 
program  is  underway  in  the  Limestone  Gardens  housing  area.  Original  esti- 
mates as  to  number  of  apartments  to  be  vacant  and  the  length  of  time  they  would 
be  vacant  have  undergone  drastic  revisions  upward  due  to  various  circumstances 
that  I feel  could  not  be  controlled.  This  decrease  in  enrollment  naturally  will 
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decrease  Limestone’s  entitlement  to  Public  Law  874  funds.  We  think  we  can 
make  adjustments  to  allow  for  part  or  all  of  these  changes. 

Estimated  Public  Law  874  entitlement  to  Limestone  for  1958-59  under  appli- 
cation 59-E-8  is  $352,684.  Entitlement  prorated  at  85  percent  is  $299,781.40,  a 
difference  of  $52,€k)2.60. 

In  order  to  effect  economies  the  Limestone  superintending  school  committee 
has  directed  me  to  consolidate  classes  whenever  we  have  a teacher  resigna- 
tion. We  are  consolidating  in  one  grade  Friday  and  expect  to  effect  two  further 
consolidations  within  another  month.  Purchases  of  books  and  supplies  for  the 
next  school  year  will  be  postponed  beyond  the  usual  and  most  economical  time. 
Purchase  of  a school  bus  needed  for  transportation  of  Loring  resident  students 
to  Limestone  High  School  will  be  postponed  complicating  both  financial  and 
transportation  problems  for  the  1959-60  school  year.  All  purchases  which  can 
possibly  be  postponed  will  be  postponed. 

Despite  these  plans  we  currently  estimate  that  if  we  are  paid  at  85  percent  of 
entitlement  we  will  lack  $30,000  to  $40,000  of  funds  needed.  In  the  operation 
of  our  off-base  schools  the  worst  that  could  happen  would  be  an  overdraft  of  up 
to  $10,000.  We  have  no  means  of  handling  a similar  problem  in  our  Loring 
schools  where  the  sum  might  reach  $30,000. 

Had  the  facts  as  published  last  fall  been  known  by  the  previous  May  or  June, 
larger  pupil-teacher  ratios  could  have  been  planned  and  other  changes  made. 
Our  contracts  permit  dismissal  of  teachers  in  the  Loring  schools  on  5 days’ 
notice  that  their  position  is  abolished.  Carrying  this  out  would  further  compli- 
cate our  teacher  recruitment  problem  which  is  considerable  due  to  the  number 
of  military  installations  in  the  area.  An  idea  of  our  recruitment  problem  is  in- 
dicated by  the  fact  we  have  replaced  11  teachers  or  over  10  percent  of  our  staff 
since  school  opened  last  fall. 

Our  main  point,  in  case  I have  included  more  information  than  needed,  is  that 
we  have  very  serious  monetary  problems  unless  payments  under  Public  Law  874 
are  made  at  a figure  representing  something  near  100  percent. 

We  know  of  no  way  that  we  will  receive  adequate  funds  unless  a supplemental 
appropriation  is  approved. 

W'e  should  like  to  point  out  what  you  probably  realize — that  estimates  on  the 
ups  and  downs  of  enrollment  in  local  schools  depend  considerably  on  military 
plans  which  are  not  always  known  locally  and  which  are  subject  to  continued 
revisions  due  to  necessity  and  changes  in  the  military  plans  and  programs. 
(Note : We  imply  no  criticisms  of  the  military.) 

We  will  be  happy  to  provide  additional  information  that  you  may  need. 
Copies  of  this  letter  are  enclosed  for  distribution  to  the  other  members  of  the 
Maine  delegation  or  whatever  you  may  feel  is  the  best  use. 

We  plan  to  write  you  shortly  regarding  Limestone’s  problems  regarding 
Public  Law  815. 

In  an  attempt  to  provide  a better  education  at  a fairer  rate  of  local  taxation, 
local  citizens  (51)  of  Limestone  and  Casw’ell  are  recommending  the  formation 
of  a school  administrative  district.  A copy  of  this  study  will  be  sent  should 
you  desire  it. 

Sincerely, 


Arthur  F.  Doe, 
Superintendent  of  Schools. 


Augusta,  Maine,  February  1959. 

Representative  Cliffoed  McIntiee, 

Bouse  Office  Building, 

Washington,  D.G. 

Approximately  40  Maine  school  districts  are  receiving  funds  under  Public 
Law  874  to  assist  in  educating  children  of  parents  who  live  or  are  employed 
on  Federal  projects.  Failure  to  provide  adequate  Federal  funds  would  throw 
a progressively  heavier  burden  upon  the  tax  resources  of  local  school  districts. 
It  is  not  felt  that  local  tax  resources  should  be  responsible  for  education  of 
children  whose  parents  are  employed  in  Federal  activities  which  are  principally 
military  in  character.  Re  Public  Law  815,  failure  to  supply  supplemental 
funds  will  adversely  affect  several  Maine  communities.  The  Maine  depart- 
ment of  education  solicits  your  support  and  effort  to  obtain  the  full  supple- 
mental appropriation. 

Warren  G.  Hill, 
Commissioner  of  Education. 
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Indiax  Payments  Resulting  From  Construction  of  Oahe  and 

Four  Randall  Dams  and  Assistance  to  Schools  in  Federally. 

Ditacted  Areas 

WITNESS 

L-. 

HON.  E.  Y.  BERRY,  A REPRESENTATIVE  IN  CONGRESS  FROM  THE 

STATE  OF  SOUTH  DAKOTA 

Ml*.  Thomas.  Next,  we  shall  hear  Representative  Berry  of  South 
Dakota.  Mr.  Berry,  you  may  proceed. 

Mr.  Berry.  Mr.  Chairman  and  gentlemen  of  the  committee,  I am 
here  for  two  purposes  this  afternoon. 

First,  to  urge  your  approval  of  two  appropriation  items  to  effectu- 
ate tliree  laws  passed  by  the  85th  Congress.  The  85th  Congress 
passed  tliree  laws  which  had  for  their  purpose  the  settlement  with  the 
Standing  Rock  Indian  Reservation,  the  Crow  Creek  Indian  Reser- 
vation, and  the  Lower  Brule  Indian  Reservation — all  three  members 
of  the  Sioux  Tribe  in  South  Dakota.  The  purpose  of  the  laws  were 
to  provide  compensation  for  the  taking  of  the  lands  and  the  resultant 
damages  as  a result  of  the  construction  of  the  Oahe  and  the  Fort 
Randall  Dams  on  the  main  stem  of  the  Missouri  River.  The  three 
laws  are  Public  Law  85-915,  Public  Law  85-916,  and  Public  Law 
85-923. 

The  proposed  supplemental  appropriation  provides  on  page  26 
under  “Department  of  Defense-Civil  Functions,  Department  of  the 
Army,”  $5  million  to  effectuate  these  three  laws.  And  on  page  32 
under  “Bureau  of  Indian  Affairs,”  the  proposed  bill  provides  $6,960,- 
000  for  payment  of  the  rehabilitation  program  on  the  Standing  Rock 
Indian  Reservation. 

I shall  not  take  the  time  of  this  subcommittee  other  than  to  point 
out  that  these  funds  are  provided  in  the  proposed  supplemental  ap- 
propriation and  to  answer  any  questions  that  any  member  of  the 
subcommittee  may  have  with  regard  to  these  figures. 

My  second  purpose  in  appearing  before  this  subcommittee  today 
is  to  join  with  Congressman  Cleveland  Bailey  of  West  Virginia  and 
the  other  Members  in  urging  supplemental  funds  for  the  implementa- 
tion of  Public  Law  874  and  Public  Law  815. 

As  has  already  been  pointed  out.  Congress  increased  the  coverage 
of  these  two  laws  when  extending  them  last  year ; but  in  spite  of  the 
fact  that  the  coverage  was  increased,  they  failed  to  increase  the  funds 
necessary  to  implement  these  increased  coverages.  The  result  has 
been  that  the  Department  has  been  able  to  provide  only  85  percent  of 
the  entitlement  of  all  school  districts  eligible  under  these  two  public 
laws. 

I have  in  my  district  almost  every  phase  of  entitlement  under  these 
two  laws,  and  am  therefore  very  vitally  interested  in  this  increased 
appropriation  to  implement  the  increased  coverage. 

I have  in  my  hand  reports  from  about  20  school  districts,  all  of 
which  are  seriously  affected  by  this  appropriation  shortage.  The  first 
to  which  I would  call  your  attention  is  the  Douglas  school  system, 
which  adjoins  Ellsworth  Air  Force  Base  near  Rapid  City,  S.  Dak. 
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This  school  was  established  for  the  purpose  of  providing  education 
to  the  Air  Force  personnel  on  this  base.  I have  here  a letter  from 
Robert  R.  Spelts,  superintendent  of  the  Douglas  school,  under  date 
of  November  19,  1958,  in  which  he  says,  and  I quote:  “You  are 
aware  that  98  percent  of  the  children  attending  our  school  are  fed- 
erally connected.  Unless  we  receive  100  percent  entitlement,  we  will 
be  unable  to  meet  our  budgeted  obligations.” 

I have  a further  letter  from  Superintendent  Spelts  advising  that 
the  school  district  has  been  required,  as  of  the  first  of  this  month,  to 
go  on  a warrant  basis.  In  other  words,  the  appropriated  funds  have 
been  used  by  this  school  which  depends  almost  entirely  upon  Public 
Law  874  funds.  They  have  practically  no  tax  base,  their  whole  func- 
tion is  to  provide  education  for  the  personnel  of  the  Air  Force  base; 
and  Congress  must  do  one  of  two  things  to  save  this  school  system 
and  many  others  in  the  same  category,  and  that  is  either  to  appro- 
priate money  required  to  maintain  these  schools  under  Public  Law 
874  or  else  repeal  the  additional  coverage  authorized  in  the  extension 
of  the  law. 

I also  have  here  the  balance  sheet  of  the  Provo  School  District, 
located  at  Igloo,  S.  Dak.,  where  the  children  of  those  employed  in 
the  Black  Hills  Ordnance  Depot  are  educated.  Out  of  a budget  of 
$185,000,  the  district  anticipated  revenue  of  $11,000  from  State  aid, 
$2,500  from  tuition,  $2,500  from  taxes,  $7,872  from  county  and  State 
apportionment.  The  balance  of  the  operation  of  their  school  must 
come  from  Public  Law  874.  Unless  they  receive  100  percent  of  their 
entitlement  under  Public  Law  874,  this  school  district  will  be  in  the 
same  shape  as  the  Douglas  School  District  at  Rapid  City  to  which  I 
have  just  referred. 

I have  here  the  statement  from  the  Sturgis  Public  School  at  Sturgis, 
S.  Dak.,  near  which  is  located  the  Veterans’  Administration  Hospital. 
While  this  district  is  not  as  dependent  as  these  other  two  districts, 
their  entitlement  is  approximately  $40,000  per  year,  15  percent  of 
which  will  seriously  throw  their  budget  out  of  balance. 

I also  have  the  letter  from  the  Eagle  Butte  Independent  School 
District  where  80  percent  of  the  lands  in  the  district  are  Indian  lands. 
This  district  is  seriously  dependent  upon  100  percent  of  the  funds  from 
Public  Law  874.  The  same  situation  exists  with  respect  to  the  White 
River  Independent  School  District,  the  Edgemont  Independent  School 
District,  the  Rapid  City  Public  Schools,  the  Piedmont  Public  School, 
the  Hot  Springs  School  District,  the  Todd  County  Independent 
School  District,  and  about  20  other  school  districts  that  have  con- 
tacted me,  and  I have  in  my  hand  copies  of  their  budgets  to  indicate 
the  serious  condition  that  this  appropriation  failure  has  created. 

! Mr.  Chairman,  I shall  not  take  further  time  of  this  subcommittee, 
except  to  say  that  we  must  do  one  of  two  things : Either  we  must  go 
back  to  the  coverage  of  the  old  law,  or  we  must  appropriate  additional 
money  to  cover  the  additional  situations  created  by  the  coverage  in 
the  new  law. 

Thank  you. 

Mr.  Thomas.  Thank  you,  Mr.  Berry. 
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Flood  Control 

WITNESS 

HON.  FRED  WAMPLER,  A REPRESENTATIVE  IN  CONGRESS  FROM 

THE  STATE  OF  INDIANA 

Mr.  T iio:vrAS.  AVe  shall  now  hear  from  Representative  'VYampler  of 
Indiana. 

Mr.  AVampler.  Mr.  Chairman,  members  of  the  committee,  my  deep 
appreciation  for  this  opportunity  to  appear  before  your  special  House 
Appropriations  Committee  unit  considering  additional  administration 
money  requests  for  the  current  fiscal  year. 

I am  sure  all  the  distinguished  members  of  this  committee  are  fa- 
miliar with  the  tragic  and  devastating  floods  that  recently  have  been 
raging  along  the  AA^abash  River  causing  untold  human  misery  and 
many  millions  of  dollars’  worth  of  property  and  agricultural  damage 
and  destruction. 

Last  year  in  Indiana,  Mr.  Chairman,  some  60  highways  were  ac- 
tually impassable  due  to  the  extreme  flood  conditions  then  existing. 
Included  were  major  highways  U.S.  No.  24  at  Logansport,  No.  31  at 
Peru,  No.  25  at  Delphi,  No.  41  at  Attica,  No.  43  north  of  Lafayette, 
No.  64  west  of  Princeton;  U.S.  No.  50  west  of  Vincennes  was  washed 
out  for  over  10  days.  As  a result,  the  motortruck  transportation  lines, 
which  service  about  49  percent  of  the  communities  in  the  State  of 
Indiana,  were  forced  to  reroute  extensively  their  operations.  Many 
Indiana  communities  were  completely  isolated  due  to  the  fact  that 
flood-damaged  bridges  made  it  virtually  impossible  for  truckers  to 
pass. 

At  Huntington,  AA^abash,  and  Peru,  the  city  water  supplies  were 
so  severely  threatened  that  if  the  floodwaters  had  risen  6 inches  to 
1 foot  more,  local  waterworks  would  have  been  thoroughly  contami- 
nated, thus  triggering  a serious  health  hazard,  conceivably  to  the 
epidemic  stage. 

At  Terre  Haute,  we  used  140,000  sandbags  and  spent  approximately 
$100,000  compensating  the  National  Guard  and  the  Air  National  Guard 
for  their  flood-fighting  services.  In  addition  to  National  Guard  per- 
sonnel, a civil  defense  corps,  high-school  students,  inmates  of  the  State 
penal  farm  and  the  local  citizenry  contributed  their  efforts,  on  a day- 
and-night  basis.  This  grave  situation,  Mr.  Chairman,  has  been  re- 
peated annually  for  the  past  3 years  in  and  around  the  city  of  Terre 
Haute. 

The  city  of  Clinton  purchased  8,000  sandbags  at  14  cents  each  for 
a previous  emergency,  emptied  them  after  the  flood  had  subsided  and 
stored  the  bags  for  future  use.  They  were  needed  again  for  the  most 
recent  flood.  Also,  Clinton’s  waterworks  was  practically  inundated 
by  the  floodwaters.  At  Attica,  some  20  houses  were  flooded  as  high 
as  the  second  story. 

There  was  extensive  damage  to  farmlands  and  property ; and  five 
lives  have  been  lost  within  the  past  few^  years  in  floods.  One  life  was 
lost  during  the  most  recent  flood. 
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I am  asking  for  preconstruction  planning  funds  for  the  following 
projects : 


West  Terre  Haute  local  protection  project $30,  000 

Sugar  Creek  leA^ee 30,  000 

Adams  levee 25,  000' 

Clinton  levee 5,  000' 

Greenfield  Bayou  levee 50,  000 

Raccoon  levee 30,  000' 


Total 170,000 

Plus  money  to  conduct  a resurvey  of  the  Conover  levee 2,  000 


Total : 172,  OOO 


All  these  projects,  Mr.  Chairman,  have  been  authorized  but  funds 
for  design  and  preconstruction  planning  were  not  included  in  the 
budget  for  this  fiscal  year.  I have  been  in  contact  with  the  Army 
Corps  of  Engineers,  and  have  determined  what  amount  they  could 
utilize  during  the  remainder  of  the  current  fiscal  year  if  funds  were 
appropriated  by  April  1,  1959 — $172,000.  I also  ask  that  the  sum 
of  $200,000  be  approved  for  the  reservoirs  in  north  Indiana,  for 
design  and  construction  planning. 

F or  comparison  purposes,  I would  like  to  point  out  that  during  the 
two  flood  emergencies  this  year,  the  President  authorized  expenditure 
of  up  to  $500,000,  and  full  information  is  not  yet  available  about  the 
amount  actually  spent. 

The  total  needed  for  construction  of  six  major  flood  control  projects 
in  the  Sixth  District  is  $3,433,000  in  Federal  funds;  $447,000  non- 
Federal  or  local  funds. 

Local  communities  in  Indiana  are  fully  aware  of  the  responsibilities 
they  must  assume  if  they  are  to  receive  Federal  financial  assistance, 
and  will  comply  wholeheartedly. 

Again,  Mr.  Chairman,  thank  you  for  this  chance  to  testify  in  sup- 
port of  Federal  flood-control  assistance  in  the  State  of  Indiana. 

Mr.  Thomas.  Thank  you,  Mr.  Wampler. 

Alaska  Ixternatioxal  Kail  axd  Highway  Commission 

WITNESS 

HON.  RAIiPH  RIVERS,  A REPRESENTATIVE  IN  CONGRESS  FROM 

THE  STATE  OF  ALASKA 

Mr.  Thomas.  Now,  we  have  with  us  Kepresentative  Eivers  of 
Alaska. 

Mr.  Eivers.  Mr.  Chairman  and  gentlemen  of  the  committee,  I am 
pleased  to  appear  today  in  support  of  the  request  of  the  Alaska  In- 
ternational Eail  and  Highway  Commission  for  a supplemental  ap- 
propriation of  $200,000  authorized  in  1958.  I have  followed  the 
work  of  the  Commission  with  much  interest.  I have  studied  their 
plan  to  contract  for  an  economic  study  of  the  natural  resources  which 
need  additional  transport  facilities  to  reach  world  markets,  and  I 
believe  it  is  the  only  course  of  action  that  will  develop  concrete 
recommendations. 

Past  studies  have  resulted  in  feasibility  reports  for  certain  routes 
Meanwhile,  British  Columbians  planning  and  building  a few  roads,, 
the  one  of  principal  interest  to  Alaska  and  the  United  States  extend- 
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in<r  soutli  from  the  Alaska  Highway  through  Cassiar  tx)>  Stewart,  the 
most  noi-fliorly  port  in  the  Province. 

It  is  vital  to  the  development  of  Alaska  and  northwest  North 
AimM’ica  that  road  and  rail  routes  be  chosen  that  will  bring  maximum 
returns.  The  actual  facilities  may  not  be  completed  for  a number 
of  years.  Put  the  routes  should  be  selected  that  will  tap  areas  of 
greatest  j)otential,  whether  it  be  Alaska  or  Canada,  and  whether  the 
i-esource  be  metals,  minerals,  forests,  fish  or  people.  This  can  only 
lie  acconi])lished  by  a study  such  as  the  one  proposed  and  it  must  be 
done  well.  This  will  be  the  economic  study  that  will  end  the  need 
for  all  future  studies. 

The  Commission  report  of  findings  and  recommendations  will  en- 
able the  Congress  to  determine  future  action,  probably  jointly  with 
Canada.  Without  such  a study,  the  Congress  will  be  ill  prepared 
to  provide  guidance  on  future  investments  or  expenditures  for  high- 
ways, railroads  or  port  facilities,  whether  they  be  public  or  private. 

The  people  of  Alaska  are  keenly  interested  in  this  project,  real- 
izing the  limitation  of  a single  gravel  road  (the  1,300-mile  two-lane 
])ortion  of  the  Alaska  highway  from  Dawson  Creek,  British  Colum- 
bia to  Tok  Junction,  Alaska)  connecting  their  road  network  with 
the  outside.  While  present  capacity  is  adequate,  the  Alaska  high- 
way would  be  required  to  handle  many  times  this  volume  to  support 
the  civilian  and  military  population  of  the  new  State,  if  an  emergency 
prevented  movement  of  cargo  by  water. 

Military  waterborne  cargo  during  the  year  ending  June  30,  1958 
totaled  170,000  short  tons.  Civilian  shipments  by  water  during 
1957  between  central  Alaska  and  the  other  States  and  Canada  totaled 
1,125,000  tons.  Southeastern  Alaskan  ports  accounted  for  an  addi- 
tional 400,000  tons.  If  emergency  conditions  suddenly  precluded 
use  of  ocean  going  ships  to  the  new  State,  the  Alaska  highway  would 
immediately  be  swamped  with  an  increase  of  4,200  tons  of  cargo  daily. 
This  figure  is  based  on  peacetime  requirements  and  would  be  in  addi- 
tion to  present  highway  traffic  volume,  ranging  from  an  average  of 
25  to  500  tons  per  day  on  various  sectors  (see  table  attached) . 

In  1958,  the  U.S.  Army  Transportation  Corps  estimated  that  if 
average  daily  gross  tonnage  over  the  Alaska  highway  exceeded  2,000 
short  tons,  the  maintenance  could  not  keep  pace  with  the  demand. 
It  is  probable  that  the  capacity  between  Haines  Junction  and  the 
Yukon- Alaska  border  averages  only  1,200  short  tons  per  day.  This 
average  is  reduced  to  only  333  tons  daily  during  March,  April,  and 
May,  the  period  of  alternate  thawing  and  freezing,  which  reduces 
the  capacity  of  gravel-surfaced  highways  from  10  to  75  percent  of 
maximum.  A review  of  engineering  literature  indicates  the  higher 
capacities  represent  vehicle  volumes  considerably  in  excess  of  cur- 
rent practice  on  low-type  roads  in  the  United  States.  (A  short  list 
of  reference  material  is  attached.) 

I urge  you  to  approve  the  request  for  the  entire  $200,000,  to  be 
available  during  the  life  of  the  Commission.  Not  only  are  Alaskans 
desirous  of  getting  additional  overland  transportation  facilities  to  the 
other  States,  but  the  residents  of  the  panhandle  hope  to  see  one  or 
more  comiecting  links  to  such  facilities,  ending  their  entire  depend- 
ence on  water  transport. 

Thank  you,  Mr.  Chairman,  for  this  opportunity  to  endorse  this 
appropriation. 

Mr.  Thomas.  Thank  you,  Mr.  Rivers. 


Estimated  highway  freight  tonnage,  current  year  1957,  hy  sectors  {furnished  hy  Consolidated  Freightways,  1968) 

[All  figures  are  short  tonsl 
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National  Defense  Education  and  Development  Loan  Fund 

WITNESS 

MRS.  ALISON  G.  BELL,  LEGISLATIVE  ASSOCIATE,  THE  AMERICAN 

ASSOCIATION  OF  UNIVERSITY  WOMEN 

Mr.  Thomas.  We  shall  hear  now  Mrs.  Alison  G.  Bell,  representing 
the  American  Association  of  University  Women. 

Mrs.  Bell.  My  name  is  Alison  G.  Bell,  and  I am  the  legislative 
associate  on  the  staff  of  the  American  Association  of  University 
Women.  I am  here  to  represent  the  association  in  support  of  two 
programs  covered  in  the  omnibus  supplemental  appropriations  bill 
which  this  subcommittee  has  under  consideration  at  the  present  time. 
These  two  programs  are  the  National  Defense  Education  Act,  enacted 
in  1958,  and  the  Development  Loan  Fund,  which  is  a part  of  the 
mutual  security  program. 

For  the  benefit  of  those  members  of  this  committee  who  are  not 
acquainted  with  the  work  of  the  American  Association  of  University 
Women,  we  shall  take  the  liberty  of  pointing  out  that  our  organiza- 
tion, now  over  three-quarters  of  a century  old,  was  founded  and  con- 
tinues solely  for  the  purpose  of  uniting  college-educated  women  in 
furthering  their  own  intellectual  growth  and  for  work  in  the  public 
interest  as  a responsibility  of  citizens  who  have  had  the  privilege  of 
a college  education.  The  association  has  a membership  of  approxi- 
mately 145,000  college  graduates  organized  in  1,415  branches  in  the 
49  States  and  Territories. 

Because  we  recognize  the  great  pressure  under  which  this  committee 
works,  we  shall  attempt  to  be  brief.  We  are  convinced  that  much  of 
what  happens  in  the  world  within  the  next  few  years  depends  lai*gely 
upon  actions  taken  in  this  committee. 

We  appear  before  you  because  we  believe  both  programs  to  which 
we  wish  to  speak  are  integral  parts  of  adequate  national  planning  and 
prmcipal  instruments  for  the  advancement  of  sound  domestic  and  in- 
ternational policy. 

In  support  of  the  National  Defense  Education  Act  we  should  like 
to  point  out  that  education,  like  peace,  has  become  a worldwide  prob- 
lem which  no  longer  is  separable  from  the  well-being  and  survival 
of  mankind. 

Our  own  Nation’s  crisis  in  education  support,  generated  by  an  ex- 
ploding birth  rate,  the  mass  of  new  knowledge,  and  the  increasing 
need  and  desire  for  education  created  by  this  new  knoweldege,  must 
be  faced  squarely.  The  National  Defense  Education  Act  has  proved 
a very  useful  step  in  that  direction  in  the  short  period  since  its  en- 
actment, although  it  has  been  badly  handicapped  by  the  very  limited 


appropriation  last  August  of  just  $40  million  to  be  divided  among  the 
States.  Because  we  are  so  impressed  by  the  enthusiasm  with  which 
this  legislation  has  been  accepted  and  because  we  believe  so  firmly 
in  the  potential  effectiveness  of  each  title  of  the  act,  if  the  full  $887 
million  authorized  is  in  the  end  appropriated,  the  association  sincerely 
urges  appropriation  of  the  $75.3  million  supplemental  appropriation 
requested  by  the  administration  for  the  implementation  of  the  Na- 
tional Defense  Education  Act  through  June  30,  1959.  The  Ameri- 
can Association  of  University  Women  also  supports  appropriation 
of  the  $150  million  included  in  the  President’s  budget  for  the  National 
Defense  Education  Act  as  a minimum  for  fiscal  I960. 

In  support  of  the  Development  Loan  Fund  we  wish  to  say  that  in 
the  eyes  of  the  associattion  the  full  $225  million  supplemental  appro- 
priation requested  for  implementation  of  this  part  of  the  mutual 
security  program  through  June  30,  1959,  is,  if  anything,  a sum  short 
of  adequate.  We  regard  as  very  damaging  to  this  country’s  prestige 
the  fact  that  the  much  discussed  Development  Loan  Fund  has  been 
without  funds  since  the  1st  of  February. 

This  situation  is  particularly  serious  when  it  is  taken  into  con- 
sideration that  $500  million  in  screened  requests  are  held  by  the  De- 
velopment Loan  Fund,  as  are  well  over  a billion  dollars  in  partially 
screened  requests,  and  a new  loan  to  India  is  being  negotiated  here  in 
Washington. 

It  is  our  conviction  that  the  Development  Loan  Fund  is  a far  more 
constructive,  far  more  effective,  and  far  less  costly  tool  for  combating 
the  threat  of  communism  than  a constantly  expanding  military  ma- 
chine. We  support  the  DLF  program  (1)  as  an  effective  instrument 
of  foreign  policy  in  the  underdeveloped  areas  of  the  world;  (2)  as  a 
bulwark  to  our  national  security  through  orientation  of  these  un- 
committed areas  to  the  West;  (3)  as  a generator  of  future  markets 
for  this  Nation’s  productivity  through  contribution  to  the  economic 
stabilization  of  these  underdeveloped  areas;  (4)  and,  lastly,  as  a 
means  of  counteracting  Soviet  propaganda  by  making  it  known 
abroad  that  the  United  States  recognizes  the  interdependence  and 
fundamental  interrelationships  of  nations  in  advancing  our  common 
cause — the  creation  of  a world  society  free  of  the  fear  of  dictatorship. 

We  also  wish  to  point  out  to  you  the  misunderstanding  and  dis- 
illusionment, both  in  this  countr}^  and  abroad,  created  by  enactment 
of  one  kind  of  authorization  legislation  and  subsequent  retreats  in 
appropriation  legislation.  We  have  had  enough_experience  with  the 
loss  of  prestige  so  caused  to  suggest  that  it  is  a matter  grave  enough 
to  warrant  this  committee’s  very  serious  consideration. 

In  conclusion  we  wish  to  say  that  we  are  not  unmindful  of  the 
dangers  inherent  in  a budget  situation  in  which  outgo  exceeds  income. 
However,  we  respectfully  submit  that  the  investment  of  such  sums  as 
may  be  required  for  education  here  and  abroad  and  for  technical  as- 
sistance and  develo*pment  loan  funds  to  underdeveloped  areas  will  in 
the  end  prove  more  effective  than  enormously  larger  sums  spent  for 
military  defense.  We  hasten  to  add  that  we  are  not  suggesting  a re- 
treat from  these  latter  expenditures  at  this  time,  but  we  are  suggest- 
ing that  in  this  time  of  crisis  our  Nation  must  afford  this  dual  ap- 
proach to  our  objective,  peace  in  our  time,  even  at  the  risk  of  higher 
taxes. 

Mr.  Thomas.  Thank  you,  Mrs.  Bell. 
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Assistance  to  Schools  in  Impacted  Aeeas 


y\v.  T HOM AS.  The  committee  is  in  receipt  of  a communication  from 
l\(‘j)resentative  John  R.  Foley  of  Maryland,  which,  will  be  inserted 
in  tlie  record  at  tliis  point. 

(The  matter  referred  to  follows :) 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.G.,  March  9, 1959. 

Re  Public  Law  874. 


lion.  Alrert  Thomas, 

Chairman,  Special  Subcommittee  on  Deficiency,  Committee  on  Appropriations, 
House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Chairman  : I am  submitting  this  statement  in  support  of  the  effort 
])eing  made  to  correct  the  shortage  of  funds  for  the  1959  budget  under  Public 
Law  S74.  In  the  Sixth  District  of  Maryland,  which  it  is  my  privilege  to  repre- 
sent in  the  House  of  Representatives,  three  counties  have  participated  in  the 
Federal  impacted  aid-to-education  program  under  Public  Law  874  and  Public 
laiw  815.  These  three  counties  are  Montgomery,  Frederick,  and  Washington. 
They  have  participated  from  the  beginning.  They  qualify  for  participation  in 
all  respects. 

On  each  occasion  when  the  question  of  the  extension  of  Public  Law  874  has 
arisen  or  when  a deficiency  has  occurred  in  the  Federal  appropriation  pursuant 
to  this  law,  representatives  of  the  Sixth  District  of  Maryland  have  appeared 
before  the  several  committees  urging  that  this  Federal  program  be  continued 
and  that  full  funds  be  appropriated  in  support  of  the  program.  The  reason  for 
this  consistent  support  can  be  dramatically  demonstrated,  for  one  example  from 
my  district,  by  the  following  facts  reflecting  the  total  number  of  pupils  in  the 
Montgomery  County  school  system  whose  parents  are  employed  by  Federal 
agencies. 


1950- 51. 

1951 - .52. 

1952- .58 

1953- 54 


1,  672 

2,  204 
2,  715 
4,  749 


195L-55. 

1955- 56. 

1956- 57. 

1957- 58. 


13,  078 

14,  830 
18,  417 
20,  000 


Thus,  in  the  short  span  of  8 years,  the  total  number  of  pupils  has  increased 
from  1,672  to  now  over  20,000  in  1958-59. 

The  extent  to  which  Montgomery  County  has  participated  in  the  Public  Law 
874  program  from  a money  standpoint  is  indicated  by  the  following  figures  : 


1950- 51. 

1951- .52. 

1952- 53. 

1953- 54 


$89,  300 
90,  489 
122,  332 
261,  476 


1954- 55. 

1955- 56. 

1956- 57. 

1957- 58. 


$797,  034 
961,  068 
1,  331,  515 
1,  450,  000 


Thus,  rather  than  the  need  for  the  program  decreasing,  the  foregoing  facts 
forcefully  demonstrate  that  the  program,  must  be  continued.  The  soundness  of 
the  program  has  been  amply  fortified  by  experience.  Each  dollar  authorized 
under  Public  Law  874  must  be  appropriated  to  the  participating  school  districts. 

The  opponents  of  Federal  aid  to  education  in  our  community  after  studying 
the  experience  of  the  Montgomery  County  school  system  under  Public  Law  874, 
have  dissolved  their  opposition  to  the  vanishing  point.  This  change  of  position 
has  been  brought  by  the  harsh  economic  facts  summed  up  in  the  increasing 
costs  to  provide  not  only  an  adequate  school  system  but  a school  system  that 
will  truly  serve  the  needs  of  the  community.  I can  confidently  inform  the 
committee,  that  in  the  Sixth  District  of  Maryland  there  is  overwhelming  sup- 
port for  Public  Law  874  and  full  appropriation  of  the  funds  pursuant  to  this 
program. 

Solely  for  the  purpose  of  updating  the  facts  supporting  this  program  as  it 
pertains  to  Montgomery  County,  the  committee  should  be  informed  that  the 
assessable  value  of  Federal  properties  located  in  Montgomery  County  is  $157,- 
726.980.  If  the  school  tax  rate  of  $1.41  per  thousand  and  the  capital  debt 
service  charge  of  $0.42  per  thousand,  were  applied  to  this  assessable  value  of 
Federal  properties,  the  amount  of  $2,886,403  would  be  paid  to  Montgomery 
County  for  public  school  purposes.  The  combined  school  and  county  tax  rate 
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of  $2.15  would  produce  $3,391,130.  Persons  employed  on  taxable  prox>erty,  for 
two  children  in  the  public  school  system,  contribute  by  way  of  taxes  the  sum 
of  $432  annually  where  such  person  is  a homeowner.  A Montgomery  County 
homeowner  w-ho  is  employed  on  Federal  property  contributes  $291  toward  the 
cost  of  two  children  in  the  public  school  system  when  the  share  of  State  aid 
is  applied.  In  this  latter  instance,  Public  Law  874  has  produced  $131  for  these 
two  children  from  Federal  funds  raising  the  total  contribution  to  $422,  still 
$10  behind  the  total  amount  contributed  where  the  homeowner  is  employed  on 
taxable  property.  This  difference  is  made  up  from  other  taxes  collected  in  the 
county  without  the  full  appropriation  under  Public  Law  874.  The  difference  in 
the  cost  to  educate  the  two  children  increases  the  burden  on  other  sources  of 
county  tax  revenue.  The  actual  payment  of  $1,450,000  under  Public  Law  874 
in  1957-58,  is  very  much  less  than  the  $3,391,150  producible  from  taxpaying 
properties  of  the  same  value  as  the  tax  exempt  Federal  properties. 

If  one  could  say,  as  one  must,  that  the  program  initiated  in  1950  was  a sound 
program  when  it  served  the  interests  of  1,672  pupils,  it  is  even  more  sound, 
more  essential,  more  vital  today  when  over  20.000  pupils  are  being  supported 
in  the  public  schools  of  Montgomery  County  by  Public  Law  874. 

During  the  1957-58  year,  the  following  funds  were  received  in  the  percent- 
ages indicated : 

Source  of  revenue 


Amount 

Percent 

Federal,  Public  Law  874 . __  ...  

State..  . ...  . ... 

Local... ..  ..  - 

$1, 450, 000 
4, 081, 000 
13, 903, 737 

7.  46 
21  00 
71  54 

Total 

19, 434,  737 

100. 00 

The  county  will  continue  to  pay  the  greatest  portion  of  the  tax  cost  and  this 
is  proi>er. 

The  chairman  and  members  of  the  committee  are  respectfully  urged  to  pro- 
vide by  a supplemental  appropriation  the  amounts  necessary  to  pay  100  percent 
of  the  1958-59  entitlements  under  Public  Law  874. 

Respectfully  submitted. 

John  R.  Foley, 
Memder  of  Congress. 


Medal  iis  Hoxor  of  Dr.  Roger  Post  Ames 


Mr.  Thomas.  The  Committee  has  received  a letter  and  enclosure 
from  Representative  Boggs  regarding  the  medal  in  honor  of  Dr.  Roger 
Post  Ames. 

(The  matter  referred  to  follows :) 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.G.,  Fehruary  23,  1959. 

Hon.  Albert  Thomas, 

Chairman,  Sut)committee  on  Supplemental  Appropriations,  House  Appropriations 
Committee,  The  Capitol,  Washington,  D.  C. 

Dear  Mr.  Chairman  : It  has  come  to  my  attention  that  the  supplemental  ap- 
propriations proposed  for  1959  contain  an  item  of  $500  to  strike  a medal  in 
honor  of  Dr.  Roger  P.  Ames  pursuant  to  Public  Law  85-879. 

I am  the  author  of  this  law,  and  I urge  that  the  committee  give  every  con- 
sideration to  approving  this  item. 

A brief  memorandum  concerning  Dr.  Ames  is  enclosed  herewith  for  the 
committee’s  perusal. 

With  kindest  regards,  I am. 

Sincerely, 


Hale  Boggs, 
Member  of  Congress. 


37458 — 59 
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De.  Roger  Post  Ames 

t )ii  February  28,  1929,  the  Congress  of  the  United  States  enacted  legislation 
to  re<*ogiiize  the  high  public  service  rendered  by  Maj.  Walter  Reed  and  those 
associated  with  him  in  the  discovery  of  the  cause  and  means  of  transmission  of 
yellow  fever.  Twenty-three  persons  were  chosen  to  be  included  on  a roll  of 
honor  in  special  recognition  of  the  high  public  service  rendered  and  disabilities 
contracted  in  the  interest  of  humanity  and  science  as  voluntary  subjects  for  the 
experimentations  during  the  yellow  fever  investigations  in  Cuba.  These  23 
pc'ople  were  composed  of  the  4 members  of  the  U.S.  Army  Special  Yellow  Fever 
Board ; those  who  were  infected  voluntarily  by  the  yellow  fever  mosquito;  those 
who  were  infected  voluntarily  by  blood  infusions.  Besides  being  included  on 
Che  roll  of  honor  these  men  or  their  widows  were  awarded  special  monthly 
I)ensions  for  their  meritorious  service.  Dr.  Ames  was  not  included  in  this  list, 
«lesi)ite  the  fact  that  he  was  directly  in  charge  of  the  experimental  camp,  was 
oil  duty  at  the  time  of  its  establishment  until  it  was  discontinued,  and  was  also 
charged  with  some  responsibility  in  securing  volunteers  and  subjects  for  experi- 
ment. Not  one  life  was  lost  among  the  volunteers  under  the  care  of  Dr.  Ames. 

I One  of  the  members  of  the  Yellow  Fever  Board,  Dr.  Lazear,  died  from  the 
disease,  but  it  has  been  said  that  he  permitted  himself  to  be  bitten  by  an  infected 
mosquito,  and  did  not  report  his  illness  to  Dr.  Ames  until  after  he  had  been  sick 
for  2 days.) 

I may  ix>int  out  here  that  the  possibility  of  the  loss  of  one  or  two  patients  in 
the  early  work  at  Camp  Lazear  would  have  stopped  all  further  tests.  Realizing 
such  a possibility,  the  extent  of  the  investigation  depended  very  greatly  on  the 
ability  of  Dr.  Ames,  who  alone  cared  for  all  the  volunteer  patients  with  the 
assistance  of  a nurse,  Gustav  E.  Lambert,  who  was  dubbed  by  the  men  as  “Ames’ 
Man  Friday.”  Lambert’s  devotion,  incidentally,  to  his  former  chief  was  without 
parallel,  and  you  will  note  in  the  accompanying  material  letters  from  Mr.  Lam- 
bert indicating  the  high  regard  in  which  he  held  Dr.  Ames.  Lambert’s  name 
was  added  to  the  roll  of  honor  in  1956,  and  ,a  monthly  pension  approved  for  him. 
Since  this  time,  he  has  worked  unceasingly  to  have  the  name  of  Dr.  Ames  in- 
cluded. It  is  ironic,  indeed,  that  the  name  of  the  nurse  should  appear  on  this 
honor  roll,  but  that  Dr.  Ames’  name  be  excluded. 

Dr.  Ames  was  considered  an  expert  who  had  experience  in  epidemics  and  was 
known  as  one  of  the  greatest  yellow  fever  diagnosticians  and  therapeutists  that 
ever  lived.  His  service  was  rated  most  excellent  and  distinguished  by  his  col- 
leagues. Dr.  Truby,  one  of  the  Army  doctors  on  duty  at  Columbia  Barracks, 
Cuba,  in  1900  when  Dr.  Reed  began  his  history-making  experiments  at  the  hos- 
pital, reports  that  Dr.  Ames  was  “one  of  the  most  capable  of  the  doctors  who 
were  sent  to  Cuba  under  contract  for  this  kind  of  service.  He  was  usually  right 
in  his  early  diagnosis  and  had  remarkable  success  in  the  treatment  of  yellow 
fever  patients.” 

True,  Dr.  Ames  was  not  among  the  volunteers  in  the  yellow  fever  experiment, 
but  we  should  bear  in  mind  that  he  was  the  physician  who  cared  for  these  volun- 
teers, and  if  but  one  had  died,  there  would  have  been  no  more  volunteers  and  the 
experiment  would  have  been  a failure.  Yet  all  these  years  he  has  been  denied 
the  recognition  given  to  those  who  took  part  in  these  experiments. 

Assistance  to  Schools  of  Public  Health 

Mr.  Thomas.  Also  we  have  received  a letter  and  enclosure  from  Eep- 
resentative  Boggs  of  Louisiana  relating  to  assistance  to  schools  of 
public  health,  which  will  be  inserted  in  the  record  at  this  point. 

(The  letter  follows:) 

Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.,  February  23, 1959. 

Hon.  Albert  Thomas, 

Chairman,  Suboomniittee  on  Supplemental  Appropriations,  House  Appropriations 
Conunittee,  the  Capitol,  Washington,  D.G. 

Dear  Mr.  Chairman  : I understand  that  the  proposed  supplemental  appropria- 
tions, 1959,  contain  an  item  of  $500,000  to  carry  out  the  provisions  of  the  Rhodes 
Act.  which  authorizes  support  for  schools  of  public  health  in  the  country. 
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In  this  connection  I am  taking  the  liberty  of  calling  to  your  attention  the  en- 
closed correspondence  which  was  addressed  to  me  on  this  subject  by  Dr.  John 
P.  Pox,  director  of  the  Division  of  Graduate  Public  Health  of  the  Tulane  Univer- 
sity School  of  Medicine,  New  Orleans,  La. 

I trust  the  subcommittee  will  find  this  material  helpful  in  their  consideration 
of  this  item. 

With  kindest  regards,  lam, 

Sincerely, 


Hale  Boggs, 
Member  of  Congress. 


Tulane  University, 

School  of  Medicine, 
yew  Orleans,  La.,  December  30, 1958. 

Hon.  Hale  Boggs, 

House  Office  Building, 

Washington,  D.C. 

Dear  Mr.  Boggs  : This  letter  is  a followup  on  the  telephone  conversation  which 
we  had  on  December  26  in  New  Orleans.  You  will  recall  that  I called  to  get 
your  opinion  as  to  the  desirability  of  trying  to  bring  the  Louisiana  delegation 
in  the  House  of  Representatives  together  in  Washington  early  in  the  coming 
session  so  that  I might  meet  with  them  to  discuss  the  matter  of  Federal  as- 
sistance to  schools  of  public  health,  including  in  particular  Tulane  University. 
The  situation,  briefly,  is  as  follows ; During  the  last  session  of  Congress  there 
was  passed  the  Rhodes  Act,  H.R.  11414,  which  provides  on  a short-term  basis 
for  desperately  needed  support  for  the  11  accredited  schools  of  public  health 
in  this  country  of  which  Tulane  University  is  one.  Unfortunately,  the  President 
signed  this  act  after  the  House  had  completed  action  on  the  major  appropria- 
tions bill  and,  although  the  Senate  did  include  implementing  appropriations  in 
its  appropriations  bill,  the  compromise  appropriations  bill  that  emerged  from 
the  joint  House-Senate  committee  did  not  make  provision  for  funds  to  imple- 
ment the  Rhodes  Act.  Our  hope  now  is  that  funds  for  the  balance  of  flscal 
1959  may  be  included  in  a supplemental  appropriations  bill  and  that  funds  for 
fiscal  1960  will  be  included  in  the  regular  appropriations  bill  later  in  the  ses- 
sion. As  I told  you,  I have  been  in  touch  with  Congressman  Passman  who  is 
the  Louisiana  representative  of  the  Appropriations  Committee  and  it  was  his 
suggestion  that  some  useful  purpose  might  be  served  by  my  meeting  with  the 
entire  Louisiana  delegation.  I respect  your  judgment  that  this  will  probably 
not  be  useful  at  the  moment  but  I do  hope  that  when  and  if  you  think  that  it 
may  be  useful  you  will  advise  me  since  I will  be  very  happy  to  have  this  meet- 
ing. 

In  order  to  provide  you  with  the  information  which  you  requested  I am  en- 
closing with  this  letter  a fact  sheet  prepared  by  the  Association  of  Schools  of 
Public  Health. 

Before  referring  you  to  this  fact  sheet,  I would  like  to  point  out  that,  be- 
cause of  the  very  acute  shortage  of  adequately  trained  personnel  in  the  general 
field  of  public  health,  Congress  authorized  some  3 years  ago  a program  of  fed- 
erally sponsored  traineeships  in  public  health  as  an  initial  step  to  meet  the  prob- 
lem and  also  required  that  the  Surgeon  General  of  the  Public  Health  Service  con- 
vene this  year  a national  conference  to  study  the  total  problem  of  training  in 
public  health  with  a report  to  be  delivered  through  the  Surgeon  General  to  Con- 
gress early  in  the  next  session.  As  a recruitment  measure,  the  traineeship  pro- 
gram was  highly  successful  as  reflected  by  the  steadily  increasing  enrollment  of 
students  in  the  schools  of  public  health.  For  the  schools  of  public  health,  how- 
ever, this  increased  enrollment,  especially  in  the  past  year  or  two,  has  made  all 
the  more  acute  the  several  problems  of  staff  and  facilities  which  have  been  with  us 
for  the  previous  years.  In  the  expectation  that  the  Rhodes  Act  would  indeed 
be  implemented  by  appropriation  of  funds,  several  schools^  Tulane  included,  per- 
mitted such  expansion  of  their  enrollment  in  this  present  academic  year  that 
they  are  confronted  with  a serious  problem  of  maintaining  even  the  previous 
standards  of  training  without  the  additional  faculty  which  the  Rhodes  Act 
funds  would  have  permitted  and  are  certainly  in  no  position  to  do  anything 
to  improve  the  level  of  training. 

The  school  of  public  health  at  Tulane  was  initiated  by  Tulane  University 
through  its  school  of  medicine  in  1947  in  recognition  of  a regional  responsibility 
since,  except  for  North  Carolina,  there  was  and  is  no  other  school  of  public 
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hoalth  in  the  Southeastern  United  States.  This  function  was  inaugurated  with 
no  major  outside  support  and  was  conducted  through  an  existing  department 
of  tlie  medical  school,  namely  that  of  tropical  medicine  and  public  health.  En- 
rollment has  ranged  from  a low  of  7 students  to  37  students  last  year  and  58 
this  year.  The  faculty  has  been  gradually  augmented  and,  as  of  July  1,  1958, 
the  division  of  graduate  public  health  with  the  medical  school  was  created  to 
provide  a more  appropriate  entity  for  our  school  of  public  health.  While  we 
train  a significant  number  of  students  from  foreign  countries  who  are  prin- 
cipally interested  in  tropical  public  health,  by  far  the  greatest  proportion  of  our 
students  in  the  last  few  years  have  come  from  various  parts  of  the  United  States 
but  with  an  understandably  greater  concentration  of  students  from  Louisiana 
and  other  States  such  as  Texas,  Arkansas,  Mississippi,  Alabama,  Florida,  and 
Georgia  in  the  Southeastern  United  States. 

The  r^^rtinent  information  relating  to  the  Rhodes  Act  and  to  some  extent  to 
the  general  problem  of  training  in  public  health  is  contained  in  the  accompanying 
fact  sheet.  The  most  significant  points  are  (1)  that  there  still  exists  a critical 
shoi-tage  of  trained  public  health  personnel  which  can  only  be  resolved  by  improv- 
ing and  expanding  the  facilities  for  this  specialized  training;  (2)  that  the  in- 
ad('qiiacy  of  present  financial  support,  which  is  particularly  acute  at  Tulane, 
makes  for  relatively  low  salary  levels  in  general,  thereby  making  it  difficult  to 
recruit  additional  needed  faculty  and  also  even  to  retain  some  of  those  already 
present.  Furthermore,  there  is  complete  lack  of  salary  for  key  teaching  posi- 
tions in  such  fields  as  radiologic  health,  maternal  and  child  health,  medical  care 
administration,  and  public  health  nursing  here  at  Tulane;  and  (3)  because  of  the 
great  differential  between  the  actual  costs  of  education  and  the  amounts  received 
in  tuition,  Tulane  and  the  other  schools  of  public  health  are  in  effect  subsidizing 
public  health  training  for  the  entire  Nation. 

Finally,  it  might  be  pointed  out  that,  as  an  indication  of  the  great  imx>ortance 
which  Tulane  University  places  on  the  development  of  adequate  training  facili- 
ties in  the  health  field,  it  has  just  launched  a long-term  drive  for  major  financial 
support  with  the  first  $16  million  raised  to  be  earmarked  for  improvement  of  the 
school  of  medicine  including  the  division  of  graduate  public  health  which  ad- 
ministers our  school  of  public  health  function. 

In  conclusion  I sincerely  hope  that  you  will  do  everything  possible  to  give 
your  support  to  implementation  of  the  Rhodes  Act,  both  in  fiscal  1959,  in  the 
supplemental  appropriations  bill,  if  it  be  included  there  and  also  for  fiscal  1960 
in  the  regular  appropriations  bill  to  be  considered  later.  If  there  are  any  points 
which  you  would  like  to  have  clarified  or  any  further  information  which  I can 
give  you,  I certainly  hope  that  you  will  not  hesitate  to  write  to  me. 

Sincerely  yours. 


John  P.  Fox,  M D., 

Director,  Division  of  Graduate  Puhlic  Health. 


[Fact  Sheet,  the  Rhodes  Act,  Public  Law  85—544,  85th  Cong.,  H.R.  11414] 

Federal  Grants  for  Training  of  Public  Health  Personnel  in  Graduate 
Schools  of  Public  Health  in  U.S.  Universities 

1.  H.R.  11414  was  unanimously  passed  by  the  House  and  the  Senate  and 
signed  by  the  President  during  the  2d  session  of  the  85th  Congress. 

2.  The  act  authorizes  a 2-year  emergency  program  of  training  of  public  health 
personnel  through  grants  up  to  $1  million  in  fiscal  1959  and  in  fiscal  1960  to  the 
11  accredited  schools  of  public  health. 

3.  The  bill  was  signed  too  late  for  funds  to  be  included  in  the  regular  ai>- 
propriation  for  fiscal  1959. 

4.  Because  of  the  2-year  limitation,  it  is  imperative  that  the  funds  authorized 
for  fiscal  1959  be  included  in  the  first  supplemental  early  in  the  1st  session  of 
the  86th  Congress. 

5.  H.R.  11414  was  sponsored  in  the  House  by  Congressman  George  M.  Rhodes, 
of  Pennsylvania,  and  in  the  Senate  by  Senators  Hill,  Cooper,  Ives,  Kennedy, 
and  McNamara. 
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6.  The  favorable  record  of  support  developed  for  the  bill  includes  testimony 
and  statements  of  endorsement  by  organizations  and  individuals  including  the 
following : 

Congressman  John  B.  Fogarty,  of  Rhode  Island. 

Congressman  Torbert  H.  Macdonald,  of  Massachusetts. 

The  AFL-CIO. 

American  Dental  Association. 

American  Hospital  Association. 

American  Municipal  Association. 

American  Parents  Association. 

American  Public  Health  Association. 

Association  of  Schools  of  Public  Health. 

Association  of  State  and  Territorial  Health  Officers. 

National  Advisory  Committee  on  Local  Health  Departments,  National 
Health  Council. 

National  Congress  of  Parents  and  Teachers. 

Mr.  Chester  I,  Barnard,  former  president,  the  Rockefeller  Foundation. 

Di*.  Detlev  W.  Bronk,  President,  National  Academy  of  Science  and  Rocke- 
feller Institute. 

Mr.  Charles  A.  Coolidge,  special  assistant  to  the  Secretary  of  Defense. 

Mr.  Raymond  B.  Fosdick,  former  president,  the  Rockefeller  foundation. 

Mr.  Nelson  A.  Rockefeller,  special  assistant.  Department  of  Defense ; 
former  special  assistant  to  the  President ; former  Under  Secretary,  Depart- 
ment of  Health,  Education,  and  Welfare;  former  Coordinator  of  Inter- 
American  Affairs. 

Dr.  Howard  A.  Rusk,  former  Chairman,  Health  Resources  Advisory  Com- 
mittee, Office  of  Defense  Mobilization. 

Dr.  Tom  F.  Whayne,  former  Chief  of  Preventive  Medicine,  Office  of  the 
Surgeon  General,  U.S.  Army;  secretary-treasurer,  x\mericau  Board  of  Pre- 
ventive Medicine. 

Health  officers  of  35  States  and  Territories. 

Deans  of  the  11  schools  of  public  health  and  university  presidents. 

Witnesses  testifying  favorably  at  the  subcommittee  hearing  on  the  Rhodes  bill 
included : 

Dr.  Gaylord  W.  Anderson,  director.  University  of  Minnesota  School  of 
Public  Health. 

Dr.  Leona  Baumgartner,  New  York  City  health  commissioner. 

Dr.  Detley  W.  Bronk,  president.  National  Academy  of  Science  and  the 
Rockefeller  Institute. 

Dr.  Eugene  Campbell,  Chief,  Public  Health  Division,  International  Coop- 
eration Administration,  Department  of  State. 

Dr.  Vlado  Getting,  professor  of  public  health  administration.  University 
of  Michigan  School  of  Public  Health ; former  commissioner  of  public  health, 
Commonwealth  of  Massachusetts. 

Dr.  Herman  Hilleboe,  commissioner  of  health.  State  of  New  York ; presi- 
dent, Association  of  State  and  Territorial  Health  Officers. 

Mr.  Stuart  Janney,  vice  president,  board  of  trustees,  Johns  Hopkins 
University. 

Mr.  Lane  Kirkland,  assistant  director,  department  of  social  security, 
AFL-CIO  (presenting  statement  for  Mr.  Andrew  Biemiller,  director,  legisla- 
tive department,  AFL-CIO). 

Dr.  Hugh  R.  Leavell,  assistant  dean.  Harvard  University  School  of  Public 
Health ; former  president,  national  health  council,  American  Public  Health 
Association. 

Dr.  Berwyn  F.  Mattison,  executive  secretary,  American  Public  Health 
Association ; former  secretary  of  health.  Commonwealth  of  Pennsylvania. 

Dr.  Thomas  Parran,  dean.  University  of  Pittsburgh  School  of  Public 
Health ; former  Surgeon  General  of  the  U.S.  Public  Health  Service. 

Dr.  Ernest  L.  Stebbins,  director.  School  of  Hygiene  and  Public  Health, 
Johns  Hopkins  University;  president,  Association  of  Schools  of  Public 
Health. 

Brig.  Gen.  M.  S.  White,  director,  Medical  Staffing  and  Education,  Office 
of  the  Surgeon  General,  Department  of  the  Air  Force. 

Dr.  C.  L.  Wilbar,  Jr.,  secretary  of  health.  Commonwealth  of  Pennsylvania. 
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PURPOSE  OF  THE  RHODES  ACT 

1.  The  KluKles  Act  amended  the  Public  Health  Service  Act — Section  314(c). 

2.  I hiabling  the  Surgeon  General  to  make  grants-in-aid  for  teaching  purposes  to* 
graduate  educational  institutions  'which  train  personnel  for  public  health  work 
primarily  in  Federal,  State,  and  local  governments. 

3.  Pr(‘sent  law  authorizes  appropriation  of  $30  million  annually  to  States  for 
public  health  functions. 

4.  Actual  appropriations  voted  by  Congress  have  been  well  under  the  $30 
million  figure. 

5.  The  Rhodes  amendment  earmarks  $1  million  of  the  already  authorized  $30 
million  in  order  to  aid  graduate  schools  which  train  physicians,  nurses,  and 
other  s])ecialists  for  public  service. 

0.  There  are  11  university  schools  of  public  health  qualified  to  receive  such  aid. 

BACKGROUND 


1.  There  is  a shortage  of  trained  public  health  i>ersonnel  in  the  United  States. 
{a)  A 1051  study  showed  3,200  budgeted,  but  unfilled  positions  in  State  and 

local  health  departments. 

(h)  A 1053  study  showed  1,720  additional  public  health  physicians  required  to* 
meet  minimum  standards  (one  public  health  physician  per  50,000  population). 

(c)  Local  health  oflScer  positions  were  30  percent  vacant  last  year. 

(d)  Testimony  of  State  and  local  health  oflScers  at  the  hearing  on  January 
20-30,  1058,  confirmed  the  above  shortage  reports. 

2.  The  only  source  of  trained  public  health  physicians  and  other  graduate 
health  specialists  is  the  11  schools  of  public  health  in  the  following  universities  r 


California 
Columbia 
Harvard 
Johns  Hopkins 


Michigan 
Minnesota 
North  Carolina 
Pittsburgh 


Puerto  Rico 

Tulane 

Yale 


3.  Graduates  of  the  schools  of  public  health  go  into  the  public  service. 

Of  the  3,000  graduat'es  in  1950-55 — 70  percent  in  Federal,  State,  and  local 
service ; 22  percent  in  voluntary  health  agencies ; 8 percent  in  industrial  health 
and  other. 

4.  The  schools  are  not  regional ; they  train  personnel  for  service  in  all  United 
States,  Territories,  and  possessions  and  also  in  foreign  countries. 

The  1950-55  graduates  are  employed — 25  percent  in  State  where  attendedl 
school : 50  percent  in  other  States ; 25  percent  in  foreign  countries. 

FINANCIAL  ASPECTS 


1.  The  schools  of  public  health  need  funds  for  teaching. 

(a)  Tuition  pays  only  11  percent  of  the  basic  teaching  budgets  of  the  schools.. 

( & ) Research  grants  pay  for  research,  not  for  teaching. 

(c)  Teaching  in  the  five  public  schools  is  supported  mostly  by  State  funds 
(California,  Michigan,  Minnesota,  North  Carolina,  Puerto  Rico). 

(d)  Teaching  in  the  six  private  schools  is  supported  mainly  by  private  funds. 

2.  For  lack  of  salaries,  several  key  teaching  positions  are  vacant  in  such 
important  fields  as  radiological  health,  maternal  and  child  health,  medical  care 
administration,  public  health  nursing,  and  sanitary  engineering. 

3.  Training  students  for  the  public  service  costs  the  schools  much  more  than 
they  receive  in  tuition. 

(a)  In  effect,  the  States  and  universities  which  support  the  schools  of  public 
health  are  subsidizing  public  health  training  for  the  entire  Nation. 

(?))  The  $1  million  authorized  by  the  Rhodes  Act  would  be  less  than  one-third 
of  the  difference  between  the  cost  to  the  schools  and  the  tuition  received  for 
training  students  who  have  been  sent  to  the  schools  this  year  by  Federal,  State,, 
and  local  governments. 


Number  of  Government-sponsored  students,  1967-68 

Cost  of 
training 

Tuition 
paid  by 
Government 

Difference 

$3, 622, 000 
(6,062) 

.$496,000 

(691) 

$3, 127,000 
(4,361) 
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SUMMARY 

1.  The  Rhodes  Act  amends  the  Public  Health  Service  Act  to  enable  the  Sur- 
geon General  to  make  grands-in-aid  to  schools  of  public  health. 

2.  Of  the  $30  million  already  authorized,  the  Rhodes  Act  earmarks  $1  million 
for  institutions  training  public  health  personnel  for  Federal,  State  and  local 
government  service. 

3.  There  are  11  university  graduate  schools  of  public  health  qualified  to 
receive  such  aid. 

4.  The  amount  of  aid  authorized  ($1  million)  is  less  than  one-third  of  the 
difference  between  cost  to  the  schools  and  tuition  received  for  training  students 
currently  enrolled  under  Government  sponsorship. 

National  Defense  Education 

Mr.  Thomas.  The  Committee  is  in  receipt  of  commimications  re- 
garding the  National  Defense  Education  Act  which  will  be  insert exi 
in  the  record  at  this  point : 

(The  matter  referred  to  follows :) 

The  American  Parents  Committee,  Inc., 

Washington,  D.C.,  March  1959. 

Hon.  Albert  Thomas, 

Chairman,  Subcommittee  on  Deficiency  Appropriations, 

House  Appropriations  Committee, 

The  Capitol,  Washington,  D.C. 

Dear  Mr.  Thomas  ; This  letter  is  to  urge  your  immediate  and  favorable 
consideration  of  two  items  in  the  deficiency  appropriation  bill  now  before  your 
committee.  We  would  prefer  to  present  this  evidence  to  you  in  person,  but 
since  quick  action  on  the  matter  is  so  important  we  will  not  press  to  be  heard. 
Will  you  insert  this  letter  in  the  record  of  your  hearings? 

FUNDS  ARE  NEEDED  FOR  STUDENT  LOANS 

We  urge  you  to  recommend  $41%  million  for  loans  to  needy  college  students 
under  title  II  of  the  National  Defense  Education  Act.  You  know  from  the 
testimony  of  the  HEW  Department  of  the  great  and  unexpected  demand  for 
loans.  Applications  for  loan  funds  totaling  over  $62  million  have  already  been 
received  from  some  1,227  colleges  for  the  remainder  of  this  academic  year. 
Since  the  colleges  must  themselves  put  up  10  percent  of  the  loan  funds,  it  means 
that  they  would  like  to  make  almost  $70  million  available  to  students  who 
need  to  borrow  money  at  interest  to  complete  their  education. 

The  Office  of  Education  has  only  $6  million  to  allocate  to  the  colleges  because 
that  is  all  that  was  appropriated  for  title  II  by  the  last  Congress.  Colleges  are 
complaining  to  their  Congressmen  because  of  insuflSicient  allocations — yet  there 
would  be  little  cause  for  complaint  if  the  full  authorized  amount  of  $47.5  million 
could  be  made  available. 

We  cannot  understand  w’hy  the  President  requested  only  $24  million  for  the 
student  loan  fund  in  the  supplemental  bill  in  light  of  the  great  need  expressed 
by  the  colleges.  This  is  no  gift  or  handout  to  students.  There  can  be  no  fear 
of  raiding  the  U.S.  Treasury  because  the  loans  will  be  repaid  with  interest. 
We  deplore  the  delay  of  this  supplemental  all  along  the  line  because  the  Nation 
needs  desperately  the  brains  and  talents  of  the  people  who  have  applied  for 
loans. 

Consequently,  we  urge  you  to  appropriate  $41%  million  for  title  II  which, 
with  the  $6  million  appropriated  last  year,  will  make  up  the  full  amount  author- 
ized under  the  bill  for  1959. 

children’s  LIVES  DEPEND  ON  HEART  SURGERY  FUNDS 

We  urge  you  to  approve  as  quickly  as  possible  the  supplemental  appropriation 
of  $1%  million  for  life-saving  surgery  for  children.  You  have  learned  from  the 
representative  of  the  Children’s  Bureau,  I hope,  the  need  for  these  funds.  Ap- 
proximately 30,000  to  40,000  babies  are  born  each  year  with  congenital  heart 
disease.  The  new  surgical  development  which  can  restore  to  normal  health 
thousands  of  these  children  is  “open  heart”  surgery.  The  key  equipment  is  a 
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roniplox  lioart  pump  which  empties  the  blood  from  the  heart  while  the  operation 
is  l)eing  performed.  It  is  such  an  expensive  operation  that  many  families  need 
help  in  meeting  the  costs. 

Since  under  the  crippled  children’s  grant-in-aid  program  the  States  have  to 
put  up  one-half  the  sum  provided  hy  the  Federal  Government — the  approval  of 
tlie  supplemental  request  would  result  in  an  additional  $2,250,000  for  heart 
surg(>ry.  This  amount  could  mean  life  instead  of  death  to  many  hundreds  of 
children. 


We  think  the  administration  delayed  unduly  the  transmittal  of  these  supple^ 
mental  requests  to  you.  Time  means  a lot  when  students  are  trying  to  stay  in 
college,  and  little  children  are  dying  for  lack  of  heart  surgery.  We  hope  you 
will  acts  as  quickly  as  possible. 

Sincerely, 

Mrs.  Ada  Baenett  Stough,  Executive  Director. 


National  Education  Association  of  the  United  States, 

Association  foe  Highee  Education, 

Washington,  D.C.,  March  6, 1959. 

Hon.  Albeet  Thomas, 


Chairman,  Subcommittee  on  Supplemental  Appropriations,  Committee  on  Appro- 
priations, House  of  Representatives,  Washington,  D.C. 

My  Deae  Me.  ChAieman  : By  direction  of  the  Executive  Committee  of  the 
Association  for  Higher  Education,  a department  of  the  National  Education  Asso- 
ciation, and  in  response  to  resolutions  adopted  on  March  4 in  Chicago  by  the 
14th  National  Conference  on  Higher  Education,  I am  sending  you  a statement 
in  support  of  the  request  of  the  U.S.  Office  of  Education  for  a supplemental 
appropriation  for  the  programs  authorized  by  the  National  Defense  Education 
Act  of  1958  and  for  the  expense  of  administering  these  programs. 

We  world  appreciate  it  if  this  statement  could  be  included  in  the  printed 
record  of  hearings  on  the  pending  supplemental  appropriation  bill. 

Yours  truly, 


G.  Keeey  Smith,  Executive  Secretary. 


P.S. — I am  taking  the  liberty  of  sending  a copy  of  this  letter  and  the  enclosed 
statement  to  the  other  members. 


G.  K.  S. 


Statement  Submitted  foe  the  Association  foe  Highee  Education  (NEA)  to 
the  Subcommittee  on  Supplemental  Appeopeiations  of  the  Committee  on 
Appeopeiations  of  THE  U.S.  House  of  Repeesentatives  Maech  6, 1959 

The  Association  for  Higher  Education,  a department  of  the  National  Educa- 
tion Association,  represents  some  16,000  individual  faculty  members,  deans,  and 
presidents  in  over  1,500  colleges  and  universities. 

On  March  4,  the  14th  National  Conference  on  Higher  Education,  meeting  in 
Chicago  and  attended  by  approximately  1,200  representatives  from  public  and 
private  institutions  of  higher  education,  adopted  the  following  resolution  sup- 
porting additional  funds  for  the  programs  authorized  by  the  National  Defense 
Education  Act  of  1958 : 


THE  national  DEFENSE  EDUCATION  ACT 

“A.  The  Fourteenth  National  Conference  on  Higher  Education  commends  the 
Congress  of  the  United  States  for  its  action  in  passing  the  National  Defense  Edu- 
cation Act  and  urgently  recommends  that  the  Congress  appropriate  the  funds 
authorized  by  the  act,  and  adequate  funds  for  its  administration  by  the  Office 
of  Education.  We  also  commend  the  Office  of  Education  for  its  efforts  under 
adverse  circumstances  to  implement  this  act.” 

This  resolution  was  subsequently  approved  by  the  executive  committee  of 
AHE,  thus  making  it  an  official  policy  statement  of  the  Association  for  Higher 
Education. 
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The  association  appreciates  fully  the  reasons  why  the  initial  appropriation  by 
the  85th  Congress  of  $40  million  for  the  National  Defense  Education  Act  was 
far  short  of  the  $183.3  million  authorized  for  that  act  in  fiscal  1959.  At  that 
time,  the  act  was  so  new  that  it  was  virtually  impossible  to  estimate  the  demand 
for  funds  for  the  many  different  programs  which  it  authorized. 

The  subcommittee  now  has  before  it  a supplemental  request  of  $75.3  million 
which,  if  it  were  granted  by  Congress,  would  provide  a total  of  $115.3  million  for 
fiscal  1959,  an  amount  that  is  still  several  million  dollars  short  of  what  has  been 
authorized  by  action  of  the  Congress.  The  subcommittee  has  had  submitted  to 
it  data  from  the  Office  of  Education  of  the  Department  of  Health,  Education,  and 
Welfare  indicating  the  demand  for  the  various  programs,  a demand  that  in  the 
case  of  the  loan  program  authorized  under  title  II  or  the  fellowship  program 
authorized  by  title  lY  exceeds  the  funds  presently  available  or  to  be  made  avail- 
able by  the  proposed  supplemental  appropriation. 

The  Association  for  Higher  Education  believes  that  the  Office  of  Education 
has  done  a remarkable  job  of  getting  this  complex  act  into  effect  within  less 
thnn  6 monC^s  from  the  day  it  was  signed  by  the  President.  The  U.S.  Commis- 
sioner of  Education,  Dr.  Lawrence  G.  Derthick,  and  his  colleagues  have  sought 
the  cooperation  of  representatives  of  higher  education  and  have  made  every 
effort  to  keep  the  colleges  and  universities  fully  informed  about  the  act  and  the 
steps  necessary  to  administer  it.  In  turn,  the  institutions  of  higher  education 
of  the  United  States  have  tried  to  estimate  their  needs  realistically  and  to  plan 
their  programs  so  as  to  make  possible  the  expansion  of  graduate  education  pro- 
posed under  title  IV  and  the  establishment  of  institutes  to  train  guidance 
counselors  and  teachers  of  foreign  languages. 

The  oneration  of  the  NDEA  program  has  now  reached  the  point  where  the 
institutions  of  higher  education  cannot  reasonably  be  expected  to  make  further 
plans  on  these  matters  unless  there  is  some  possibility  of  their  receiving  funds 
for  those  programs  of  the  NDEA  in  which  they  would  wish  to  participate.  Two 
examples  will  illustrate  the  type  of  problem  which  faces  colleges  and  universities 
wishing  to  participate  in  the  NDEA.  Most  institutions  are  now  processing 
requests  for  student  assistance  for  entering  freshmen  as  well  as  for  under- 
graduates already  enrolled,  with  a view  to  the  amount  of  assistance  that  will  be 
needed  in  the  academic  year  1959-60.  Many  institutions  are  also  processing 
requests  f or  assistance  necessary  to  attend  the  summer  session  in  1959.  Without 
some  reasonable  assurance  that  a supplemental  appropriation  will  be  available 
for  loans  under  title  II  of  the  NDEl,  these  institutions  cannot  tell  students 
what  assistance,  if  any,  they  may  expect  to  receive. 

Another  illustration  can  be  taken  from  the  contract  programs  for  institutes 
for  guidance  and  in  foreign  language.  Not  every  institution  is  staffed  and 
equipped  to  offer  specialized  work  in  these  two  areas ; nevertheless,  there  are 
many  more  institutions  capable  of  offering  such  institutes  that  are  now  under 
contract.  Institutes  for  guidance  or  for  foreign  language  training  cannot  be 
planned  and  established  overnight.  As  it  is,  the  Association  believes  that  those 
colleges  and  universities  which  have  already  received  contracts  for  such  insti- 
tutes or  which  have  submitted  proposals  for  negotiation  have  done  a remarkable 
job  of  getting  ready  for  programs  to  run  during  the  summer  of  1959.  The  sooner 
supplemental  funds  are  made  available,  the  better  the  institutions  will  be  able 
to  undertake  guidance  or  foreign  language  training,  and  more  teachers  will 
receive  training  in  them. 

The  National  Defense  Education  Act  has  a tremendous  potential  for  good. 
It  will  stimulate  new  educational  developments  and  will  strengthen  some  special 
areas  of  education  where  further  development  needs  to  be  encouraged.  In 
establishing  the  NDEA,  Congress  placed  great  faith  in  the  ability  of  college 
and  universities  to  respond  to  the  challenge  of  establishing  new  educational 
programs.  On  behalf  of  its  members  who  administer  and  teach  in  these  institu- 
tions of  higher  learning,  the  Association  for  Higher  Education  respectfully 
urges  the  Congress  through  this  subcommittee  of  the  House  Committee  on 
Appropriations,  to  appropirate  the  full  amount  of  the  supplemental  funds  re- 
quested by  the  President  for  the  operation  of  the  National  Defense  Education 
Act  in  the  rest  of  fiscal  year  1959. 

Mr.  Thomas.  The  following  letters  relating  to  National  Defense 
Education  Act  and  assistance  to  schools  in  federally  impacted  areas 
will  be  inserted  in  the  record  at  this  point. 
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(The  letters  follow:) 


Mr.  Morgan  Moulder, 
House  of  Representatives, 


University  of  Missouri, 

Office  of  the  President, 
ColumMa,  February  I4, 1959. 


Washington,  D.C. 


Dear  Mr.  Moulder:  I have  been  greatly  impressed  by  the  importance  of  the 
National  Defense  Education  Act  and  especially  the  value  of  title  IV  for  graduate 
education  tliroughout  the  United  States.  We  have  given  a great  deal  of  thought 
and  effort  to  preparing  the  projects  submited  by  the  University  of  Missouri  and 
are,  of  course,  delighted  that  one  of  these  has  been  approved. 

The  fact  that  only  $400,000  has  been  appropriated  thus  far  for  this  program 
may  make  it  impossible  to  realize  the  benefits  of  this  legislation  to  any  great 
extent  until  the  fall  of  1960.  The  President’s  proposed  supplemental  appropira- 
tion  of  $4,500,000  can  hardly  be  used  this  year  unless  made  available  within  the 
next  very  few  weeks.  By  April  1 most  scholarships  and  fellowships  are  an- 
nounced and  commitments  made.  This  leaves  very  little  time  to  announce,  secure 
applications,  and  award  fellowships. 

If  it  is  possible  for  you  to  do  anything  to  expedite  this  appropriation,  I want 
you  to  know  how  important  we  feel  this  is  to  higher  education  and  to  the 
University  of  Missouri  and  also  how  urgent  the  situation  is. 

Cordially, 


Elmer  Ellis. 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.,  February  20,  1959. 

Hon.  Albert  Thomas, 

House  of  Representatives, 

Washington,  D.C. 


Dear  Albert  : I understand  that  your  subcommittee  will  begin  hearings  next 
Monday  on  deficiency  appropriations. 

I hope  the  committee  will  see  fit  to  include  some  funds  for  federally  impacted 
school  districts.  The  amount  appropriated  last  year  was  not  sufficient  to  pay 
the  school  systems  the  full  amount  to  which  they  were  entitled  under  Public 
Law  874,  81st  Congress.  Columbia,  McDuffie,  and  Richmond  Counties  in  the 
10th  District  of  Georgia  will  lose  about  15  percent  of  their  entitled  funds  unless 
there  is  a supplemental  appropriation,  and  this  is  true  of  other  counties 
similarly  situated. 

Sincerely  yours, 


Paul  Brown. 


February  10,  1959. 

Hon.  John  Dingell, 

House  of  Representatives, 

Washington,  D.C. 

Delar  John  : Have  your  request  of  February  9,  1959,  for  consideration  of  a 
supplemental  appropriation  for  Public  Laws  815  and  874. 

Any  request  is  a command  as  far  as  I am  concerned  and  am  immediately 
referring  your  letter  to  the  committee  having  jurisdiction  of  the  subject. 

With  kindest  regards  and  best  wishes. 

Your  friend, 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.G.,  February  9,  1959. 

Hon.  Clarence  Cannon,  _ 

Chairman,  Committee  on  Appropriations, 

House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Chairman  : Enclosed  please  find  a copy  of  a letter  from  the 
Honorable  Lynn  M.  Bartlett,  superintendent  of  the  Michigan  Department  of 
Public  Instruction. 

Mr.  Bartlett  urges  that  the  full  amount  of  the  supplemental  appropriation  for 
Public  Laws  815  and  874  be  made.  Naturally,  I support  fully  the  position  of 
Mr.  Bartlett.  I hope  that  this  letter  and  that  of  Michigan’s  superintendent  of 
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’public  instruction  will  be  included  in  the  record  of  hearings  on  Public  Laws  815 
and  874. 

With  kindest  personal  regards. 

Sincerely, 

John  D.  Dingell, 
Member  of  Congress. 


Michigan  Department  of  Public  Instruction, 

Lansing,  February  6,  1959. 

!Hon.  John  D.  Dingell, 

Representative  in  Congress, 

Washington,  D.C. 


Dear  Mr.  Dingell:  Will  you  kindly  consider  contacting  any  members  of  the 
JHouse  Appropriations  Committee  regarding  a supplemental  appropriation  for 
Public  Laws  815  and  874  ? 

During  the  past  several  years  Michigan  has  benefited  to  a great  extent  through 
the  assistance  provided  by  these  laws  in  our  federally  impacted  areas. 

At  the  present  time  we  have  a number  of  schools  that  will  lose  their  priority 
because  of  insuflScient  funds.  It  is  of  great  importance  to  the  children  living 
in  these  districts  that  they  be  furnished  adequate  facilities  and  operating  money. 

Sincerely  yours. 


Lynn  M.  Bartlett. 


Assistance  to  Schools  in  Federally  Impacted  Areas 


WITNESS 

ELON.  BOB  WILSON,  A REPRESENTATIVE  IN  CONGRESS  FROM  THE 

STATE  OF  CALIFORNIA 

Mr.  Thomas.  Our  colleague,  Kepresentative  Wilson  of  California, 
lias  a statement  for  us  at  this  time. 

Mr.  Wilson.  Mr.  Chairman  and  members  of  the  committee,  San 
Diego  County  school  districts  are  today  faced  with  a problem  which 
can  have  a drastic  effect  on  their  operation  if  this  committee  fails  to 
take  positive  action  on  a supplemental  appropriation  required  for 
operation  under  Public  Law  874. 

You  will  recall  that  an  amomit  of  some  $149  million  was  authorized 
by  the  Congress  last  year  for  the  conduct  of  school  districts  affected 
by  the  impact  of  the  Federal  Government.  As  a result  of  action  by 
the  conference  committee,  this  authorization  was  reduced  to  an  appro- 
priation of  $130  million,  which  will  result  in  school  districts  suffering 
a loss  of  some  15  percent  in  their  budgeted  programs.  Due  to  the 
advanced  budgeting  plan  of  our  school  districts,  this  money  was 
counted  upon  in  planning  their  programs.  Now  we  are  to  a point 
where  these  moneys  will  be  required  in  order  to  continue  with  the 
operation  planned  in  each  school  district. 

In  my  own  district,  the  Federal  Government  owns  and/or  controls 
some  52  percent  of  the  district.  The  Federal  Government,  rightfully 
so,  must  carry  its  fair  share  of  the  tax  load.  The  citizens  of  these 
particular  school  districts  are  taxed  to  capacity  today.  It  is  unreason- 
able for  us  to  require  that  these  citizens  subsidize  the  operation  of 
schools  when  such  schools  are  necessary  only  because  of  the  impact 
that  increased  Federal  activity  has  made  on  the  local  school  system. 

May  I urge  you,  Mr.  Chairman,  and  the  members  of  this  committee, 
to  look  with  favor  on  adding  a supplemental  appropriation  of  ap- 
proximately $20  million  for  the  Office  of  Education,  Department  of 
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I Teal  til,  Education,  and  Welfare,  for  use  as  maintenance  and  operation 
funds  under  Public  Law  874,  which  authorizes  Federal  aid  to  impacted 
school  districts. 

Mr.  Thomas.  Thank  you,  Mr.  Wilson. 

Assistance  to  Schools  in  Federally  Impacted  Areas 

WITNESS 

HON.  JAMES  C.  OLIVER,  A REPRESENTATIVE  IN  CONGRESS  FROM 

THE  STATE  OF  MAINE 

Ml*.  Thomas.  Our  next  witness  is  Kepresentative  Oliver  of  Maine. 

]\Ir.  Oliver.  Mr.  Chairman,  I appreciate  the  opportunity  to  express 
to  you  and  the  members  of  your  committee  the  reactions  which  have 
been  voiced  by  superintendents  of  schools  in  my  district.  These  su- 
perintendents represent  communities  which  will  be  most  detrimentally 
alfected  if  the  reduction  of  appropriations  for  the  balance  of  fiscal 
year  1959  under  Public  Laws  815  and  874  is  not  restored.  It  is  ob- 
vious that  the  added  costs  caused  by  school-a^e  children  of  military 
personnel  has  seriously  increased  financial  burdens  to  certain  school 
systems. 

I feel  that  the  impact  of  these  dependents  on  the  local  school  sys- 
tems must  be  met  by  the  Federal  Government.  I know,  Mr.  Chair- 
man, that  you  and  your  associates  are  deeply  concerned  about  any 
increase  in  appropriations;  but,  it  seems  to  me  that  there  is  only  one 
course  and  that  is  to  supply  the  necessary  funds  to  take  care  of  this 
obligation. 

For  the  record  and  for  your  information,  l am  listing  herewith  the 
remarks  and  comments  which  come  most  sincerely  from  those  super- 
intendents charged  with  the  responsibility  of  furnishing  educational 
facilities  to  the  entire  school  population  of  these  various  towns. 

Cecil  J.  Cutts,  Saco : “I  would  say  at  this  time  that  we  cannot  main- 
tain minimum  standards  without  100  percent  subsidy  for  1959.” 

Gwyeth  T.  Smith,  Topsham:  “Financially,  the  town  of  Topsham  is 
in  no  position  to  build  such  an  addition  as  we  are  planning  because 
with  such  a building  program  the  town  woud  exceed  its  legal  bor- 
rowing capacity.” 

Wayne  E.  Roberts,  South  Portland : “Loss  of  Public  Law  874  funds 
would  have  meant  approximately  a dollar  on  the  tax  rate.  However, 
even  with  these  funds  the  city  bears  more  than  half  the  cost  of  educat- 
ing the  pupils.” 

Loring  R.  Additon,  Bath : “It  would  certainly  be  a tremendous  blow 
to  lose  even  a few  thousand  dollars  of  Federal  funds  because  of  the 
neglect  to  meet  the  obligations  at  that  level.” 

Joseph  J.  Petroski,  Sanford : “In  view  of  the  current  high  costs  in 
education  and  the  increasing  difficulty  in  raising  additional  funds 
especially  through  the  real  estate  tax,  the  above  loss  of  revenue  would 
create  a most  serious  problem  for  Sanford.” 

Jasper  F.  Crouse,  Brunswick:  “It  would  certainly  prove  very  em- 
barrassing to  us  to  experience  a cutback  in  Public  Law  874  and  815 
funds  * * *.” 
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Lloyd  D.  Hatfield,  associate  superintendent,  York:  “This  would 
mean  ending  the  year  with  a deficit,  if  we  only  receive  85  percent  of 
entitlement  (under  Public  Law  874) 

Hubert  E.  Redding,  School  Union  No.  5 (Berwick,  Eliot,  Lebanon, 
and  South  Berwick)  : “Is  this  brief  report  not  enough  to  prove  that 
the  Eliot  School  Department  is  in  no  condition  to  stand  a reduction 
of  funds  under  Public  Laws  815  and  874?  Actually,  the  Federal  ap- 
propriations of  these  two  laws  should  be  increased.” 

Charles  Puffer,  Kittery : “It  seems  only  fair  to  us  in  Kittery  that 
the  Federal  Government  should  assist  to  the  extent  contemplated  in 
the  law  toward  meeting  current  costs  of  education  and  building  class- 
rooms in  our  town.” 

Mr.  Thomas.  Thank  you,  Mr.  Oliver. 

Assistance  to  Schools  in  Federally  Impacted  Areas 

STATEMENT  OF  HON.  CLEVELAND  M.  BAILEY  OF  WEST  VIRGINIA 

Mr.  Thomas.  The  committee  has  received  from  Representative 
Bailey  of  West  Virginia  a statement  urging  support  of  funds  to  im- 
plement Public  Laws  815  and  874.  His  statement  will  be  made  a part 
of  the  record  at  this  point. 

(The  statement  referred  to  follows :) 

Hon.  Albert  Thomas, 

Chairman,  Deficiency  Appropriations  Suhcommittee,  Appropriations  Committee, 
House  of  Representatives,  Washington,  D.C. 

Dear  Chairman  Thomas  : Some  days  ago,  I appeared  before  your  subcom- 
mittee with  the  request  that  the  items  in  the  current  budget  needed  to  implement 
Public  Laws  815  and  874,  as  amended  by  the  85th  Congress,  be  further  supple- 
mented by  adding  $10  million  for  construction  (Public  Law  815)  and  $20  million 
for  maintenance  and  operation  (Public  Law  874). 

The  85th  Congress  materially  changed  both  of  these  laws.  The  action  came  too 
late  for  consideration  of  your  Appropriations  Committee.  The  present  items  in 
the  current  budget  are  $50  million  for  construction  (Public  Law  815)  and  $129 
million  for  maintenance  and  operation  (Public  Law  874).  The  requests  are  for 
$62,500,000  for  Public  Law  815  and  $149  million  for  Public  Law  874. 

I advised  your  committee  that  I was  speaking  for  some  134  Congressmen 
whose  districts  will  be  vitally  affected  unless  this  supplemental  appropriation 
is  approved. 

As  the  original  sponsor  of  this  legislation  in  1950,  my  oflBce  is  being  flooded  by 
requests  that  your  subcommittee  consider  favorably  these  two  supplemental  items 
in  order  that  the  Government  can  carry  out  its  commitments  made  to  some  3,300 
local  school  districts.  They  budgeted  on  the  basis  of  the  Government  allotments, 
and  now  find  themselves  running  deficits  because  of  the  failure  of  the  Govern- 
ment to  follow  through  with  appropriations  sufiScient  to  cover  the  allotments 
made  to  the  school  boards  prior  to  the  setting  up  of  their  current  budget. 

Should  your  subcommittee  act  favorably  on  this  proposal,  the  item  in  your 
supplemental  report  should  read  as  follows : 

“health,  education,  and  welfare 

“(1)  To  implement  Public  Law  815  for  construction  as  amended  by  the  85th 
Congress,  $10  million. 

“ (2)  To  supplement  Public  Law  874  for  maintenance  and  operation  as  amended 
by  the  85th  Congress,  $20  million.” 

This  item  should  appear  along  with  your  recommendations  for  supplemental 
appropriations  to  implement  Public  Law  864,  the  National  Defense  Education 
Act  of  1958. 

Sincerely  yours. 


Cleveland  M.  Bailey. 
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